The Stock Exchange of Hong Kong Limited and the Securities and Futures Commission take no responsibility for the
contents of this Application Proof, make no representation as to its accuracy or completeness and expressly disclaim
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents
of this Application Proof.

Application Proof of

CLAl =
NIAO RS
Cainiao Smart Logistics Network Limited

XEERYRAKZAERLE

(the “Company”)

(A company incorporated in the Cayman Islands with limited liability)

WARNING
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this document is only for the purpose of providing information about the Company to the public in Hong Kong
and not for any other purposes. No investment decision should be based on the information contained in this
document;

the publication of this document or any supplemental, revised or replacement pages on the Stock Exchange’s
website does not give rise to any obligation of the Company, its sponsors, overall coordinators, advisers or
members of the underwriting syndicate to proceed with an offering in Hong Kong or any other jurisdiction.
There is no assurance that the Company will proceed with any offering;

the contents of this document or any supplemental, revised or replacement pages may or may not be replicated
in full or in part in the actual final listing document;

this document is not the final listing document and may be updated or revised by the Company from time to
time in accordance with The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited;

this document does not constitute a prospectus, offering circular, notice, circular, brochure or advertisement
offering to sell any securities to the public in any jurisdiction, nor is it an invitation to the public to make offers
to subscribe for or purchase any securities, nor is it calculated to invite offers by the public to subscribe for
or purchase any securities;

this document must not be regarded as an inducement to subscribe for or purchase any securities, and no such
inducement is intended;

neither the Company nor any of its affiliates, its sponsors, overall coordinators, advisers or members of the
underwriting syndicate is offering, or is soliciting offers to buy, any securities in any jurisdiction through the
publication of this document;

no application for the securities mentioned in this document should be made by any person nor would such
application be accepted;

the Company has not and will not register the securities referred to in this document under the United States
Securities Act of 1933, as amended, or any state securities laws of the United States;

as there may be legal restrictions on the distribution of this document or dissemination of any information
contained in this document, you agree to inform yourself about and observe any such restrictions applicable
to you; and

the application to which this document relates has not been approved for listing and the Stock Exchange and
the Commission may accept, return or reject the application for the subject public offering and/or listing.

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are reminded to
make their investment decisions solely based on the Company’s prospectus registered with the Registrar of
Companies in Hong Kong, copies of which will be distributed to the public during the offer period.
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This summary aims to give you an overview of the information contained in this
document. As it is a summary, it does not contain all the information that may be
important to you and is qualified in its entirety by, and should be read in conjunction
with, the full text of this document. You should read the whole document before you
decide to [REDACTED] in the [REDACTED)]. There are risks associated with any
[REDACTED)]. Some of the particular risks in [REDACTED] in the [REDACTED]
are set forth in “Risk Factors.” You should read that section carefully before you decide
to [REDACTED] in the [REDACTED].

OUR MISSION
Our mission is to make it easy to do business anywhere.
OUR VISION

Our vision is to transform the logistics industry and enable a seamless e-commerce
experience anywhere in the world, achieving delivery within 24 hours in China and 72 hours
worldwide.

WHO WE ARE

Cainiao is a global leader in e-commerce logistics. We are the largest provider of
cross-border e-commerce logistics services globally and a leader in China logistics services,
according to CIC, an independent industry consultant engaged by us. Drawing on our deep
e-commerce insights and technological capabilities, we have established a smart logistics
network, with end-to-end logistics capabilities, on a global scale. Our innovative solutions
redefine industry standards and unlock new market opportunities for our customers and
partners in e-commerce and beyond, throughout China and across the world.

Disruptive International
Logistics Solutions

Industry-leading China
Logistics Solutions

Innovative Technologies
& Capabilities

e
' \
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Notes:

No.1 Globally"

1.5+ billion cross-border
e-commerce parcels
delivered in fiscal year 2023

No.1 Globally”

~3.0 million square

meters GFA of warehouses
for cross-border e-commerce

as of June 30, 2023

@

Top 3%

premium e-commerce
logistics company

No.1 Globally"
digital network with
170,000+ “pick-up,
drop-off” stations as

of June 30, 2023

O

No.1 Globally®

60+ million average
MAUs of Cainiao App
in fiscal year 2023

~20%

of employees dedicated

to technology and product
development as of June 30,
2023

(1) In terms of parcel volume in 2022.
2) In terms of gross floor area of warehouses for cross-border e-commerce as of June 30, 2023.
3) In terms of revenue in 2022.

4) In terms of both the number of “pick-up, drop-off” stations as of December 31, 2022 and the number of parcels processed
in 2022.

(5) In terms of average MAUs among logistics apps in 2022.
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Our Origins

Cainiao was founded by Alibaba Group and other partners in 2013 to address the growing,
evolving requirements for logistics services of the buyers and sellers on Alibaba Group’s
e-commerce platforms. We emerged as an open technology platform incubated within the
world’s largest e-commerce ecosystem. This heritage instilled in us a distinctive “e-commerce
x technology” DNA.

E-commerce DNA. We were founded to support the growth and expansion of Alibaba
Group’s e-commerce platforms by providing logistics capabilities that other members of the
ecosystem could not develop on their own. Immersed in the world’s largest, most complex
Alibaba ecosystem, we have gained a deep understanding of e-commerce. We access the
world’s largest pool of merchants who continue to expand their businesses in China, and
increasingly across the world. This e-commerce DNA serves as the driver of our growth. We
believe e-commerce and, in particular, cross-border e-commerce from China and globally,
represents an exciting growth opportunity.

Technology DNA. In the early years, our focus was to digitalize the logistics value chain
for Alibaba Group’s e-commerce platforms and to provide innovative technology, tools,
insights and standards for its ecosystem participants. In 2014, we were the first in China to
successfully introduce a standardized e-waybill system open to all express delivery companies
and merchants, which increased the logistics industry’s parcel digitalization rate from less than
5% to more than 80% within three years, according to CIC. Our technology DNA is ingrained
into every facet of our business, enabling innovations in our business model, network and
services.

We continue to draw strength and inspiration from our “e-commerce X technology” DNA
as we forge ahead on our journey to transform the global logistics industry.

From Technology Platform to Smart Logistics Network

Over the years, we evolved from a pure technology platform into a smart logistics
network with end-to-end capabilities. We take a strategic approach to control the key nodes of
the network, such as e-commerce logistics hubs (“e-Hubs”), warehouses, sorting centers and
last-mile delivery operations, to ensure service quality, efficiency and reliability, while
leveraging trusted partners’ capabilities to drive scalability and capital efficiency. This
strategic approach, together with the integration of advanced technologies into the network
operation, has allowed us to develop a purpose-built logistic network that facilitates seamless
parcel flow for global e-commerce.

From China to Global

We are at the forefront of the evolution of global cross-border e-commerce. We both
enable and benefit from the expansion of cross-border e-commerce. China is the largest export
country with a significant import demand and, with an increasing level of digitalization, plays
a central role in the growth of the global e-commerce industry. Leveraging our deep
e-commerce insights, advanced technology and smart logistics network, we have established
global end-to-end capabilities and pioneered disruptive international logistics solutions
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tailored to global e-commerce. Our innovations help unlock the potential of global e-commerce
by empowering merchants and platforms that previously could only address domestic
consumption to expand into serving consumers globally.

E-commerce and Beyond

While our journey started in e-commerce, we have gone beyond that realm. With the
increasing convergence of online and offline shopping, we have leveraged our e-commerce
fulfillment capabilities and developed omni-channel solutions to serve merchants and brands
as they look to sell both online and offline in China and globally. Our capabilities also extend
beyond transactions within the Alibaba ecosystem to encompass order fulfillment for
transactions through various other digital and offline channels. As the priorities of our
customers’ logistics demand expand beyond cost and speed, we are committed to staying ahead
of these evolving demands and endeavor to provide eco-friendly logistics services for
merchants and consumers engaged in all formats of commerce around the globe.

OUR INNOVATIVE SOLUTIONS

Leveraging our profound understanding of e-commerce, our smart global network and our
technologies, we provide a wide array of innovative logistics solutions to primarily serve
merchants and brands, e-commerce platforms and consumers in China and around the world.

International Logistics China Logistics

W Cross-border Express
Deliver
Y =0 China Supply Chain
@ Global Supply Chain

@ China Premium
@ Overseas Local Logistics Express Delivery
=B Services

Technology & Other Services
Cainiao Post = . . 720\ Logistics Logistics Asset
Solution @ Cainiao App Technology @ Services

O

International Logistics

We are the world’s No. 1 cross-border e-commerce logistics company in terms of parcel
volume in 2022, with one of the world’s largest logistics networks in terms of geographic
reach, according to CIC. In fiscal year 2023, our total cross-border parcel volume exceeded 1.5
billion, and we served over 100,000 merchants and brands. Leveraging our global end-to-end
network and technology capabilities, we bring to market disruptive solutions that are
purpose-built for e-commerce.
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We provide a comprehensive suite of cross-border express delivery solutions primarily for
merchants, brands and e-commerce platforms selling goods from and into China. Our solutions
include a range of premium, standard and economy options, designed to meet customers’
different needs for shipping time, cost, destination and any special handling requirements. We
also provide one-stop global supply chain solutions that enable efficient global inventory
deployment and order fulfillment and empower brands and merchants to offer a close-to-local
retail experience for consumers. Our solutions for cross-border logistics cover a wide spectrum
of products, ranging from best-sellers to long-tail items, which expand the categories of
products available for cross-border e-commerce. We mainly serve merchants on various
e-commerce platforms operated by Alibaba Group, including AliExpress, Tmall Global and
Tmall Taobao World, as well as a variety of e-commerce platforms and online channels beyond
the Alibaba ecosystem. We also support Choice by AliExpress and the direct sales businesses
of certain e-commerce platforms. In addition, we provide local express delivery and supply
chain services in Hong Kong and select international markets, such as Spain, France and
Poland, creating the foundation for future “global-to-global” e-commerce logistics.

China Logistics

In China, where express delivery services are highly developed and standardized, we
focus on leveraging our deep e-commerce insights and technology capabilities to create
innovative solutions. We offer brands and merchants a suite of end-to-end standardized supply
chain solutions that can be applied on a massive scale across various industries, as well as
certain vertical solutions to address the unique requirements of products that need special
handling. We support brands and merchants for their sales through various e-commerce
platforms operated by Alibaba Group, such as Taobao and Tmall, as well as a wide array of
other e-commerce platforms, digital and offline channels, and we also serve Tmall
Supermarket, a direct sales channel operated by Alibaba Group. We provide a premium express
delivery service, Cainiao Express, with superior service quality tailored for e-commerce at low
costs. Our premium express delivery service offers fast, reliable and time-definite services with
a doorstep delivery pledge to a large, underserved market.

Technology and Other Services

Leveraging our global logistics network and advanced technologies, we offer a wide array
of technology and other services to remove logistics hurdles and address unfulfilled customer
needs. Our technology and other services mainly include the following:

Cainiao Post solution (XS EE¥). Through Cainiao Post, we enable the first and largest
digital “pick-up, drop-off” network in China and developed it into the largest of its kind in the
world, according to CIC, both in terms of the number of “pick-up, drop-off” stations as of
December 31, 2022 and the number of parcels processed in 2022. Cainiao Post processed more
than 80 million parcels per day on average in the three months ended June 30, 2023, and
connected over 170,000 “pick-up, drop-off” stations as of June 30, 2023.
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Cainiao App. We developed and operate the Cainiao App, the most widely used logistics
app in the world in terms of the number of average MAUs in 2022, according to CIC, which
enables a seamless digital experience for parcel deliveries and returns for consumers. Our
Cainiao App allows consumers to check the real-time status of parcels transported by express
delivery companies, initiate return order and doorstep pick-up requests, and conveniently
retrieve and send parcels from any “pick-up, drop-off” station enabled by Cainiao Post.

Logistics technology. We offer a suite of practical and cost-effective logistics technology
solutions, encompassing automation, digital supply chain and smart hardware solutions, in
order to improve efficiency and cost-effectiveness across the logistics value chain.

Logistics asset services. We develop logistics facilities primarily for our own use and
lease unused portions to brands and merchants to improve our asset utilization and deepen
customer relationships. We also provide full-chain asset management solutions for logistics
facilities.

OUR SMART LOGISTICS NETWORK

Our global end-to-end logistics network is purpose-built for global e-commerce and born
out of our technology DNA. As of June 30, 2023, our global network spanned across over 200
countries and regions, encompassing two e-Hubs with an aggregate gross floor area of more
than 150,000 square meters, over 1,100 warehouses with an aggregate gross floor area of
approximately 16.5 million square meters and over 380 sorting centers. They were linked by
approximately 170 chartered flights and BSAs per week on average between China and key
overseas destinations in June 2023 and over 2,700 line-haul trucking routes globally as of June
30, 2023, and connected to a large last-mile network consisting of over 4,400 delivery stations
and over 170,000 “pick-up, drop-off” stations as of June 30, 2023.

Our smart logistics network has the following distinct advantages:

E-commerce native. We have designed and built our smart logistics network to support
the growth of e-commerce in China and globally. Our deep understanding of the e-commerce
industry has enabled us to build a logistic network native to the global e-commerce industry
to meet various needs of sellers and buyers.

Global reach and density. Through the critical nodes controlled by us and collaboration
with our logistics partners, we have built one of the largest logistics networks in the world in
terms of geographic reach, according to CIC, with significant density both in China and
globally. Such scale and density enable us to effectively increase shipping speed, reduce costs
and support our customers’ global logistics requirements.

Control with capital efficiency. We endeavor to control all critical nodes in our network
while optimizing capital utilization. Our control over the critical nodes across our network
gives us a structural advantage in delivering superior cost, speed and service reliability. We
utilize various financing arrangements to improve our capital utilization and secure external
funding for our continued network expansion.
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OUR TECHNOLOGY CAPABILITIES

Technology is key to our success in driving efficiency, enhancing customer experiences
and fostering innovation. Our technology capabilities adeptly combine Al, smart hardware and
software applications to support digitalization, intelligence and empowerment throughout the
logistics chain.

Artificial intelligence. Trained on the vast amount of information passed through our
fully digitalized, integrated logistics value chain, our Al engines help reduce costs and
optimize operations, such as by increasing sorting accuracy, improving inventory management
and optimizing route planning and vehicle dispatching.

Smart hardware. Our operational infrastructure integrates a wide array of proprietary
smart hardware technologies, including RFID and smart IoT devices, to help us digitalize the
end-to-end logistics chain at low cost. We also develop and deploy leading automation and
autonomous technologies, including AGVs and Xiaomanly (/ME#H), our electric unmanned
delivery vehicle.

Software applications. We develop software applications, including a supply chain suite,
an operations suite and other mobile applications, to enable innovative capabilities in our
network and for our customers. Designed to be version-less and cloud-native, our applications
allow for agile iterations that facilitate continuous improvement and ensure adaptability to
evolving business needs.

OUR STRENGTHS

We believe the following strengths position us to capitalize on opportunities in the global
e-commerce logistics industry and are differentiating factors from our peers:

. Leading e-commerce logistics services provider;

. Continuous innovation enabled by global end-to-end network and Ileading
technologies;

. Synergistic relationship with Alibaba and deep relationships with customers;
. Commitment to ESG; and

. Strong culture, visionary management and motivated employees.
OUR STRATEGIES

We will continue to innovate, improve operating efficiency and expand our network to
support global e-commerce. Our strategies focus on the following:

. Grow our international business;

o Grow our China business;
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. Extend our technology leadership;
. Increase our cost efficiency; and

. Explore strategic partnerships, investments and acquisitions.

OUR CUSTOMERS AND SUPPLIERS

Our customers primarily include merchants and brands, e-commerce platforms,
consumers, as well as logistics companies in China and around the world. In fiscal years 2021,
2022 and 2023 and three months ended June 30, 2023, revenue from our top five customers
accounted for 34.4%, 34.8%, 32.3% and 34.4% of our total revenue for the respective periods,
and revenue from our largest customer, Alibaba Group, accounted for 29.2%, 30.8%, 28.2%
and 29.7% of our total revenue for the respective periods. See “Risk Factors — Risks Related
to Our Industry and Business — We have a strategic and synergistic relationship with Alibaba
Group. If we are unable to maintain such relationship with Alibaba Group or adapt to changes
in the Alibaba ecosystem, or if the Alibaba ecosystem does not grow as expected, our business,
financial condition, results of operations and prospects may be materially and adversely
affected” and “Connected Transactions” for details of the agreements between us and Alibaba
Group.

Our suppliers primarily include service providers for line-haul transportation and express
delivery. Most of our major suppliers are based in China. In fiscal years 2021, 2022 and 2023
and three months ended June 30, 2023, purchases from our largest five suppliers in aggregate
accounted for 30.2%, 28.1%, 23.9% and 19.1% of our total purchases for the respective
periods, and purchases from our largest supplier accounted for 13.0%, 14.5%, 7.4% and 5.5%
of our total purchases for the respective periods.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

We are firmly committed to ESG and believe these principles enable us to create business
and social values in a forward-looking, sustainable manner. We have undertaken a materiality
assessment for and prioritized our ESG efforts around five focus areas, namely green logistics,
customer experience, community service, emergency logistics and high-quality employment,
which we believe have a high positive impact on the environment and society at large. Our ESG
initiatives are deeply embedded in our operations and every part of the logistics value chain,
from order generation, warehousing, packaging and delivery to recycling. We have also
established clear greenhouse gas (“GHG”) emissions reduction targets, including (i) net-zero
GHG emissions by 2050 and (ii) carbon neutrality in our own operations and reduction of
Scope 3 carbon intensity by 50% by 2030 (from the base year of 2021). Furthermore, we are
committed to fulfilling our social responsibility for customers, employees and society, such as
by providing high-quality employment through the growth of our business and network. See
“Our Business — Environmental, Social and Governance.”
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RISK FACTORS

Our business, operations and corporate structure and the [REDACTED] involve certain
risks and uncertainties, which are set out in the section headed “Risk Factors.” You should read
that section in its entirety carefully before you decide to [REDACTED] in our Shares. Some
of the major risks we face include:

. Our business and growth are significantly affected by the development of global
e-commerce, as well as macroeconomic and other factors that affect demand for
logistics services;

. We may face challenges in expanding our international logistics business and
operations;

. We have a strategic and synergistic relationship with Alibaba Group. If we are
unable to maintain such relationship with Alibaba Group or adapt to changes in the
Alibaba ecosystem, or if the Alibaba ecosystem does not grow as expected, our
business, financial condition, results of operations and prospects may be materially
and adversely affected;

. If we are not able to continue to innovate in new logistics products, services and
technologies, our business, financial condition and results of operations could be
materially and adversely affected;

. We may not be able to expand and strengthen our global logistics network, including
critical nodes, such as e-Hubs, warehouses and sorting centers, in a capital-efficient
and cost-effective manner;

. We work with a variety of logistics partners, suppliers and other service providers
in providing certain standard logistics products and services, such as air freight, and
to support various aspects of our business operations. Failure to maintain positive
relationships with them, or failure of our logistics partners, suppliers or other
service providers in providing reliable or satisfactory products and services, could
have a material adverse effect on our business, financial condition and results of
operations;

. Failure to maintain or improve our technology infrastructure could harm our
business and prospects;

. Any service disruptions experienced by our logistics facilities may adversely affect
our operations;

. The success of our logistics business depends on our ability to attract a wide array
of customers and maintain a high level of customer satisfaction and stickiness, and
any failure to do so would materially and adversely affect our business, financial
condition, results of operations and prospects;

_8_
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o If we are unable to compete effectively, our business, financial condition and results

of operations would be materially and adversely affected;

o We may not be able to maintain our culture, which has been a key to our success;

. We recorded net losses in the past and we may not be able to maintain profitability
in the future; and

. Changes in international trade or investment policies and barriers to trade or
investment, and any ongoing geopolitical conflict, may have an adverse effect on
our business and expansion plans, and could lead to restrictions or prohibitions on
[REDACTED] in our securities.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

Our consolidated financial statements have been prepared in accordance with IFRS. The
following selected consolidated financial data for the periods and as of the dates indicated are
qualified by reference to and should be read in conjunction with the Accountant’s Report in
Appendix I to this document and the section headed “Financial Information” in this document.
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Selected Consolidated Statement of Profit or Loss Data

The following table sets out our selected consolidated statement of profit or loss data for
the periods indicated:

Three Months

Year Ended March 31, Ended June 30,
2021 2022 2023 2022 2023
% of % of % of % of % of
RMB revenue RMB revenue RMB revenue RMB revenue RMB revenue
(Unaudited)
(in millions, except for percentages and per share data)
Revenue. . . .. ... ... .. 52,733 100.0% 66,867 100.0% 77,800 100.0% 17,336 100.0% 23,164 100.0%
Cost of revenue . . . ... .. (47,189) (89.5%)(59,686) (89.3%)(69,653) (89.5%)(15,496) (89.4%)(19,979) (86.3%)
Gross profit. . . . ... ... 5,544 10.5% 7,181 10.7% 8,147 10.5% 1,840 10.6% 3,185 13.7%
Sales and marketing
EXPenses . . . . . ... ... (1,534) (2.9%) (1,759) (2.7%) (1,216) (1.6%) (242) (1.4%) (284) (1.2%)
General and administrative
eXPenses . . ..o, ... ... (3,941) (7.5%) (6,095) (9.1%) (6,153) (7.9%) (1,313) (7.6%) (1,434) (6.2%)
Product development
EXPenses . . . .. ... ... (1,529) (2.9%) (2,282) (3.4%) (2,512) (3.2%) (560) (3.2%) (606) (2.6%)
Reversal of/(provision for)
impairment losses on
financial assets . . . .. .. 1 - (182) (0.3%) (283) (0.4%) (114) (0.6%) (234) (1.0%)
Other income . ........ 169 0.3% 529  0.8% 490 0.6% 58 0.3% 180 0.8%
Other gains/(losses) — net . . 37 0.1% 1,304 2.0% (174) (0.2%) 46  0.3% (310) (1.4%)
Operating (loss)/profit . . . (1,253) (2.4%) (1,304) (2.0%) (1,701) (2.2%) (285) (1.6%) 497 2.1%
Finance income . . . ... .. 509 1.0% 310 0.4% 437  0.5% 71 0.4% 172 0.8%
Finance costs . ... ..... (1,140) (2.2%) (1,214) (1.8%) (1,258) (1.6%) (270) (1.5%) (323) (1.4%)
Finance costs —net. . . . . . (631) (1.2%) (904) (1.4%) (821) (1.1%) (199) (1.1%) (151) (0.6%)
Share of (loss)/profit of
associates and joint
ventures accounted for
using the equity method . (33) (0.1%) 141  03% 229  0.3% 178  0.9% (8) -
Impairment losses on
associates and joint
ventures accounted for
using the equity method . - - - - (229) (0.3%) - - - -
(Loss)/profit before
income tax . .. ... ... 1,917) (3.7%) (2,067) (3.1%) (2,522) (3.3%) (306) (1.8%) 338 1.5%
Income tax expenses . . . . . 98) (0.2%) (219) (0.3%) (279) (0.3%) (64) (0.3%) (50) (0.3%)
(Loss)/profit for
the year/period . ... .. (2,015) (3.9%) (2,286) (3.4%) (2,801) (3.6%) (370) (2.1%) 288 1.2%
(Loss)/profit attributable
to:
Owners of the Company. . . (1,688) (3.2%) (2,004) (3.0%) (2,325) (3.0%) (338) (1.9%) 391 1.7%
Non-controlling interests . . (327) (0.7%) (282) (0.4%) (476) (0.6%) (32) (0.2%) (103) (0.5%)
Non-IFRS measures
Adjusted net (loss)/profit
for the year/period. . . . . (829) (1.6%) (1,030) (1.5%) 279  0.4% 30 02% 1,093 4.7%
Adjusted EBITDA for the
year/period . .. ...... 1,036 2.0% 1,155 1.7% 2,873  3.7% 634 3.7% 1,807 7.8%

For details, see “Financial Information — Results of Operations.”
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Non-IFRS Measures

To supplement our consolidated financial statements, which are presented in accordance
with IFRS, we also use adjusted net (loss)/profit and adjusted EBITDA as additional financial
measures, which are not required by, or presented in accordance with, IFRSs. We believe such
non-IFRS measures facilitate comparisons of operating performance from period to period and
company to company by eliminating potential impacts of items which our management
considers non-indicative of our operating performance, and they provide useful information to
[REDACTED] and others in understanding and evaluating our consolidated results of

operations in the same manner as they help our management.

However, our presentation of such non-IFRS measures may not be comparable to
similarly titled measures presented by other companies. The use of such non-IFRS measures
has limitations as an analytical tool, and you should not consider it in isolation from, or as
substitutes for an analysis of, our results of operations or financial condition as reported under
IFRS. Our presentation of such non-IFRS measures should not be construed as an implication
that our future results of operations will be unaffected by unusual or non-recurring items.

Adjusted net (loss)/profit represents (loss)/profit for the year/period excluding the effects
of (i) certain non-cash expenses, consisting of share-based payments, (ii) items which we do
not believe are reflective of our core operating performance during the periods presented,
including currency translation difference in connection with certain inter-company loans,
losses or gains on fair value changes, disposals, or deemed disposals of investments and other
assets, non-cash portion of return for investor’s investment in consolidated limited
partnerships, impairment losses on associates and joint ventures accounted for using the equity
method, and amortization of intangible assets resulting from acquisitions, and (iii) items that
are typically one-off and non-recurring in nature, including [REDACTED].

Adjusted EBITDA represents profit/(loss) for the year/period excluding the effects of (i)
certain non-cash expenses, consisting of share-based payments, (ii) items which we do not
believe are reflective of our core operating performance during the periods presented,
including currency translation difference in connection with certain inter-company loans,
losses or gains on fair value changes, disposals, or deemed disposals of investments and other
assets, and impairment losses on associates and joint ventures accounted for using the equity
method, (iii) items that are typically one-off and non-recurring in nature, including
[REDACTED], and (iv) finance costs, finance income, depreciation of and impairment losses
on property, plant and equipment, investment properties and other right-of-use assets,
amortization of and impairment losses on right-of-use assets (land use rights), amortization of
intangible assets, and income tax expenses.

—11 =
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The following tables set forth the reconciliations of our non-IFRS financial measures for

the periods indicated to the nearest measure prepared in accordance with IFRS:

(Loss)/profit for the year/period
Add:
Share-based payments
Currency translation difference in connection with
certain inter-company loans
Losses/(gains) on fair value changes, disposals, or
deemed disposals of investments and other
assets
Non-cash portion of return for investor’s
investment in consolidated limited partnerships .
Impairment losses on associates and joint ventures
accounted for using the equity method. . . . . . .
Amortization of intangible assets resulting from
acquisitions
[REDACTED]. . . ... ... .. ... ... ......
Tax effects of non-IFRS adjustments

Adjusted net (loss)/profit for the year/period. . .

Adjusted net (loss)/profit margin. . . ... ... ...

(Loss)/profit for the year/period
Add:
Finance costs. . . ... ... ... ... .. ...
Finance income
Share-based payments
Currency translation difference in connection with
certain inter-company loans
Losses/(gains) on fair value changes, disposals, or
deemed disposals of investments and other
assets
Impairment losses on associates and joint ventures
accounted for using the equity method. . . . . . .
Depreciation of and impairment losses on property,
plant and equipment, investment properties and
other right-of-use assets. . . . ... .........
Amortization of and impairment losses on right-of-
use assets (land use rights). . . .. ... ... ...
Amortization of intangible assets
[REDACTED]. . . ... ... ... ... ......
Income tax expenses . . . .. .. ............

Adjusted EBITDA for the year/period

Adjusted EBITDA margin. . . ... ... .......

Three Months

Year Ended March 31, Ended June 30,

2021 2022 2023 2022 2023
RMB RMB RMB RMB RMB
(Unaudited)
(in millions, except for percentages)
(2,015) (2,286) (2,801) (370) 288
849 2,002 2,146 322 323
(369) (159) 515 153 59
237 (1,165) (351 (200) 301
414 435 456 98 103
- - 229 - -
74 72 72 18 18
[REDACTED]  [REDACTED]  [REDACTED] [REDACTED] [REDACTED]
(19) 71 13 9 (11)
(829) (1,030) 279 30 1,093
(1.6%) (1.5%) 0.4% 0.2% 4.7%

Three Months

Year Ended March 31, Ended June 30,

2021 2022 2023 2022 2023
RMB RMB RMB RMB RMB
(Unaudited)
(in millions, except for percentages)
(2,015) (2,286) (2,801) (370) 288
1,140 1,214 1,258 270 323
(509) (310) (437) (71) (172)
849 2,002 2,146 322 323
(369) (159) 515 153 59
237 (1,165) 351) (200) 301
- - 229 - -
1,443 1,476 1,855 419 581
78 83 100 27 23
84 81 80 20 19
[REDACTED]  [REDACTED]  [REDACTED] [REDACTED] [REDACTED]
98 219 279 64 50
1,036 1,155 2,873 634 1,807
2.0% 1.7% 3.7% 3.7% 7.8%

— 12 =
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Selected Consolidated Balance Sheet Data

The table below sets forth our selected consolidated balance sheet data as of the dates

indicated:
As of
As of March 31, June 30,
2021 2022 2023 2023
RMB RMB RMB RMB
(in millions)
Total non-current assets . . .......... 29,498 41,378 45,842 47,622
Total current assets . . . . ... ........ 26,255 17,503 26,009 30,214
Total assets. . . . ... ............. 55,753 58,881 71,851 77,836
Total non-current liabilities . . . ... .. .. 13,930 15,525 23,002 24,672
Total current liabilities . . . . ... ... ... 18,398 21,486 22,400 25,232
Total liabilities . . . . ... ... ... .... 32,328 37,011 45,402 49,904
Equity attributable to owners of the
Company . . . ... ... ... 22,586 21,353 25,079 26,648
Non-controlling interests. . . . .. ... ... 839 517 1,370 1,284
Total equity . . ... ... ........... 23,425 21,870 26,449 27,932

Selected Consolidated Statement of Cash Flows Data

The following table sets out our selected consolidated cash flow data for the periods
indicated:

Three Months

Year Ended March 31, Ended June 30,
2021 2022 2023 2022 2023
RMB RMB RMB RMB RMB

(Unaudited)

(in millions)

Net cash flows generated from/

(used in) operating activities. . . . . . . . 4,934 2,330 1,859 (660) 1,071
Net cash flows (used in)/generated from

investing activities . . . . . ... ... ... (13,098) (2,777) (11,296) (1,284) 2,107
Net cash flows (used in)/generated from

financing activities. . . . . ... ... ... (861) (696) 7,625 2,374 3,375
Net (decrease)/increase in cash

and cash equivalents. . . . . ... ... .. (9,025) (1,143) (1,812) 430 6,553
Cash and cash equivalents at the beginning

of the year/period . . ............ 22,319 11,819 10,198 10,198 8,784
Effects of exchange rate changes

on cash and cash equivalents. . . . . ... (1,475) (478) 398 386 171

Cash and cash equivalents at
the end of the year/period . .. ... .. 11,819 10,198 8,784 11,014 15,508

— 13 -
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Selected Operating Data

The table below sets forth selected operating data for our international and China logistics
businesses for the periods indicated:

Three Months
Year Ended March 31, Ended June 30,

2021 2022 2023 2022 2023

(in millions)

International logistics — parcel volume . . . 1,381 1,679 1,519 347 439
China logistics — number of logistics
orders fulfilled . . ... ........... 1,116 1,462 2,311 545 736

OUR CONTROLLING SHAREHOLDERS AND CONNECTED TRANSACTIONS

As of the Latest Practicable Date, Alibaba, through its wholly-owned subsidiaries, is
indirectly interested in 10,690,860,833 Shares, representing approximately 69.54% of our total
issued share capital. Immediately after the completion of the [REDACTED] (assuming (i) the
[REDACTED] is not exercised and (ii)) no other Shares are issued under the
Pre-[REDACTED] Equity Incentive Plans and Post-[REDACTED] Equity Incentive Plan),
Alibaba, through its wholly-owned subsidiaries, will control approximately [REDACTED]%
of our total issued share capital. Therefore, Alibaba, together with its wholly-owned
subsidiaries, will be our Controlling Shareholders, and our Company will remain as a
subsidiary of Alibaba after the [REDACTED].

We have entered into a number of transactions with Alibaba, its subsidiaries and
associates on arm’s length terms which constitute the framework of our comprehensive
business cooperation: (i) the IP Licensing Agreement, whereby Alibaba Group and our Group
will share the use of certain intellectual properties underlying certain software and
technologies used in their respective business operations on a non-exclusive, perpetual and
royalty-free basis; (ii) Advertisement and Promotional Services Framework Agreements,
whereby we will provide Alibaba, its subsidiaries and associates certain advertisement and
promotional services; (iii) Technical Services Framework Agreements, whereby we will
provide Alibaba, its subsidiaries and associates hardware and software technical support
services; (iv) Warehouse Consultancy and Management Cooperation Agreement, whereby we
will provide Alibaba, its subsidiaries and associates warehouse consultancy and management
services; (v) Cloud Services Framework Agreement, whereby Alibaba Cloud Computing Ltd.
will provide and/or cause its subsidiaries and associates to provide to our Group public cloud
computing services; (vi) Shared Services Framework Agreement, whereby Alibaba.com China
Limited will provide and/or cause its subsidiaries and associates to provide to our Group
certain back-office and administrative support and shared services; (vii) Supply Chain
Solutions and Logistics Services Framework Agreements, whereby we will provide Alibaba, its
subsidiaries and associates integrated supply chain solutions and other logistics services; (viii)
Express Delivery Services Framework Agreements, whereby Zhejiang Danniao will provide to
our Group certain premium express delivery services in China, and Zhejiang Yizhan will
provide to our Group pick-up services for Cainiao Guoguo (3 /52%); and (ix) Freight
Delivery Services Agreement, whereby BEST Logistics Technologies (China) Co., Ltd. will
provide to our Group certain freight delivery services, including line-haul transportation.

_ 14—
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We have applied for and the Stock Exchange [has granted] waivers for strict compliance
with the Listing Rules in respect of these transactions. See “Connected Transactions” for
details.

CONTRACTUAL ARRANGEMENTS

Our Company operates or may operate in certain industries that are subject to restrictions
under the current PRC laws and regulations. In order to comply with such laws while availing
ourselves of international capital markets and maintaining effective control over all of our
operations, we enhanced the structure we use to hold the VIE Entity and entered into the
Contractual Arrangements. The equity interest of the VIE Entity, instead of being directly held
by an individual, is currently directly held by an SPV, Hangzhou Chaohu, which in turn is
indirectly held (through another layer of SPV, Hangzhou Yuehu) by two individual PRC
citizens, each of whom holds 50% of the equity interest in Hangzhou Yuehu. See “Contractual
Arrangements” for details.
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The following diagram sets out the current ownership structure and the Contractual

Arrangements of the VIE Entity:

Offshore

Our Company
(Cayman Islands)

100%

A

Cainiao BVI
(BVI)

100%
A
Cainiao HK
(Hong Kong)

Onshore

*“*— 7 denotes legal and beneficial ownership

*==" denotes contractual relationship

Notes:

(1

(€3

3)

100%

WFOE
(PRC)

100%
3 Note (1)
Zhejiang Cainiao R

Mr. Qiang LI Ms. Hong LIU

Note (4)

Note (5)
100%

(PRC) S s s e e
] T T Note (2) 50% 50%
Other Subsidiaries i i .
(PRC) i i i Note (2)
Note (3)
; ; 100%

Note (5)

Note (6)

Zhejiang Cainiao agreed to provide an interest-free loan to the Registered Shareholders, which may only be
used for the purpose of the business operation activities agreed by Zhejiang Cainiao. See
“Contractual Arrangements — Our Contractual Arrangements — Summary of the agreements under the
Contractual Arrangements — Loan agreements”.

The Registered Shareholders agreed to grant an exclusive option to Zhejiang Cainiao to purchase all or any
part of the equity interests from the Registered Shareholders and/or all or any of the assets in Hangzhou Yuehu.
See “Contractual Arrangements — Our Contractual Arrangements — Summary of the agreements under the
Contractual Arrangements — Exclusive option agreements”. The Registered Shareholders irrevocably
appointed Zhejiang Cainiao or its designee(s) to act as their attorney on their behalf to exercise all rights in
connection with matters concerning their right as shareholders of Hangzhou Yuehu. See “Contractual
Arrangements — Our Contractual Arrangements — Summary of the agreements under the Contractual
Arrangements — Powers of attorney on shareholders’ voting rights”. The Registered Shareholders agreed to
pledge all of their respective equity interests in Hangzhou Yuehu to Zhejiang Cainiao, as a security interest to
guarantee the performance of contractual obligations and the payment of the outstanding loan of the Registered
Shareholders under the Contractual Arrangements. See “Contractual Arrangements — Our Contractual
Arrangements — Summary of the agreements under the Contractual Arrangements — Equity interest pledge
agreements”.

Hangzhou Yuehu agreed to engage Zhejiang Cainiao as its exclusive provider of, among other matters,
technical support and consultancy services in exchange for service fees. See “Contractual Arrangements —
Our Contractual Arrangements — Summary of the agreements under the Contractual Arrangements —
Exclusive service agreements”.
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(4)  Zhejiang Cainiao agreed to provide an interest-free loan to Hangzhou Chaohu, which may only be used for the
purpose of the business operation activities agreed by Zhejiang Cainiao. See “Contractual Arrangements —
Our Contractual Arrangements — Summary of the agreements under the Contractual Arrangements — Loan
agreements”.

(5) Hangzhou Chaohu agreed to grant an exclusive option to Zhejiang Cainiao to purchase all or any part of the
equity interests from Hangzhou Chaohu and/or all or any of the assets in the VIE Entity. See “Contractual
Arrangements — Our Contractual Arrangements — Summary of the agreements under the Contractual
Arrangements — Exclusive option agreements”. Hangzhou Chaohu irrevocably appointed Zhejiang Cainiao or
its designee(s) to act as its attorney on its behalf to exercise all rights in connection with matters concerning
its right as the sole shareholder of the VIE Entity. See “Contractual Arrangements — Our Contractual
Arrangements — Summary of the agreements under the Contractual Arrangements — Powers of attorney on
shareholders’ voting rights”. Hangzhou Chaohu agreed to pledge all of its respective equity interests in the VIE
Entity to Zhejiang Cainiao, as a security interest to guarantee the performance of contractual obligations and
the payment of the outstanding loan of Hangzhou Chaohu under the Contractual Arrangements. See
“Contractual Arrangements — Our Contractual Arrangements Summary of the agreements under the
Contractual Arrangements — Equity interest pledge agreements”.

(6)  The VIE Entity agreed to engage Zhejiang Cainiao as its exclusive provider of, among other matters, technical
support and consultancy services in exchange for service fees. See “Contractual Arrangements — Our
Contractual Arrangements — Summary of the agreements under the Contractual Arrangements — Exclusive
service agreements”.

(7)  “i 7 denotes our Registered Shareholders, which are Mr. Qiang LI and Ms. Hong LIU.

(8)  “[~ denotes our Consolidated Affiliated Entities, which are Hangzhou Yuehu, Hangzhou Chaohu and the
VIE Entity.

OUR PRE-[REDACTED] INVESTMENTS

We received multiple series of equity financings from our Pre-[REDACTED] Investors
from 2016 to 2020 to support the expansion of our business operations. See “History and
Corporate Structure — Pre-[REDACTED] Investments.”

DIVIDEND POLICY

Since our inception, we have not declared or paid any dividends on our Shares. We have
no present plan to pay any dividends on our Shares in the foreseeable future. We currently
intend to retain most, if not all, of our available funds and any future earnings to operate and
expand our business.

Any future determination to pay dividends will be made at the discretion of our board of
directors and may be based on a number of factors, including our future operations and
earnings, capital requirements and surplus, general financial condition, contractual restrictions
and other factors that the board of directors may deem relevant. See “Financial Information —
Dividend Policy.”
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[REDACTED]

[REDACTED]

We expect to incur [REDACTED] of approximately RMB[REDACTED], representing
approximately [REDACTED]% of the [REDACTED], assuming that the [REDACTED] is
conducted at the indicative [REDACTED] per [REDACTED] of HK${REDACTED] for both
[REDACTED] and [REDACTED] and the [REDACTED] is not exercised, of which,
approximately RMB[REDACTED] is expected to be recognized as general and administrative
expenses and approximately RMB[REDACTED] is expected to be capitalized and deducted
from equity upon completion of the [REDACTED]. In respect of the total amount charged or
to be charged to our profit or loss, approximately RMB[REDACTED] has been charged to our
profit or loss during the Track Record Period and the remaining RMB[REDACTED] is
expected to be charged to our profit or loss after the Track Record Period.

USE OF [REDACTED]

We estimate that we will receive net [REDACTED] from the [REDACTED] of
approximately HK$[REDACTED] million after deducting estimated [REDACTED] and the
estimated [REDACTED] expenses payable by us and based upon an indicative [REDACTED]
of HK$[REDACTED] per [REDACTED] for both [REDACTED] and [REDACTED], and
assuming the [REDACTED] is not exercised in full. We plan to use the net [REDACTED] we
will receive from the [REDACTED] as follows:
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. Approximately [REDACTED]%, or HK$[REDACTED], is expected to be used for
further developing our international logistics capabilities and network;

. Approximately [REDACTED]%, or HK$[REDACTED], is expected to be used for
further developing our China domestic logistics capabilities and network;

. Approximately [REDACTED]%, or HK$[REDACTED], is expected to be used for

research and development and technology innovations; and

. Approximately [REDACTED]%, or HK$[REDACTED], will be used for working

capital and other general corporate purposes.
See “Future Plans and Use of [REDACTED].”
APPLICATION FOR [REDACTED] ON THE STOCK EXCHANGE

We have applied to the [REDACTED] of the Stock Exchange for the granting of the
[REDACTED] of, and permission to deal in, our Shares in issue and to be issued pursuant to
the [REDACTED] on the basis that, among other things, we satisfy the market
capitalization/revenue test under Rule 8.05(3) of the Listing Rules with reference to (i) our
revenue of RMB77,800 million (equivalent to approximately HK$84,828 million) for the fiscal
year ended March 31, 2023 exceeds HK$500 million, and (ii) our expected market
capitalization at the time of [REDACTED], which, based on the low-end of the indicative
[REDACTED] range, exceeds HK$4 billion.

[REDACTED]

RECENT DEVELOPMENTS

As a part of its new organizational and corporate governance implementation initiatives,
Alibaba has recently restructured its holding structure of our Company to establish a direct
equity relationship between Alibaba International Digital Commerce Group and us to reflect
the strategy to strengthen and leverage our collaborative relationships to develop additional
innovative solutions for cross-border e-commerce and further expand into international
markets. See “History and Corporate Structure — Major Shareholding Changes of Our
Company.”
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SUMMARY

On June 5, 2023, Zhejiang Cainiao, our wholly-owned subsidiary, entered into a share
transfer agreement with Shanghai De’e Industrial Development Co., Ltd., a wholly-owned
subsidiary of Alibaba, pursuant to which Shanghai De’e agreed to transfer to our Company all
of its equity interest in STO Express Co., Ltd., representing approximately 25% of the issued
share capital of STO, at a total consideration of approximately RMB3,878 million. Upon
completion on August 31, 2023, our Company holds approximately 25% of the issued share
capital of STO. See “Waivers from Strict Compliance with the Listing Rules and Exemptions
from the Companies (Winding up and Miscellaneous Provisions) Ordinance — Waiver in
respect of Acquisition after the Track Record Period.”

To streamline our corporate structure, we have entered into agreements with Alibaba
Group to acquire the minority interests of certain of our non wholly-owned subsidiaries. The
consideration of RMB110 million for such acquisitions was based on arm’s length commercial
negotiations, and was fully settled by cash as of August 30, 2023. See Note 43 of the
Accountant’s Report set out in Appendix I to this document.

NO MATERIAL ADVERSE CHANGE

After due and careful consideration, our Directors confirm that, up to the date of this
document, there has not been any material adverse change in our financial or trading position
or prospects since June 30, 2023, and there has been no event since June 30, 2023 which would
materially affect the information shown in the Accountant’s Report in Appendix I to this

document.
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DEFINITIONS

In this document, unless the context otherwise requires, the following terms shall
have the meanings set out below.

“2015 Draft PRC Foreign
Investment Law”

“2015 Plan”

“2018 Plan”

“2019 PRC Foreign Investment

’

Law

“Accountant’s Report”

“affiliate(s)”

“AFRC”

“Ali CN Investment”

the PRC Foreign Investment Law (Consultation Draft) ( {*
e\ R AN M £ B VA (R EOK E 7 AS)) ) published
by the MOFCOM in January 2015

the equity incentive plan of our Company adopted on
December 30, 2015, as amended from time to time, the
principal terms of which are set out in the section headed
“Statutory and General Information — D. Equity
Incentive Plans — 1. 2015 Plan” in Appendix V to this
document

the equity incentive plan of our Company adopted on
October 31, 2018, as amended from time to time, the
principal terms of which are set out in the section headed
“Statutory and General Information — D. Equity
Incentive Plans — 2. 2018 Plan” in Appendix V to this
document

the PRC Foreign Investment Law ( (% A RN Fh
P &) ) adopted at the Second Session of the
Thirteenth National People’s Congress of the PRC on
March 15, 2019

the accountant’s report of the Company for the Track
Record Period, the text of which is set out in Appendix I
to this document

with respect to any specified person, any other person,
directly or indirectly, controlling or controlled by or
under direct or indirect common control with such
specified person

the Accounting and Financial Reporting Council of Hong
Kong

Ali CN Investment Holding Limited, a BVI business
company incorporated in the BVI on May 15, 2015, a
wholly-owned subsidiary of Alibaba and a Controlling
Shareholder of our Company
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DEFINITIONS

“Ali KB Investment”

“Alibaba”

“Alibaba Cayman”

“Alibaba Group”

“Alibaba International”

“Alibaba Investment”

“Alibaba Limited”

“Alibaba Treasury”

Ali KB Investment Holding Limited, an exempted
company incorporated in the Cayman Islands on July 7,
2015, a wholly-owned subsidiary of Alibaba and a
Controlling Shareholder of our Company

Alibaba Group Holding Limited (P B & (45 [ 22 B A5 PR
/v H]), an exempted company incorporated in the Cayman
Islands with limited liability on June 28, 1999 (American
Depositary Shares of which are listed on the New York
Stock Exchange (ticker symbol: BABA) and ordinary
shares of which are listed on the Main Board of the Stock
Exchange (stock code: 9988 (HKD Counter) and 89988
(RMB Counter)) and a Controlling Shareholder of our
Company

Alibaba.com International (Cayman) Holding Limited, an
exempted company incorporated in the Cayman Islands
on July 19, 2006, a wholly-owned subsidiary of Alibaba
Investment and a Controlling Shareholder of our
Company

Alibaba and its consolidated subsidiaries and its
consolidated affiliated entities, excluding our Group

Alibaba.com International (BVI) Holding Limited, a BVI
business company incorporated in the BVI on March 8,
2000, a wholly-owned subsidiary of Alibaba Cayman and
a Controlling Shareholder of our Company

Alibaba.com Investment Holding Limited, a BVI
business company incorporated in the BVI on September
20, 2006, a wholly-owned subsidiary of Alibaba Limited
and a Controlling Shareholder of our Company

Alibaba.com Limited (P EEHZEARAR]), an
exempted company incorporated in the Cayman Islands
on September 20, 2006, which is held by Alibaba as to
80.02% and Alibaba Treasury as to 19.98% and a
Controlling Shareholder of our Company

Alibaba Group Treasury Limited, a BVI business
company incorporated in the BVI on February 15, 2008,
a wholly-owned subsidiary of Alibaba and a Controlling
Shareholder of our Company
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DEFINITIONS

“Articles” or “Articles of
Association”

bl

“Board” or “Board of Directors’

“business day”

“BVI”

“CAGR”

“Cainiao BVI”

“Cainiao HK”

“Cayman Companies Act” or

“Companies Act”

“China” or “the PRC”

the tenth amended and restated articles of association of
our Company adopted by a special resolution passed on
[®], 2023 with effect from the [REDACTED], a
summary of which is set out in Appendix IV to this
document

the board of directors of our Company

any day (other than a Saturday, Sunday or public holiday)
on which banks in Hong Kong are generally open for
business

the British Virgin Islands

compound annual growth rate

Cainiao Smart Logistics Network (BVI) Limited, a BVI
business company incorporated in the BVI on May 29,
2015 and a wholly-owned subsidiary of our Company
Cainiao Smart Logistics Network (Hong Kong)
Limited CR&Z B I A (F ) AR F]), a company

incorporated in Hong Kong with limited liability on June
17, 2015 and a wholly-owned subsidiary of our Company

[REDACTED]

the Companies Act (2023 Revision) of the Cayman
Islands, as amended, supplemented or otherwise modified
from time to time

[REDACTED]

the People’s Republic of China
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DEFINITIONS

“CIC”

“CIC Report”

“Class A Ordinary Share(s)”

“Class B Ordinary Share(s)”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)

Ordinance”

“Company”, “our Company”,

“We” or “uS”

“connected person(s)”

“connected transaction(s)”

“Consolidated Affiliated Entities”

“Contractual Arrangements”

China Insights Industry Consultancy Limited, our

industry consultant

an independent market research report commissioned by
us and prepared by CIC for the purpose of this document

Class A ordinary share(s) in the share capital of our
Company with a par value of US$0.000001 each

Class B ordinary share(s) in the share capital of our
Company with a par value of US$0.000001 each

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended or supplemented from time to
time

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended or supplemented from time to time

Cainiao Smart Logistics Network Limited (& 558 =¥
H#5 A B F]), an exempted company incorporated in
the Cayman Islands with limited liability on May 20,
2015

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

the entities we control through the Contractual
Arrangements, namely Hangzhou Yuehu, Hangzhou
Chaohu and the VIE Entity. For further details of the
entities, see “History and Corporate Structure” in this
document

the exclusive service agreements, the loan agreements,
the exclusive option agreements, the powers of attorney
on shareholders’ voting rights, the equity interest pledge
agreements and the spouse undertakings as more
particularly described in the section headed “Contractual
Arrangements” in this document
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DEFINITIONS

“Controlling Shareholder(s)”

“C-REIT”

“CSRC”

“Director(s)”

“Elite Data”

“Elite Idea”

“EU”

“Extreme Conditions”

“GDPR”

has the meaning ascribed to it under the Listing Rules
and, strictly in accordance with such meaning, includes
Alibaba, Ali CN Investment, Alibaba Treasury, Alibaba
Limited, Alibaba Investment, Alibaba Cayman, Alibaba
International and Ali KB Investment, and “Controlling
Shareholder” shall mean any one of them

China real estate investment trust

China Securities Regulatory Commission ([ #5 7 B &
EHZEE®E)

the director(s) of our Company

Elite Data Company Ltd, a BVI business company
incorporated in the BVI on April 14, 2020 which is
wholly owned by Guojun Evergreen Trust and a
Shareholder of our Company

Elite Idea Investment Limited, a BVI business company
incorporated in the BVI on June 13, 2023 which is wholly
owned by Guojun Evergreen Trust and a Shareholder of
our Company

the European Union

any extreme conditions or events, the occurrence of
which will cause interruption to the ordinary course of

business operations in Hong Kong and/or that may affect
the [REDACTED]

[REDACTED]

the European Union General Data Protection Regulation

[REDACTED]

25—



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

DEFINITIONS

9 LR T3 2

“Group”, “our Group”, “we”,

“Our” or “us’a

“Hangzhou Chaohu”

“Hangzhou Xiniao”

“Hangzhou Yuehu”

“HK$”

our Company and our subsidiaries, or where the context
so requires, in respect of the period before our Company
became the holding company of our present subsidiaries,
the business operated by such subsidiaries or their
predecessors (as the case may be)

Hangzhou Chaohu Network Technology Co., Ltd.* (HLJH
RS AE BT A PR A F]), a company established in the
PRC with limited liability on August 18, 2023, which is
wholly owned by Hangzhou Yuehu and a Consolidated
Affiliated Entity of our Company

Hangzhou Xiniao Logistics Technology Co., Ltd.* (HLJH
RSB AR/ A, a company established in the
PRC on April 12, 2018, a non wholly-owned subsidiary
of our Company which is held by our Company as to
56.6%, Ningbo Meishan Bonded Port Area Fushan
Investment Co., Ltd.* (ZEWME LR BESER R
/vH]) as to 18.5%, Shentong Investment Management
(Zhoushan) Co., Ltd.* (R#EBEEHT A FRAF]) as
to 13.9% and Zhejiang Zhongrui Investment Management
Co., Ltd.* (i{LiF % & HAFRAF) as to 11.0%
Hangzhou Yuehu Enterprise Management Co., Ltd.* (¥
JH B R AR 2EE PEA FRZ2 A]), a company established in the
PRC with limited liability on August 16, 2023, which is
wholly owned by the Registered Sharecholders and a
Consolidated Affiliated Entity of our Company

Hong Kong dollars, the lawful currency of Hong Kong

[REDACTED]
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DEFINITIONS

[REDACTED]

“Hong Kong” or “HK” the Hong Kong Special Administrative Region of the
PRC

[REDACTED]

“IFRS” International Financial Reporting Standards, amendments
and the related interpretations issued by the International
Accounting Standards Board

“independent third party(ies)” person(s) or company(ies), who/which, to the best of our
Directors’ knowledge, information and belief, having
made all reasonable enquiries, is/are not our connected
persons as defined under the Listing Rules

[REDACTED]

27 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

DEFINITIONS

“Joint Sponsors”

“Keen Leap”

“Latest Practicable Date”

[REDACTED]

the joint sponsors as named in the section headed
“Directors and Parties Involved in the [REDACTED]” of
this document

Keen Leap International Limited, a BVI business
company incorporated in the BVI on September 5, 2022
which is wholly owned by Guojun Evergreen Trust and a

Shareholder of our Company
September 20, 2023, being the latest practicable date
prior to the printing of this document for the purpose of

ascertaining certain information contained in this

document

[REDACTED]
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DEFINITIONS

“Listing Committee”

“Listing Rules”

“M&A Rules”

“Main Board”

“Major Subsidiaries”

“Memorandum” or
“Memorandum of Association”

“MIIT”

“MOFCOM”

“Mr. Tsai” or “Joseph C. TSAI”

“NYSE”

the Listing Committee of the Stock Exchange

[REDACTED]

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended or
supplemented from time to time

the Regulations on Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors (it 7N & 34 1 3%
KA SE R AR E )

the stock market (excluding the option market) operated
by the Stock Exchange which is independent from and
operated in parallel with the Growth Enterprise Market of
the Stock Exchange

our subsidiaries and consolidated affiliated entities as
identified in “History and Corporate Structure — Our
Major Subsidiaries”

the tenth amended and restated memorandum of
association of our Company adopted by the Shareholders
by a special resolution passed on [®], 2023 with effect
from the [REDACTED], a summary of which is set out
in Appendix IV to this document

Ministry of Industry and Information Technology of the
PRC ("3 A\ RN T3EAME AL ET)

Ministry of Commerce of the PRC ("3 A R LB o5 5
i)

Joseph Chung TSAI (#45%15), chairman of our Board and
one of our non-executive Directors

New York Stock Exchange
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DEFINITIONS

“Post-[REDACTED] Equity
Incentive Plan”

“PRC government” or “State”

“PRC Legal Adviser”

“Pre-[REDACTED] Equity
Incentive Plans”

“Pre-[REDACTED] Investments”

[REDACTED]

the post-[REDACTED] equity incentive plan of our
Company conditionally adopted pursuant to a resolution
passed by our Shareholders on [®], 2023, the principal
terms of which are set out in the section headed
“Statutory and General Information — D. Equity
Incentive Plans — 3. Post-[REDACTED] Equity
Incentive Plan” in Appendix V to this document

the central government of the PRC, including all political
subdivisions (including provincial, municipal and other
regional or local government entities) and its organs or,
as the context requires, any of them

Fangda Partners, acting as legal counsel as to PRC law to
our Company

collectively, the 2015 Plan and the 2018 Plan

the investments made by the Pre-[REDACTED]
Investors, the principal terms of which are summarized in
“History and Corporate Structure — Pre-[REDACTED]
Investments” in this document
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DEFINITIONS

“Profit Reach”

“QIB”

“Registered Shareholders”

“Regulation S”

“RMB ”»”

“RSU(S)”

“Rule 144A”

“SAFE”

“SAFE Circular 377

[REDACTED]

Profit Reach International Limited, a BVI business
company incorporated in the BVI on April 21, 2015
which is wholly owned by Guojun Evergreen Trust and a
Shareholder of our Company

[REDACTED]

a qualified institutional buyer within the meaning of Rule
144A

the registered shareholders of Hangzhou Yuehu, namely
Mr. Qiang LI and Ms. Hong LIU

Regulation S under the U.S. Securities Act
Renminbi, the lawful currency of the PRC

restricted share unit(s) granted under the
Pre-[REDACTED] Equity Incentive Plans and/or the
Post-[REDACTED] Equity Incentive Plan

Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the People’s
Republic of China (% A R IAN B B 52 ) MEA 34 JR))

the “Circular on Relevant Issues Concerning Foreign
Exchange Control on Domestic Residents’ Offshore
Investment and Financing and Roundtrip Investment
through Special Purpose Vehicles” ( B 58 A f& R AH 8
Frik B B2 R 5 A MR R 1 S RE A PR B el
(%8 %0) ) issued by SAFE with effect from July 4, 2014
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DEFINITIONS

“SAMR” or “SAIC”

“SEC” or “U.S. SEC”

“SFC”

“SFO” or “Securities and

Futures Ordinance”

“Share(s)” or “Ordinary Share(s)”

“Shareholder(s)”

“Shareholders” Agreement”

“SPV”

“Stock Exchange” or “HKEX”

State Administration for Market Regulation ([ %<7 %5 ¥
BHE AR )R)), formerly known as State Administration of
Industry and Commerce of the PRC (H#E A [ ILA[E 5]
X L AT B B

the U.S. Securities and Exchange Commission

the Securities and Futures Commission of Hong Kong
the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended or supplemented from

time to time

ordinary share(s) in the share capital our Company with
a par value of US$0.000001 each

holder(s) of our Shares

the shareholders agreement dated May 12, 2023 entered
into between, among others, our Company, Ali CN
Investment, Ali KB Investment, Profit Reach and the then
Shareholders of our Company, as amended by the
amendment to the shareholders agreement dated
September 18, 2023

[REDACTED]

a special purpose vehicle

[REDACTED]

The Stock Exchange of Hong Kong Limited
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DEFINITIONS

“Takeovers Code”

“Track Record Period”

“UK” or “United Kingdom”

“U.S.” or “United States”

“U.S. dollars” or “US$”

“U.S. Securities Act”

“VIE Entity” or “Hangzhou

Cainiao”

“WFOE”

the Hong Kong Code on Takeovers and Mergers, as
amended, supplemented or otherwise modified from time
to time

the years ended March 31, 2021, 2022 and 2023 and the
three months ended June 30, 2023

the United Kingdom of Great Britain and Northern
Ireland

[REDACTED]

the United States of America

United States dollars, the lawful currency of the United
States

the United States Securities Act of 1933, as amended
from time to time

Hangzhou Cainiao Logistics Information Technology
Co., Ltd.* (FUIHR B ifE ERH A FRAF), a company
established in the PRC with limited liability on June 18,
2015 and a Consolidated Affiliated Entity of our
Company

Cainiao Network Technology Co., Ltd.* (G5B
AR A]), a company established in the PRC on May 16,
2013 and a wholly-owned subsidiary of our Company

[REDACTED]
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DEFINITIONS

“Zhejiang ALOG”

“Zhejiang Cainiao”

“Zhejiang Danniao”

“Zhejiang Yizhan”

Zhejiang ALOG Supply Chain Management Co., Ltd* (#f
LR ESE A P A BR A F]), a company established in
the PRC on October 28, 2004, a wholly-owned subsidiary
of Zhejiang Cainiao

Zhejiang Cainiao Supply Chain Management Co., Ltd.*
(AL R it e g FE AT FRA F]), a company established
in the PRC on July 4, 2012, a direct wholly-owned
subsidiary of the WFOE and a wholly-owned subsidiary
of our Company

Zhejiang Danniao Logistics Technology Co., Ltd.* (#7{L
FHEYRBHEL AR /AF]), a company established in the
PRC on August 31, 2009, a non wholly-owned subsidiary
of our Company which is held by our Company as to
80.49% and Alibaba Group as to 19.51%

Zhejiang Yizhan Network Technology Co., Ltd.* (#f7L%#
REA A FHY A R/ F]), a company established in the PRC
on July 12, 2017, a non wholly-owned subsidiary of our
Company which is held by our Company as to 51%,
Alibaba Group as to 16.77%, Shanghai Zhongtongji
Network Technology Co., Ltd.* (i H il & #4& Bl A
FRZ>H]) as to 13.75% and other minority shareholders as
to 18.48%

“%” per cent.
* For identification purposes only

In this document, the terms “associate(s)”, “close associate(s)”, “connected person(s)”,
“connected transaction(s)”, “core connected person(s)”’, ‘“controlling shareholder(s)”,

“subsidiary(ies)” and “substantial shareholder(s)” shall have the meanings given to such

terms in the Listing Rules, unless the context otherwise requires.
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GLOSSARY

This glossary of technical terms contains explanations of certain technical terms
used in this document. As such, these terms and their meanings may not correspond to
standard industry meanings or usage of these terms.

“AGVS”

“AI”

“AliExpress”

“API”

“AS/RS”

“BMS”

“BSAs”

“B 2B ”»

“B 2C”

“CPFR”

“DSCC”

“e_Hub”

“ES G”

“express delivery”

“first-mile pick-up”

automated guided vehicles

artificial intelligence

a global retail marketplace operated by Alibaba Group
that enables global consumers to buy directly from
manufacturers and distributors in China and around the
world

application programming interface

automated storage and retrieval system

business management system

block space agreements

business-to-business

business-to-consumer

collaborative, planning, forecasting and replenishment,
an application as part of our digital supply chain

solutions

digital supply chain center, an application as part of our
digital supply chain solutions

integrated e-commerce logistics hub combining sorting,
consolidation, warehousing and distribution capabilities

environmental, social and governance
the moving of parcels from place of origin to destination,
typically through first-mile pick-up, sorting, line-haul

transportation and last-mile delivery

initial collection of a parcel in preparation for subsequent
transportation
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GLOSSARY

“FMCG”

“GFA”

“GHG”

“GMV”

“IOT”

“last-mile delivery”

“line-haul transportation”

“logistics”

“logistics orders fulfilled”

“MAUs”

“omni-channel”

“OMS”

“OTWB operations suite”

“parcel volume”

“PDAN

“‘pick-up, drop-off’ stations”

“REITN

“reverse logistics”

fast-moving consumer goods

gross floor area

greenhouse gas

gross merchandise value

Internet of things

transportation of a parcel from the local delivery station
to the final delivery destination

the long-distance movement of freight, goods or parcels,
typically between cities or countries through air, ocean,
rail or road transportation

the movement of freight, goods or parcels from the
shipper to the recipients

logistics orders we fulfilled for our customers

monthly active users

a business strategy that aims to provide a seamless
shopping experience across all channels, including in
store and online

order management system

order, transportation, warehouse and business operations
suite

the number of parcels delivered (for our supply chain
solutions, where one order may be fulfilled through one
or more parcels, we count each order as one parcel only)

personal digital assistant, a handheld device used for
warehouse management

stations that enable consumers to pick up or drop off their
parcels

real estate investment trust

logistics services that manage the movement of goods
from consumers back to manufacturers or sellers
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GLOSSARY

“RFID”

“SKU”

“SME”

“sorting center”

“supply chain”

“TMS”

“WMS”

radio-frequency identification

stock keeping unit, a unique identifier used in retail and
manufacturing to keep track of inventory

small and medium-sized enterprises

transshipping and operating centers that connect
transportation resources including that for centralized
parcel sorting, distribution and transshipment

an interconnected system of warehousing, distribution
and delivery of goods

Transportation Management System

Warehouse Management System
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements that involve risks and uncertainties,
including statements based on our current expectations, assumptions, estimates and projections
about us, our industries and the regulatory environment in which we, our customers and our
logistics partners operate. These statements involve known and unknown risks, uncertainties
and other factors that may cause our actual results, performance or achievements to be
materially different from those expressed or implied by the forward-looking statements. In
some cases, these forward-looking statements can be identified by words or phrases such as
“may,” “will,” “expect,” “target,” “goal,” “anticipate,” “aim,” “estimate,” “intend,” “plan,”
“seek,” “believe,” “potential,” “continue,” “is/are likely to” or other similar expressions. The
forward-looking statements included in this document relate to, among others:
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. our growth strategies;

. our future business development and goals, results of operations and financial
condition;

. trends in the global e-commerce and e-commerce logistics industries;

. competition;

. fluctuations in general economic, political and business conditions in the

jurisdictions where we operate;

. expected changes in our revenues and certain cost and expense items and our
operating margins;

. geopolitical tensions, international trade policies, protectionist policies and other
policies that could place restrictions on economic and e-commerce activities;

. the regulatory environment in which we, our customers and our logistics partners
operate; and

. assumptions underlying or related to any of the foregoing.

The global e-commerce and e-commerce logistics industries or markets may not grow at
the rates projected by market data, or at all. The failure of these industries or markets to grow
at the projected rates may have a material adverse effect on our business, financial condition
and results of operations and the [REDACTED] of our Shares. If any one or more of the
assumptions underlying the industry or market data turns out to be incorrect, actual results may
differ from the projections based on these assumptions. You should not place undue reliance
on these forward-looking statements.

The forward-looking statements made in this document relate only to events or
information as of the date on which the statements are made in this document. We undertake
no obligation to update any forward-looking statements to reflect events or circumstances after
the date on which the statements are made or to reflect the occurrence of unanticipated events.
You should read this document and the documents that we have referred to in this document
completely and with the understanding that our actual future results may be materially different
from what we expect.

— 38 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

RISK FACTORS

An [REDACTEDY] in our Shares involves significant risks. You should carefully
consider all of the information set out in this document before making an
[REDACTEDY] in the Shares, including the risks and uncertainties described below in
respect of our business and our industry and the [REDACTED]. You should pay
particular attention to the fact that we are an exempted company incorporated in
Cayman Islands and that our operations are conducted in China and a number of other
Jjurisdictions, and we are facing different legal and regulatory environments. Our
business could be affected materially and adversely by any of these risks.

These factors are contingencies that may or may not occur, and we are not in a
position to express a view on the likelihood of any such contingency occurring. The
information given is as of the Latest Practicable Date unless otherwise stated, will not
be updated after the date hereof, and is subject to the cautionary statements in the
section headed “Forward-looking Statements” in this document.

RISKS RELATED TO OUR INDUSTRY AND BUSINESS

Our business and growth are significantly affected by the development of global e-commerce,
as well as macroeconomic and other factors that affect demand for logistics services.

We are a global leader in e-commerce logistics. We serve merchants, brands, consumers,
platforms as well as logistics companies participating in e-commerce in China and globally. As
such, our business and growth are highly dependent on the viability and prospects of the
e-commerce industry, which drives demand for logistics services, including ours, in China and
globally. Any uncertainties relating to the growth, profitability or regulatory regime of the
e-commerce industry in the jurisdictions where we operate could have a significant impact on
us. The development of the e-commerce industry is affected by a number of factors, most of
which are beyond our control. These factors include:

. macroeconomic and policy factors, such as economic growth, unemployment rates,
inflation and deflation, fluctuation of foreign exchange rates, volatility of stock and
property markets, interest rates, tax and tariff rates, energy demand and supply,
instability in the financial system, as well as monetary and fiscal policies adopted
by central banks and financial authorities of the world’s leading economies, among
others;

. changes in consumer disposable income, consumption power, demographics, tastes
and preferences, as well as confidence and spending behaviors;

. the selection, price and popularity of products offered on e-commerce platforms;
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. the emergence of alternative channels or business models that better suit the needs

of consumers;

. changes in laws and regulations, as well as government policies that govern the

e-commerce industry;

. changes in politics, including geopolitical tensions, military conflicts (such as the
Russia-Ukraine conflict), political turmoil and social instability;

. the development of logistics, payment and other ancillary services associated with

€-commerce;

. the growth of broadband and mobile Internet penetration and usage;

. the availability, reliability and security of e-commerce platforms; and

. the potential impact of any health epidemics on our business operations and the
overall economy.

We expect e-commerce to continue evolving in its forms and changing the ways in which
business is transacted, such as the integration of online sales and offline sales in supermarkets
and retail stores. As such, new opportunities and challenges may arise that drive further
demand for innovative, efficient, reliable and cost-effective logistics services. If the
e-commerce industry does not grow or develop as we expected, or if we cannot effectively
adapt to such industry trends, our market leadership position, results of operations and
prospects may be materially and adversely affected.

We may face challenges in expanding our international logistics business and operations.

We provide a comprehensive suite of cross-border logistics services to facilitate
deliveries of goods between China and a large number of destinations globally as well as
overseas local logistics services. As we continue to grow our international business and expand
our service coverage to more international destinations, we face risks associated with
expanding into, and operating in, an increasing number of geographic markets. In particular,
the expansion of our international logistics business will expose us to risks and challenges
inherent in operating businesses globally, including:

. lack of acceptance of our product and service offerings, and challenges of adapting

our offerings to preferences of a new geographic market, business practices, culture
and operations;
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. challenges in replicating or adapting our Company’s policies and procedures to
operating environments across various global markets, including technology,
logistics infrastructure as well as corporate culture;

. challenges in maintaining efficient and consolidated internal systems, including
information technology infrastructure, and in achieving customization and
integration of these systems with the other parts of our global network;

. changes in applicable cross-border e-commerce tax laws, such as the EU’s removal
of value-added tax exemption for cross-border parcels valued below 22 Euro in July
2021, and other new legislative developments in tax exemption which could reduce
the volume of cross-border e-commerce transactions and negatively affect our
cross-border logistics services;

. differing, complex and potentially adverse customs, import/export laws, tax rules
and regulations or other trade barriers or restrictions, related compliance obligations
and consequences of non-compliance, and any new developments in these areas;

. protectionist or national security policies that restrict our ability to:

o invest in or acquire companies;

o develop, import or export certain technologies, such as the national Al
initiative proposed by the U.S. government; or

0 utilize technologies that are deemed by local governmental regulators to pose
a threat to their national security;

. obtain or maintain the necessary licenses and authorizations to operate our
businesses;
. failure to attract and retain capable talents with international perspectives who can

effectively manage and operate our overseas local businesses;

. compliance with local laws and regulations, including those relating to logistics
services, privacy and data security, employment and labor protection, and increased
compliance costs across different legal systems, including the need for increased
resources to manage regulatory compliance across our international businesses;

. heightened restrictions and barriers on the transfer of data between different
jurisdictions;

. exchange rate fluctuations, which may have a negative impact on our revenues in
foreign currencies or result in foreign exchange loss; and

. political instability and general economic or political conditions in particular
countries or regions, including territorial or trade disputes, war and terrorism.

Failure to manage these risks and challenges could negatively affect our ability to expand

our international logistics business and operations as well as materially and adversely affect
our business, financial condition and results of operations.
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We have a strategic and synergistic relationship with Alibaba Group. If we are unable to
maintain such relationship with Alibaba Group or adapt to changes in the Alibaba
ecosystem, or if the Alibaba ecosystem does not grow as expected, our business, financial
condition, results of operations and prospects may be materially and adversely affected.

We and Alibaba Group have developed a strategic and synergistic relationship and
comprehensive business cooperation. We provide logistics services to Alibaba Group, such as
supporting Choice by AliExpress, and Tmall Supermarket, a direct sales channel of Alibaba
Group, and to a smaller extent, advertisement, promotional, technical and consultancy and
management services to Alibaba Group. In fiscal years 2021, 2022 and 2023 and the three
months ended June 30, 2023, we generated revenue of RMB15,423 million, RMB20,614
million, RMB21,901 million and RMB6,880 million from Alibaba Group, respectively,
representing approximately 29.2%, 30.8%, 28.2% and 29.7% of our revenue for the respective
periods. We also purchase certain back-office and administrative support and shared services
from Alibaba Group. See “Relationship with Our Controlling Shareholders” and “Connected
Transactions.” We expect to continue our cooperation with Alibaba Group in various aspects
after the [REDACTED]. As such, if Alibaba Group discontinues its cooperation with us, stops
providing support to us, or conducts business in a manner or takes other actions that are
detrimental to our interests, we may have to renegotiate with Alibaba Group for the cooperation
or support, or attempt to approach other business partners as replacements, or seek alternative
revenue sources, or build certain capabilities on our own, which may be expensive,
time-consuming and disruptive to our operations. If we are unable to maintain our relationship
with Alibaba Group, our business and operations could be severely disrupted, which could

materially and adversely affect our reputation, results of operations and financial condition.

Aside from Alibaba Group being our customer, we generate a substantial portion of our
revenue from merchants on the various e-commerce platforms operated by Alibaba Group, such
as Taobao, Tmall and AliExpress, and consumers within the Alibaba ecosystem. Merchants are
typically free to choose their logistics service providers in fulfilling orders placed through the
e-commerce platforms operated by Alibaba Group, and we compete with other logistics
providers to serve merchants on these platforms. As such, if Alibaba Group discontinues our
access to e-commerce platforms, merchants, consumers and logistics companies within the
Alibaba ecosystem, or if the e-commerce platforms operated by Alibaba Group lose their
market positions, suffer any negative publicity, become subject to heightened regulatory
requirements and scrutiny or adverse changes in laws, or become unable to compete with other
e-commerce platforms domestically or overseas, our business operations and order volumes,
our marketing efforts, our relationships with merchants and strategic partners, as well as our
reputation and brand could suffer an adverse impact.

The business strategies and operational focuses of Alibaba Group have evolved in the past
and may continue to evolve in the future. We have successfully adapted to and facilitated such
changes in the past to address the logistics needs of various e-commerce platforms operated by
Alibaba Group. However, we cannot assure you that we will be able to continue to do so. If
we cannot continue to innovate and successfully make adjustments to our services to adapt to
such changes and merchants’ evolving needs, our business and results of operations will be
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negatively affected. In addition, Alibaba has implemented a new organizational and governance
structure, under which Alibaba is the holding company of six major business groups and
various other businesses, with each business operating with a high degree of independence.
Taobao and Tmall Group and Alibaba International Digital Commerce Group operate the
e-commerce marketplaces which serve a significant number of merchants who use our services
and operate certain direct sales businesses that utilize our logistics services. Under the new
organizational and governance structure, we might have to adjust current and develop new
business relationships and arrangements with them. There can be no assurance that we can
continue our current business arrangements on a similar basis. Furthermore, our relationship
with Alibaba Group may negatively affect our ability to procure new customers if they are in
a competitive position with Alibaba Group.

Alibaba, together with its wholly-owned subsidiaries, are our Controlling Shareholders,
and we will continue to be controlled by Alibaba after the [REDACTED]. Although we are
managed by an independent management team, Alibaba has significant influence over us and
its interests may not be fully aligned with the interests of our other Shareholders. See “— Our
Controlling Shareholders have significant influence over our Company and their interests may
not be aligned with the interests of our other Shareholders.”

If we are not able to continue to innovate in new logistics products, services and
technologies, our business, financial condition and results of operations could be materially
and adversely affected.

Our historical success has been underpinned by our ability to offer industry-redefining
products and services for our customers with compelling value propositions. Since our
inception, we have continuously innovated in new logistics products, services and technologies
to address unmet customer needs, such as a comprehensive delivery product portfolio for
cross-border e-commerce delivery, reverse logistics services, Cainiao Post solution, omni-
channel supply chain management for brands, and technology solutions to logistics companies
and brands. Failure to continue to innovate in products and services, or effectively identify and
address new customer needs may make it difficult to differentiate ourselves from other
companies providing similar services and could damage our leading position and erode our
market share, which in turn could materially and adversely affect our business, financial
condition, results of operations and prospects.

The business environment in which we operate is characterized by rapidly changing
technologies, evolving industry standards and regulations and changing customer demand and
trends. Our success will also depend, in part, on our ability to identify, develop, acquire or
license leading logistics technologies useful for our business, and respond to technological
development and evolving industry standards and regulations in a cost-effective and timely
manner. As a result, we must continue to invest significant resources in research and
development to enhance our technology capabilities, encompassing [oT and other smart

hardware, automation and AI, among others. We cannot assure you that we will be successful
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in adopting and implementing new technologies. If we are unable to respond or adapt in a
cost-effective and timely manner to technological development, our business, financial
condition and results of operations could be materially and adversely affected.

We may not be able to expand and strengthen our global logistics network, including critical
nodes, such as e-Hubs, warehouses and sorting centers, in a capital-efficient and
cost-effective manner.

We develop, manage and operate our global logistics network through a combination of
controlling critical nodes and leveraging the capabilities of our partners. In particular, we seek
to control assets and capabilities at critical nodes throughout the logistics value chain,
including e-Hubs, warehouses, sorting centers and last-mile delivery operations. In line with
our strategy to optimize capital utilization, we control many of these key nodes not through
ownership of the relevant properties or long-term leases but mainly through various
commercial arrangements with their owners or leasehold interest holders. As such, our control
over these critical nodes will depend upon our ability to maintain such arrangements. If we fail
to maintain such arrangements on terms acceptable to us or at all, we may lose control over the
critical nodes and the capacity and service quality of our logistics network may be materially
and adversely affected.

We also cooperate with logistics partners to further expand and strengthen our logistics
network and the service quality and capabilities of logistics partners may materially affect our
business and operations. See “— We work with a variety of logistics partners, suppliers and
other service providers in providing certain standard logistics products and services, such as air
freight, and to support various aspects of our business operations. Failure to maintain positive
relationships with them, or failure of our logistics partners, suppliers or other service providers
in providing reliable or satisfactory products and services, could have a material adverse effect
on our business, financial condition and results of operations.”

We plan to further expand and strengthen our global network of logistics infrastructure
and capabilities. Our ability to do so in part depends on whether we can continue to identify
and control critical logistics nodes in a capital-efficient manner. When carrying out such
network expansion plan, we are subject to a variety of risks. For example, we may not be able
to fund our plan due to a decline in the availability of funding sources, such as cash flow from
operations and access to capital markets. Furthermore, properties that best suit our needs may
not be available on commercially acceptable terms, in a timely manner or at all. Our ability to
lease or acquire properties depends on a variety of factors, some of which are beyond our
control, such as overall economic conditions, the availability of properties for lease, our
effectiveness in identifying, leasing or acquiring properties suitable for our network and
operations, competition for such properties, and the time needed to obtain relevant government
approvals. Properties located in convenient locations or connected by quality roads, highways
and railroad access may command a premium price, which may exceed our budget. We also
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may not be able to recruit a sufficient number of qualified employees to operate additional
facilities and equipment. In addition, if our anticipated needs for facilities, fleets, equipment
or personnel differ materially from actual usage, our operations may have more or less capacity
than is optimal.

As we continue to build our infrastructure and capabilities, our global network will
become increasingly complex and challenging to operate, as the scale, diversity and geographic
coverage of our business, workforce and infrastructure continue to grow. To effectively manage
our continued expansion, we will need to continue to improve our personnel management,
operational and financial systems, policies, procedures and control measures, among others,
which could be particularly challenging as we integrate new businesses with different and
incompatible systems in new industries or geographic areas. These efforts will require
significant managerial, financial and human resources. There can be no assurance that we will
be able to effectively manage our growth or to implement all these systems, policies,
procedures and control measures successfully. If we are not able to manage our growth
effectively, our business and prospects may be materially and adversely affected.

Even if we manage the expansion of our global network successfully, it may not give us
the competitive advantage that we expect if similar logistics services become widely available
at competitive prices to our existing and potential customers. We may not be able to realize
returns on our investments, or the returns may be lower, or may be realized more slowly, than
we expected. Meanwhile, the order volume in less developed areas may not be sufficient to
allow us to control a warehouse and delivery network in a cost efficient manner, and our
existing business model in these areas may not always be effective. In addition, for self-owned
properties, the carrying value of the related assets may be subject to impairment. Furthermore,
our continued expenditures on logistics infrastructure may put us at a competitive disadvantage
against competitors who spend less on these assets but focus more on improving other aspects
of their business that are less capital intensive.

We work with a variety of logistics partners, suppliers and other service providers in
providing certain standard logistics products and services, such as air freight, and to support
various aspects of our business operations. Failure to maintain positive relationships with
them, or failure of our logistics partners, suppliers or other service providers in providing
reliable or satisfactory products and services, could have a material adverse effect on our
business, financial condition and results of operations.

We leverage our logistics partners’ capabilities in providing certain standard products and
services, such as line-haul transportation through air, ocean, rail and trucking, and economy
express delivery. Furthermore, we engage other types of suppliers and service providers, such
as [oT device manufacturers and third-party payment processors, to support various aspects of
our product development and business operations.

We are the world’s No. 1 cross-border e-commerce logistics company in terms of parcel
volume in 2022, according to CIC. It may be difficult to find reliable logistics partners,
suppliers or other service providers whose performance and reliability meet our standards at
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the scale our operations require, which may restrict our ability to further expand our network.
Our ability to secure sufficient high-quality resources, such as line-haul transportation and
delivery services, to meet our customer needs at competitive prices is subject to inherent risks,
many of which are beyond our control, such as labor shortages or disputes, network congestion,
inclement weather, severe and unanticipated natural events, acts of terrorism as well as
unfavorable regulatory changes.

Products and services provided by our logistics partners, suppliers or other service
providers may be disrupted or discontinued for a variety of reasons, such as financial hardship,
operational disruptions, labor or material shortages and regulatory and compliance issues,
including being sanctioned by any relevant government authority around the world. We may be
unable to find suitable alternative third parties in a timely manner, on commercially reasonable
terms or at all. For example, we engage qualified logistics partners to provide line-haul
transportation and delivery services. Failure of our line-haul transportation and delivery
service providers to provide reliable and cost-effective services may have a material and
adverse impact on our delivery speed, service quality and cost structure, which would in turn
affect our results of operations and future prospects. In addition, we engage online payment
service companies to provide payment processing services to our customers and logistics
partners. If the availability, quality, utility, convenience or attractiveness of online payment
service companies’ services and products declines or changes for commercial, regulatory,
compliance or any other reason, our business and operations could be materially and adversely
affected.

We may not be able to maintain positive relationships with, or effectively supervise our
logistics partners, suppliers or other service providers, which may negatively affect the quality
of our logistics services and result in additional exposures to legal risks and liabilities. For
example, we cooperate with third parties in operating “pick-up, drop-off” stations and smart
lockers. Such third parties have a significant amount of direct interactions with consumers and
their performance is directly associated with our brand and reputation. On the other hand, as
we manage relationships with these third parties with contractual agreements, we may not be
able to supervise their performance as effectively as if we had full control over them. Although
such third parties are required to go through mandatory training before starting operating
“pick-up, drop-off” stations, there is no assurance that unsatisfactory performance or unlawful
behavior will not occur. In such cases, as well as in cases of losses, stolen or damages of
parcels, whether as a result of accidents or willful misbehaviors, we may experience consumer
complaints, service disruptions and our reputation may be materially and adversely affected.
We also may be subject to legal risks and liabilities, including administrative fines, if our
logistics partners, suppliers or other service providers fail to obtain the requisite licenses and
permits, are subject to legal complaints or otherwise fail to comply with laws and regulations.

In addition, we depend in part on logistics partners to report certain events to us, such as

delivery information and cargo claims. This partial reliance on logistics partners could cause

delays in reporting certain events, impacting our ability to recognize revenue and claims in a
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timely manner. In addition, we cannot assure you that we will be able to obtain access to
preferred logistics partners at attractive rates or that these partners will have adequate capacity
available to meet the needs of our customers.

Furthermore, we engage outsourcing firms who send large numbers of their employees to
work at our logistics facilities. We enter into agreements with the outsourcing firms only and
therefore do not have any direct contractual relationship with these outsourced personnel.
Since these outsourced personnel are not directly employed by us, our control over them is
more limited as compared to our own employees. If any outsourced personnel fails to operate
or perform their duties in accordance with our protocols, policies and business guidelines, our
market reputation, brand image and results of operations could be materially and adversely
affected. Our agreements with the outsourcing firms provide that we are not liable to the
outsourced personnel if the outsourcing firms fail to fulfill their duties to these personnel.
However, if the outsourcing firms violate any relevant requirements under the applicable PRC
labor laws, regulations or their employment agreements with the personnel, such personnel
may claim compensation from us as they provide their services at our logistics facilities. As a
result, we may incur legal or financial liabilities.

If we fail to effectively identify, engage and supervise qualified logistics partners,
suppliers and other service providers, or if they are unable to provide products and services to
our customers in a satisfactory manner and on commercially acceptable terms, or at all, our
ability to attract and retain customers may be severely limited, which may have a material and
adverse effect on our business, financial condition and results of operations.

Failure to maintain or improve our technology infrastructure could harm our business and
prospects.

We have built a full technology stack to digitalize and automate various aspects of the
logistics value chain. Our highly complex technology infrastructure, encompassing various
systems, servers and databases, helps connect and integrate physical assets and capabilities
with our virtual platform as well as logistics partners’ systems to support our comprehensive
suite of logistics services. We have self-developed many of our core suite of software
applications, interfaces and systems. If we experience issues with the performance and
reliability of such applications, interfaces or systems, or are unable to properly maintain them
in order to address customers’ business needs, our business, financial condition, results of
operations and prospects, as well as our reputation and brand, could be materially and
adversely affected. Furthermore, we have self-developed and widely applied hardware
technologies throughout our logistics network, encompassing IoT and hardware devices,
automation and unmanned delivery vehicles, among others. Any errors, defects or
malfunctioning of such hardware products may disrupt our logistics operations, increase safety
and security risks and result in poor customer experience, which would materially and
adversely affect our business and reputation.
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In addition, our technology infrastructure and services incorporate third-party-developed
software, systems and technologies, as well as hardware purchased or commissioned from
third-party suppliers. As our technology infrastructure and services expand and become
increasingly complex, we face increasing risks regarding the performance and security of our
technology infrastructure and services that may be caused by these third-party-developed
components, including risks relating to incompatibilities with existing technology components,
service failures or delays or difficulties in integrating back-end procedures on hardware and
software.

We are continuously upgrading our technology infrastructure that underpins our global
logistics network, with increased scale, improved performance, additional capacity and
additional built-in functionality, including functionality related to security. Adopting new
products and services and maintaining and upgrading our technology infrastructure require
significant investments of time and resources. Any failure to maintain and improve our
technology infrastructure could result in unanticipated system disruptions, slower response
times, impaired customer experience and delays in reporting accurate operating and financial
information, among other consequences. The risks of these events occurring are even higher
during certain periods of peak usage and activity, such as on or around the 11.11 Global
Shopping Festival, or other promotional events or shopping seasons, when customer activity
and the number of transactions are significantly higher through our logistics network and

platform compared to other days of the year.

Any service disruptions experienced by our logistics facilities may adversely affect our
operations.

We provide end-to-end logistics services in China and globally, encompassing a series of
key steps throughout the logistics value chain. Any service disruptions along the process may
lead to delivery delays, poor customer experience and increased costs, which may materially
and adversely affect our business and results of operations.

In particular, our daily operations heavily rely on the orderly performance of our logistics
facilities, such as e-Hubs, warehouses and sorting centers. Such logistics facilities may
experience service disruptions due to various factors, such as failures in their automated
equipment or IoT devices, under-capacity during peak parcel volume periods, force majeure
events, sabotage, disputes between us and property owners, logistics partners or any third
parties, employee delinquencies or strikes, governmental inspections of properties or
governmental orders that mandate any service halt or shutdown, among others.

In the event of any service disruptions, our logistics services provided to our customers
may be delayed, suspended or stopped. In such cases, parcels may need to be redirected to other
nearby logistics facilities, and such rerouting of parcels will likely increase risks of delay and
mishandling during delivery. At the same time, increased operational pressure on nearby

logistics facilities may negatively impact their performance and cause other adverse effects
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across our network. We also may not be able to find suitable replacement logistics facilities that
meet our requirements in a timely manner, or at all. Any of the foregoing events may result in
significant operational interruptions and slowdowns, customer complaints and reputational
damage.

The success of our logistics business depends on our ability to attract a wide array of
customers and maintain a high level of customer satisfaction and stickiness, and any failure
to do so would materially and adversely affect our business, financial condition, results of
operations and prospects.

We offer reliable and differentiated logistics services to a wide array of customers,
including merchants and brands, e-commerce platforms, consumers and logistics companies in
China and globally. Maintaining and promoting customer satisfaction of, and loyalty to our
products and services, logistics network and Cainiao brand is critical to our future growth.
Many factors could undermine our ability to effectively attract new customers and maintain

customer satisfaction and stickiness, including:

. failure to satisfy customer expectations of the reliability, efficiency, quality and
cost-effectiveness of logistics solutions available through our global network;

. failure to maintain a robust customer service team that can effectively respond to

customer inquiries and complaints;
. failure to maintain a reliable and effective technology infrastructure, such as errors,
defects or malfunctions of our software and algorithms, as well as hardware such as

automation equipment, [oT devices or electric unmanned delivery vehicles;

. failure in the effectiveness of our intelligent, data-driven logistics processes and
systems, such as inventory planning and route optimization;

. inadequate protection of the security and integrity of the data on our platform, which

integrates our and our logistics partners’ information systems;

. negative publicity about us, our global network, our logistics partners, Alibaba

Group, our investee companies, or the industries in which we operate;

. negative perceptions of the effectiveness and robustness of our risk management and

compliance functions, such as logistics safety management;

. employee misconduct, illegal activities, rumors or false stories, or misconduct by

our logistics partners, service providers or other counterparties; and

. failure to effectively manage or resolve customer complaints.
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If we do not successfully maintain a high level of customer satisfaction, we may not be
able to attract new customers, retain existing customers or increase their use of our solutions
and services, which may adversely and materially affect our business and results of operations.
Meanwhile, if our promotional activities and marketing strategies do not work efficiently, we
cannot cost-effectively attract new customers or maintain our selling and marketing expenses
at a reasonable level.

If we are unable to compete effectively, our business, financial condition and results of
operations would be materially and adversely affected.

We face direct and indirect competition, principally from global and China domestic
providers of similar services, such as express delivery, supply chain, logistics technology and
other related services for e-commerce. We compete based on a number of factors, including
e-commerce insights, technology capabilities, global network coverage, innovation in business
models, products and services and operating efficiency. In particular, we strive to innovate and
differentiate our product and service offerings to strengthen our market positioning and
competitiveness. However, we may not be able to successfully compete against current or
future competitors, and such competitive pressures may have a material and adverse effect on
our business, financial condition and results of operations.

Our current and potential competitors may have more service offerings, larger customer
bases, broader network coverage, stronger brand recognition, greater capital resources and
longer operating histories than we do. As a result, our competitors may be able to respond more
quickly and effectively to new or evolving opportunities, technologies, standards or customer
requirements than we do and may have the ability to initiate or withstand significant regulatory
or industry changes. Our competitors may also establish collaborative relationships or strategic
alliances to improve their ability to address the needs of customers. Furthermore, when we
expand into new industries or geographic markets, we may face competition from new
competitors who may also enter the industries or geographic markets where we currently
operate or will operate.

Furthermore, the logistics industry is highly price competitive. Our competitors may
reduce their prices to gain business, especially during times of slower market demand growth,
and such reductions may limit our ability to maintain or increase our prices and operating
margins or achieve growth of our business. Increased investments made and lower prices
offered by our competitors may also require us to divert significant managerial, financial and
human resources in order to remain competitive. We generally do not seek to compete based
on price alone, but rather focus on innovating and differentiating our service and product
offerings in order to fulfill unmet market demand. If we fail to do so effectively, our market
share, profitability and results of operations may be materially and adversely affected. In
addition, new services or products tend to have the effect of initially lowering our profit
margins when launched. As these new services and products scale and ramp up, we expect
margin improvements for these services and products. However, we cannot assure you that our
new services and products that are of lower profit margins may achieve margin improvements
at our expected timing or at our expected scale, or at all.
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In addition, our competition strategy is partially based on the assumption that the trend
toward outsourcing of logistics services will continue. Third-party service providers like us are
generally able to provide such services more efficiently than otherwise could be provided
“in-house,” primarily as a result of our advanced technology, global network, industry
know-how and operational expertise. However, many factors could cause a reversal in the
trend. For example, major e-commerce platforms may choose to establish or otherwise acquire
their own in-house logistics capabilities or otherwise reduce their usage of third-party logistics
services, which may significantly affect our market share and business growth.

We may not be able to maintain our culture, which has been a key to our success.

Since our founding, our culture has been defined by our mission, vision and values, and
we believe that our culture has been critical to our success. In particular, our culture has helped
us serve the long-term interests of our customers, attract, retain and motivate employees and
create value for our Shareholders. We face a number of challenges that may affect our ability
to sustain our corporate culture, including:

. failure to identify, attract, promote and retain people who share our culture, mission,
vision and values in leadership positions;

. challenges of effectively incentivizing and motivating employees, including
members of senior management, and in particular those who have gained a
substantial amount of personal wealth related to share-based awards;

. the increasing size, complexity, geographic coverage and cultural diversity of our
businesses and workforce;

. challenges in managing a workforce that is expanding through organic growth and
acquisitions, in providing effective training to this workforce, and in promoting a
culture of compliance with laws and regulations and preventing misconduct among
our employees and participants in our logistics network;

. competitive pressures to move in directions that may divert us from our mission,

vision and values;

J after the [REDACTED], the pressure from the public markets to focus on short-term
results instead of long-term value creation.

If we are not able to maintain our culture or if our culture fails to deliver the long-term

results we expect to achieve, our reputation, business, financial condition, results of operations
and prospects could be materially and adversely affected.
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We recorded net losses in the past and we may not be able to maintain profitability in the
future.

We have recorded net losses during the Track Record Period and we may not be able to
maintain profitability in the future. We recorded net losses of RMB2,015 million, RMB2,286
million, RMB2,801 million and RMB370 million for fiscal years 2021, 2022 and 2023 and the
three months ended June 30, 2022, respectively. While we recorded a net profit of RMB288
million for the three months ended June 30, 2023, we may not be able to maintain profitability
in the future.

We may not be able to achieve revenue growth as expected. For example, our new
logistics products and services may not effectively address customer needs, our investments in
global network expansion may not generate sufficient returns and the demand for logistics
services may decline due to the impact of weakened macroeconomic conditions on the
e-commerce industry.

In addition, we may not be able to manage our costs and expenses effectively, or retain
all benefits from cost reductions associated with market conditions. Many factors affecting our
costs and expenses are beyond our control, such as the prices and availability of fuel, labor and
services procured by us. For example, we recorded a period-over-period improvement in our
gross profit margins from 10.6% for the three months ended June 30, 2022 to 13.7% for the
three months ended June 30, 2023, primarily because the costs associated with global line-haul
transportation have normalized since early 2023 and resulted in a significant reduction of our
costs in the first quarter of fiscal year 2024, which exceeded the reductions in our prices to
customers. As we share the benefits of the cost reductions with our customers, we expect our
gross profit margins to normalize in the second half of fiscal year 2024. There can be no
assurance that we will be able to effectively manage our costs and expenses and maintain our
profit margins at a similar level, or achieve profitability at all, in the future. See “Financial
Information — Impacts of the COVID-19 Pandemic and Geopolitical Conflicts.”

Furthermore, our expenditures in developing new businesses, launching new products and
services, acquiring new customers or penetrating new markets may negatively affect our
profitability in the near term. We expect our costs and expenses to increase in absolute amounts
due to our investments in innovating new products and services, acquiring new customers in
existing or new industries, expanding into new geographic markets, extending global logistics
network coverage and capabilities, developing new or upgrading existing logistics technologies
as well as exploring strategic partnerships, investments, and acquisitions, among others. Any
of these efforts may incur significant expenditures, which may prevent us from, or prolong the
time needed for achieving profitability. In addition, these efforts may be more costly than we
expect and may not result in increased revenue or growth in our business as expected.

Furthermore, we face intense competition, which may exert downward pressure on our

pricing and profit margins. Please see “— If we are unable to compete effectively, our business,
financial condition and results of operations would be materially and adversely affected.”
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As a result of the above factors, we may not be able to maintain profitability or positive
operating cash flow on a consistent basis or at all, which may impact our business growth and
adversely affect our financial condition and results of operations.

Our historical results of operations and financial performance may not be indicative of

future performance.

We experienced significant growth during the Track Record Period. Our total revenue
increased by 27% from RMB52,733 million in fiscal year 2021 to RMB66,867 million in fiscal
year 2022, and further increased by 16% to RMB77,800 million in fiscal year 2023. Our total
revenue increased by 34% from RMB17,336 million in the three months ended June 30, 2022
to RMB23,164 million in the three months ended June 30, 2023. However, our historical results

of operations and financial performance may not be indicative of future performance.

As we continue to innovate in response to evolving market environment and customer
needs, we may make adjustments to our products and services, logistics network, technology
infrastructure, operating models for certain businesses, among others. These changes may not
achieve expected results and may have a material and adverse impact on our results of
operations and financial condition. Our costs and expenses may grow faster than our revenue,
and our costs and expenses may increase, or may be greater than we expected. We cannot
assure you that we will be able to achieve similar results or grow at the same speed as we did
in the past or at all. Rather than relying on our historical operating and financial results to
evaluate us, you should consider our business prospects in light of the risks and difficulties we
may encounter as an innovative, rapidly-growing logistics company seeking to enter new and
emerging markets and industries, including our ability to:

. adapt to macroeconomic and other factors that affect logistics markets in the

countries and regions where we operate;
. continue innovating in new products, services and business models;
. attract and retain customers;
. maintain and expand our logistics network and technology infrastructure; and
. improve operating efficiency.
We may not be able to successfully address these or other challenges, which could
adversely impact our business, results of operations and financial condition. Materialization of

any risk factors described in this “Risk Factors” section can also negatively affect our ability

to operate and grow our existing businesses.
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Our results of operations fluctuate significantly from quarter to quarter, which may make it

difficult to predict our future performance.

Our results of operations generally are characterized by seasonal fluctuations due to
various reasons, including seasonal buying patterns and economic cyclical changes.
Historically, the fourth quarter of each calendar year generally contributes the largest portion
of our annual revenues due to a number of factors, such as the 11.11 Global Shopping Festival
sales and the overseas holiday sales, and the impact of seasonal buying patterns in respect of
certain categories such as apparel. The first quarter of each calendar year generally contributes
the smallest portion of our annual revenues, primarily due to the Chinese New Year holiday,
during which time consumers generally spend less and businesses in China are generally
closed. Our revenue in the second quarter of each calendar year generally improves from the
first quarter due to increases in e-commerce activities, followed by relatively lower revenue in
the third quarter. Moreover, our margins and profits also exhibit patterns of seasonality due to
fluctuations in order volumes and business activities throughout the year. We historically
recorded lower profit margins in the first quarter of a calendar year due to low utilization of
resources as a result of lower order volumes during the Chinese New Year holiday.

The performance of our equity method investees may also result in fluctuations in our
results of operations. In addition, fluctuations in our results of operations related to our
investments may also result from fair values changes of certain equity investments and
financial instruments, particularly those that are publicly traded, as well as accounting
implications arising from loss of control of subsidiaries. Fluctuations in fair value and the
magnitude of the related accounting impact are unpredictable, and may significantly affect our
results of operations.

Our results of operations will likely fluctuate due to these and other factors, some of
which are beyond our control. In addition, our growth in the past may have masked the
seasonality that might otherwise be apparent in our results of operations. As the rate of growth
of our business declines in comparison to prior periods, we expect that the seasonality in our
business may become more pronounced. Moreover, as our business grows, our fixed costs and
expenses may continue to increase, which will result in operating leverage in seasonally strong

quarters but can significantly pressure operating margins in seasonally weak quarters.

After the [REDACTED], to the extent our results of operations do not meet the
expectations of [REDACTED] analysts and [REDACTED] in the future, or if there are
significant fluctuations in our financial results, the [REDACTED] of our Shares could

fluctuate significantly.
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Our long-term profitability and competitiveness are highly dependent on our ability to
control costs.

As a global logistics business, our cost of revenue primarily consists of fulfillment costs
(mainly for line-haul, delivery and in-warehouse processing and other services procured and
managed by us) and labor costs. If we are unable to effectively control our costs by securing
sufficient labor, transportation, facility and other resources at competitive prices, our business,
results of operations and profitability may be materially and adversely affected.

Effective cost-control measures have a direct impact on our financial condition and
results of operations. We have adopted various measures, and will continue to add new ones
as necessary and appropriate. For example, we use smart algorithms to select cost-efficient
routes and deploy automation technologies to improve operating efficiency, while leveraging
our economies of scale and bargaining power to lower procurement costs. However, the
measures we have adopted or will adopt in the future may not be as effective as expected in
improving our financial condition and results of operations. If we are not able to effectively
control our cost and adjust the level of our product or service pricing based on costs and market
conditions, our business, financial condition and results of operations may be materially and
adversely affected.

In addition, changes in certain of our operating costs are beyond our control. For example,
in the first half of 2022, the Russia-Ukraine conflict restricted the availability of cross-border
line-haul routes between China and certain international destinations, such as Europe, which
resulted in higher cross-border line-haul transportation costs. Market conditions for cross-
border logistics have gradually recovered from the negative impacts of the geopolitical
conflicts and the COVID-19 pandemic. The costs associated with global line-haul
transportation have normalized since early 2023 and resulted in a significant reduction of our
costs and a corresponding improvement in our gross profit margin in the first quarter of fiscal
year 2024. However, our operating costs may continue to be affected by external factors, and
if we cannot undertake effective measures to mitigate the impact of such factors, our business
and results of operations may be materially and adversely affected. See “Financial Information
— Impacts of the COVID-19 Pandemic and Geopolitical Conflicts,” “— Fluctuations in the
price or availability of fuel, may adversely affect our results of operations” and “— Overall
tightening of the labor market, increases in labor costs or any labor unrest, including strikes,

may affect our business as we operate in a labor-intensive industry.”

Moreover, we depend on reliable access to third parties to provide certain services that
we procure and manage, such as line-haul transportation and economy express delivery. Any
significant reduction in the availability of, or increase in the costs associated with, third-party
products or services could adversely affect our operations and increase our costs, which could
adversely affect our operating results and cash flows.
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As we expand to new geographic markets, our cost structures may be affected by local
conditions, such as fluctuations in prevailing wage levels, foreign exchange rates and local
regulatory requirements. We may not be able to effectively adapt to local conditions or obtain
local resources at competitive costs.

Changes in international trade or investment policies and barriers to trade or investment,
and any ongoing geopolitical conflict, may have an adverse effect on our business and

expansion plans, and could lead to restrictions or prohibitions on investing in our securities.

In recent years, international market conditions and the international regulatory
environment have been increasingly affected by competition among countries and geopolitical
frictions. In particular, the U.S. government has advocated for and taken steps towards
restricting trade in certain goods, particularly from China. The progress of trade talks between
China and the United States is subject to uncertainties, and there can be no assurance as to
whether the United States will maintain or reduce tariffs, or impose additional tariffs or other
restrictions and regulatory requirements on Chinese products and services in the near future.
Changes to national trade or investment policies, treaties and tariffs, fluctuations in exchange
rates or the perception that these changes could occur, and could adversely affect the financial
and economic conditions in the jurisdictions in which we operate, as well as our international

and cross-border operations, our financial condition and results of operations.

In addition, the United States is considering ways to limit U.S. investment portfolio flows
into China. For example, in May 2020, under pressure from U.S. administration officials, the
independent Federal Retirement Thrift Investment Board suspended its implementation of
plans to change the benchmark of one of its retirement asset funds to an international index that
includes companies in emerging markets, including China. China-based companies, including
us and our related entities, may become subject to executive orders or other regulatory actions
that may, among other things, prohibit U.S. investors from investing in these companies. As a
result, U.S. and certain other persons may be prohibited from [REDACTED] in the securities
of our Company or our related entities. Geopolitical tensions between China and the United

States may intensify and the United States may adopt even more drastic measures in the future.

The jurisdictions where we operate have retaliated and may further retaliate in response
to new trade policies, treaties and tariffs implemented by the United States. For instance, in
response to the tariffs announced by the United States, in 2018 and 2019, China announced it
would stop buying U.S. agricultural products and imposed tariffs on over US$185 billion worth
of U.S. goods. Although China subsequently granted tariff exemptions for certain U.S. products
as a result of trade talks and the phase one trade deal agreed with the United States, there may
be further changes to China’s tariff policy. Any further actions to increase existing tariffs or
impose additional tariffs could result in an escalation of the trade conflict, which would have
an adverse effect on manufacturing, trade and a wide range of industries that rely on trade,
including logistics, retail sales and other businesses and services, which could adversely affect
our business operations and financial results. Failure to comply with export/import procedures
and tariff requirement may subject us to fines, result in delay of our delivery services and
materially and adversely affect our reputation and results of operations.
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Additionally, China has issued regulations to give itself the ability to nullify the effects
of certain foreign restrictions that are unjustified to Chinese individuals and entities. The Rules
on Counteracting Unjustified Extra-Territorial Application of Foreign Legislation and Other
Measures promulgated by the MOFCOM on January 9, 2021, provide that, among other things,
Chinese individuals or entities are required to report to the MOFCOM within 30 days if they
are prohibited or restricted from engaging in normal business activities with third-party
countries or their nationals or entities due to non-Chinese laws or measures; and the
MOFCOM, following the decision of the relevant Chinese authorities, may issue prohibition
orders contravening such non-Chinese laws or measures. Furthermore, on June 10, 2021, the
Standing Committee of the National People’s Congress of China promulgated the Anti-Foreign
Sanctions Law. The Anti-foreign Sanctions Law prohibits any organization or individual from
implementing or providing assistance in implementation of discriminatory restrictive measures
taken by any foreign state against the citizens or organizations of China. In addition, all
organizations and individuals in China are required to implement the retaliatory measures
taken by relevant departments of the State Council of the PRC.

Since the aforesaid laws and rules are constantly evolving, it remains to be clarified as
to how such regulations will be interpreted and implemented and how they would affect our
business or results of operations.

Changes in laws and policy could negatively affect, for example, both export- and
import-focused businesses in the jurisdictions where we operate. Conflicting regulatory
requirements could also increase our compliance costs and subject us to regulatory scrutiny.
Any further escalation in geopolitical tensions or a trade war, or news and rumors of any
escalation, could affect activity levels within our logistics network and have a material and
adverse effect on our business and results of operations, and/or the [REDACTED] of our
Shares. Any restrictions imposed by the United States or other countries on capital flows into
China or China-based companies may prevent potential [REDACTED] from [REDACTED] in
us, and the [REDACTED] and liquidity of our Shares may suffer as a result.

The Russia-Ukraine conflict has resulted in significant disruptions to supply chains,
logistics and business activities globally, negatively impacting our parcel volume and
increasing our operating costs. The conflict has also caused, and continues to intensify,
significant geopolitical tensions in Europe and across the globe. The resulting sanctions
imposed are expected to have significant impacts on the economic conditions of the countries
and markets targeted by such sanctions, and may have unforeseen, unpredictable secondary
effects on global energy prices, supply chains and other aspects of the global economy, which
increases logistics costs and negatively affects our business operations.

Fluctuations in exchange rates could result in foreign currency exchange losses to us.

We operate in multiple jurisdictions, which exposes us to the effects of fluctuations in
currency exchange rates. While a substantial portion of our revenues are denominated in
Renminbi, we incur certain costs, such as for line-haul transportation and overseas local
delivery services, which are denominated in U.S. dollars and other currencies. Furthermore, the
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functional currency of us and the majority of our overseas subsidiaries is U.S. dollars whereas
the functional currency of our PRC subsidiaries is Renminbi. As a result, our financial
information as expressed in Renminbi may be significantly affected by fluctuations in foreign
exchange rates, particularly between Renminbi and U.S. dollars, and figures may be
substantially higher or lower than would be the case if exchange rates were to be stable. The
value of the Renminbi against the U.S. dollar and other currencies may fluctuate and is affected
by, among other things, changes in economic conditions and the foreign exchange policy
adopted by government authorities. It is difficult to predict how market forces or government
policies, including any interest rate increases by the financial authorities, may impact the

exchange rate between the Renminbi and the U.S. dollar in the future.

As of March 31, 2021, 2022 and 2023 and June 30, 2023, we had RMB10,878 million,
RMB3,222 million, RMBS§,496 million and RMB7,297 million, respectively, in cash and cash
equivalents and term deposits denominated in U.S. dollars and other foreign currencies. Any
significant fluctuations in the value of the Renminbi may materially and adversely affect our
liquidity and cash flows. For example, to the extent that we need to convert U.S. dollars we
receive into Renminbi to pay our operating expenses, appreciation of Renminbi against the
U.S. dollars would have an adverse effect on the Renminbi amount we would receive from the
conversion. Conversely, a significant depreciation of Renminbi against the U.S. dollars may
significantly reduce the U.S. dollar equivalent of our earnings, which in turn could adversely
affect the price of our Shares. In addition, the revenues and costs of certain of our international
businesses are denominated in local currencies. Fluctuations in exchange rates of these
currencies against our reporting currency Renminbi may have a material adverse effect on our
financial condition and results of operations. We do not enter into hedging activities with
regard to our exchange rate risk.

China-related export or import controls, economic sanctions and restrictions in relation to
trade and technology could negatively and materially affect our competitiveness and
business operations as well as the [REDACTED] of our Shares.

A number of countries and jurisdictions, including China, the United States, the United
Kingdom, and the EU, have adopted various export or import controls and economic or trade
sanction regimes that impact our business operation. In particular, the U.S. government and
other governments have threatened and/or imposed export and import controls, as well as
economic and trade sanctions on a number of China-based companies. It is possible that the
United States or other jurisdictions may impose further export controls, sanctions, trade
embargoes, and other heightened regulatory requirements on China and China-based
companies in a wide range of areas. These regulatory requirements could (i) prohibit or restrict
firms from selling, exporting, re-exporting or transferring certain goods, components,
technology, software and other items to China-based companies, (ii) prohibit or restrict persons
from entering into transactions with China-based companies, (iii) prohibit or restrict
China-based companies from accessing data, providing services in or operating in sanctioned
jurisdictions, (iv) prohibit purchases and sales of securities of Chinese firms, among other
prohibitions or restrictions, or (v) prohibit or restrict the imports of products into U.S. and
other countries that were made by China-based companies. In October 2022, the U.S.
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Department of Commerce’s Bureau of Industry and Security released broad changes in export
control regulations, including new regulations restricting the export to China of advanced
semiconductors, supercomputer technology, equipment for the manufacturing of advanced
semiconductors, and components and technology for the manufacturing in China of certain
semiconductor manufacturing equipment. In addition, Chinese companies, if targeted under
U.S. economic sanctions, may lose access to the U.S. markets and the U.S. financial system,
including the ability to use U.S. dollars to conduct transactions, settle payments or to maintain
correspondent accounts with U.S. financial institutions. U.S. entities and individuals may not
be permitted to do business with sanctioned companies and persons, and international banks
and other companies may as a matter of law and/or policy decide not to engage in transactions
with such companies.

These restrictions or sanctions, and similar or more expansive restrictions or sanctions
that may be imposed by the United States or other jurisdictions in the future, whether directed
against us, our affiliates or our business partners, may materially and adversely affect our and
our logistics partners’ abilities to acquire technologies, systems, devices or components that
may be critical to our technology infrastructure, service offerings and business operations. As
a result of heightened restrictions, we and our logistics partners may be forced to develop
equivalent technologies or components, or obtain equivalent technologies or components from
non-U.S. sources. We and they may not be able to do so in a timely manner and on
commercially favorable or acceptable terms, or at all. These restrictions, sanctions, or other
prohibitions could negatively affect our and our logistics partners’ abilities to recruit research
and development talent or conduct technological collaboration with scientists and research
institutes in the United States, Europe or other jurisdictions, which could significantly harm
our competitiveness, as well as increase our compliance costs and risks. These restrictions,
sanctions, or other prohibitions could also restrict our ability to operate in the United States or
other jurisdictions. For example, U.S. entities and individuals with whom we have existing
contractual or other relationships may be prohibited from continuing to do business with us,
including performing their obligations under agreements involving our supply chain, logistics,
software development, and other products and services. In addition, our Shareholders may be
required or forced to divest, which could result in significant loss to them.

In August 2020, the MOFCOM and the Ministry of Science and Technology of the PRC
issued a notice which stipulates that certain technologies, including technologies related to
personalized information push services based on data analysis, are restricted from export
outside the PRC without approval. Some of our technologies could fall within the scope of
technologies subject to such export restriction. In addition, according to the PRC Export
Control Law which came into effect in December 2020, we, our affiliates and business partners
may also be required to obtain licenses, permits and governmental approvals to export certain
goods, technologies and services. These and additional regulatory requirements that may
become effective from time to time may increase our compliance burden and affect our ability
and efficiency in expanding to international markets.
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Our business and results of operations as well as the [REDACTED] of our Shares may
be materially and negatively affected by current or future export or import controls or
economic and trade sanctions or developments. Export or import control and economic
sanctions laws and regulations are complex and likely subject to frequent changes, and the
interpretation and enforcement of the relevant regulations shall be determined in accordance
with the then-effective applicable laws, which may be driven by factors that are out of our
control or heightened by national security concerns. The changing factors relating to potential
actions and their timing and scope, as well as market rumors or speculation on potential
actions, could also negatively and materially affect the [REDACTED] of our Shares.

Overall tightening of the labor market, increases in labor costs or any labor unrest,
including strikes, may affect our business as we operate in a labor-intensive industry.

Our business requires a substantial number of personnel. Our labor costs, consisting of
both employee benefits expenses and outsourced labor costs, accounted for 17%, 20%, 20%
and 21% of our total operating expenses and cost of revenue in the fiscal years 2021, 2022 and
2023 and three months ended June 30, 2023, respectively. Any failure to retain stable and
dedicated labor by us may lead to disruptions to or delays in our services. We also hire
additional or temporary workers, in particular logistics and delivery personnel, during peak
periods of e-commerce activities.

We have observed an overall tightening labor market. We have experienced, and expect
to continue to experience, increases in labor costs due to increases in salaries, social benefits
and employee headcounts and we may also face seasonal labor shortages. We may compete
with other companies for labor, and we may not be able to offer competitive salaries and
benefits compared to what other companies do. If we are unable to secure sufficient labor
resources at reasonable costs, our business and results of operations may be materially and
adversely affected.

Our business and technologies collect and process a large amount of data, including
personal data, and the improper use or disclosure of data could result in regulatory
investigations and penalties, and harm our reputation and have a material adverse effect on
the [REDACTED)] of our Shares, our business and prospects.

Our business and technologies collect and process a large quantity of personal and
transactional data. For example, the e-waybills generated by us may contain the names,
addresses, phone numbers and other contact information of the senders and recipients of orders
placed and delivered through our logistics network. Our privacy policies concerning the
collection, use and transmission of personal data are posted on our platforms. We face risks
inherent in handling and protecting large volumes of data, especially consumer data. In
particular, we face a number of challenges relating to data from transactions and other
activities during our business operation, including:

. protecting the data in and hosted on our system, including against attacks on our
system by external parties or misbehavior by our employees;
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. addressing concerns, challenges, negative publicity and litigation related to data
privacy, collection, use and actual or perceived sharing for promotional and other
purposes (including cooperation and sharing among our own businesses,
cooperation with business partners or mandatory disclosure to regulators), including
challenges posed by new forms of data (for example, biometric data, location

information and other demographic information); and

. complying with applicable laws, rules and regulations relating to the collection
(from customers and other third-party systems or sources), use, storage,
transmission and security of personal data, including requests from data subjects and

regulatory and government authorities.

These challenges are heightened as we expand our business into jurisdictions with
different legal and regulatory regimes, such as those in the European Union and the United
States. If our customer data is improperly used or disclosed by any party, or if we were to be
found in violation of any data-related laws, rules or regulations, including those relating to
collection and use of customer data, it could result in a loss of customers, logistics partners and
other participants from our logistics network, suspension of service or blockage of access to
mobile app services, loss of confidence or trust in our platforms, litigation, regulatory
investigations, significant amounts of penalties or actions against us, significant damage to our
reputation or even criminal liabilities, and have a material adverse effect on our business and

prospects.

As permitted by our privacy policies and user agreements, we grant expressly limited
access to specified data to certain participants in our logistics network that provide services to
our customers. Any actual or perceived improper use of data by us or them, and any systems
failure or security breach or lapse on our or their part that results in the release of customer
data could harm our reputation and brand and, consequently, our business, in addition to
exposing us to potential legal liability or regulatory actions. This could also attract negative
publicity from media outlets, privacy advocates, our competitors or others and could adversely
affect our business and prospects.

Security breaches and attacks against our systems and network, and any potentially resulting
breach or failure to otherwise protect personal, confidential and proprietary information,
could damage our reputation and negatively impact our business, as well as materially and
adversely affect our financial condition and results of operations.

We collect, process and use data, some of which contain personal information, such as
names, addresses and phone numbers, which may make us a target for cybersecurity attacks.
Our cybersecurity measures may not detect, prevent or control all attempts to compromise our
systems or risks to our systems, including distributed denial-of-service attacks, viruses, Trojan
horses, malicious software, break-ins, phishing attacks, third-party manipulation, security
breaches, employee misconduct or negligence or other attacks, risks, data leakage and similar
disruptions that may jeopardize the security of data stored in and transmitted by our systems
or that we otherwise maintain. Moreover, if we fail to implement adequate encryption of data
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transmitted through the networks of the telecommunications and Internet operators we rely
upon, there is a risk that telecommunications and Internet operators or their business partners
may misappropriate our data. Cyber-attacks may target us, our customers, third-party service
providers or other participants in our logistics network, or the communication infrastructure on
which we depend. Breaches or failures of our, our customers’ or our third-party service
providers’ cybersecurity measures could result in unauthorized access to our systems,
misappropriation of information or data, deletion or modification of customer information, or
denial-of-service or other interruptions to our business operations. If the security of domain
names is compromised, we will be unable to use the domain names in our business operations.

We may not have the resources or technical sophistication to anticipate or prevent rapidly
evolving cyber-attacks. As techniques used to obtain unauthorized access to or sabotage
systems change frequently and may not be known until launched against us, there can be no
assurance that we will be able to anticipate, or implement adequate measures to protect against,
these attacks. We could also be subject to an attack, breach or leakage, which we do not
discover at the time or the consequences of which are not apparent until a later point in time.
We do not carry cybersecurity insurance, and actual or anticipated attacks and risks may cause
us to incur significantly higher costs, including costs to deploy additional personnel and
network protection technologies, train employees, and engage third-party experts and
consultants.

Cyber-attacks and privacy or security breaches, whether or not related to our systems or
attributable to us, could subject us to negative publicity, regulatory investigations and
significant legal and financial liability, harm our reputation and result in substantial revenue
loss from lost sales and customer dissatisfaction, materially decrease our revenue and net
income, and negatively affect the [REDACTED] of our Shares.

We are subject to a broad range of laws and regulations, and future laws and regulations
may impose additional requirements and other obligations that could materially and
adversely affect our business, financial condition and results of operations, as well as the
[REDACTED] of our Shares.

As a result of our global operations, we and our logistics partners are subject to a broad
range of laws, rules and regulations, which encompass road transportation, express delivery,
parcel screening and compliance, safety management, postal services, export control, labor and
employment, tax, environmental, personal information protection, privacy, cross-border data
transfer compliance and algorithm compliance, consumer protection, customs clearance,
value-added telecommunications, anti-monopoly and anti-unfair competition, among others.
Non-compliance with applicable laws, regulations and policies may subject us to
administrative proceedings, fines or other penalties, and materially and adversely impact our
business, reputation, financial condition and results of operations.

The laws and regulations we are subject to may include requirements or restrictions
relating to, among other things, the provision of certain regulated products or services through
platforms, new and additional licenses, permits and approvals, renewals and amendments of
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licenses, or governance or ownership structures. Failure to obtain and maintain such required
licenses or approvals may require us to adjust our business practices, increase our costs or
subject us to fines, which may materially and adversely affect our business and the
[REDACTED] of our Shares. See “— Any lack of or failure to maintain requisite approvals,
licenses or permits applicable to our business operation may have a material and adverse
impact on our business, financial condition and results of operations.”

We face scrutiny and have from time to time been subject, and are likely again in the
future to be subject, to inquiries and investigations from governmental authorities in the
jurisdictions where we operate. We may face inquiries and investigations in a wide range of
areas, including postal services, occupational safety, fire safety, alleged third-party intellectual
property infringement, cybersecurity and privacy laws, environmental laws, competition laws
and regulations, securities laws and regulations, cross-border trade, tax, investment activities,
human rights, and allegedly fraudulent or other criminal transactions.

As we further expand into more markets globally, we will also increasingly become
subject to additional legal and regulatory compliance requirements as well as political and
regulatory challenges, including scrutiny on data privacy and security and anti-money
laundering compliance, on national security grounds or for other reasons, in foreign countries
in which we conduct business or investment activities.

Governmental authorities in the jurisdictions where we operate are likely to continue to
issue new laws, rules and regulations and enhance enforcement of existing laws, rules and
regulations in these industries, and the perception that new laws and regulations will be
implemented or that more stringent enforcement may be put in place may further negatively
impact the [REDACTED] of our Shares. Any failure, or perceived failure, by us to comply
with such local laws and regulations could result in reputational damages, regulatory
investigations, sanctions or court proceedings and subject us to legal liabilities, including
criminal liabilities. As we continue to grow in scale and significance, we expect to face
increased scrutiny, which will, at a minimum, result in our having to continue to increase our
investment in compliance and related capabilities and systems, which could adversely affect

our business, financial condition and results of operations.

We face risks relating to acquisitions, investments and alliances.

We have acquired and invested in a range of businesses, including those in different
countries and regions, services and products in recent years. We have also made investments
of varying sizes in joint ventures. From time to time, we may have pending investments and
acquisitions that are subject to closing conditions and risks of failure to close. As we continue
to invest in our global network, we expect to continue to evaluate and consider an array of
potential strategic transactions as part of our overall business strategy, including business
combinations, acquisitions and dispositions of businesses, technologies, services, products and
other assets, as well as strategic investments, joint ventures and alliances. At any given time
we may be engaged in discussing or negotiating a range of these types of transactions. These
transactions involve significant challenges and risks, including:
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. difficulties in, and significant and unanticipated additional costs and expenses
resulting from, integrating into our business the large number of personnel,
operations, products, services, technology, internal controls and financial reporting
of the businesses we acquire;

. disruption of our ongoing business, distraction of and significant time and attention
required from our management and employees and increases in our expenses;

. departure of skilled professionals and proven management teams of acquired
businesses, as well as the loss of established client relationships of those businesses
we invest in or acquire;

. for investments over which we may not obtain management and operational control,
we may lack influence over the controlling partners or shareholders, or may not have
aligned interests with those of our partners or other shareholders;

. additional or conflicting regulatory requirements, heightened restrictions on and
scrutiny of investments, acquisitions and foreign ownership in other jurisdictions,
on national security grounds or for other reasons, regulatory requirements (such as
filings and approvals under the anti-monopoly and competition laws, rules and
regulations, and review of investments and acquisitions of large Internet platforms
under certain policies), the risk that acquisitions or investments may fail to close,
due to regulatory challenges, as well as related compliance and publicity risks;

. actual or alleged misconduct, unscrupulous business practices or non-compliance by
us or any company we acquire or invest in or by its affiliates or current or former
employees, whether before, during or after our acquisition or investments;

. difficulties in identifying and selecting appropriate targets and strategic partners,
including potential loss of opportunities for strategic transactions with competitors
of our investee companies and strategic partners;

. difficulties in conducting sufficient and effective due diligence on potential targets
and unforeseen or hidden liabilities or additional incidences of non-compliance,
operating losses, costs and expenses that may adversely affect us following our
acquisitions or investments or other strategic transactions;

. negative impact on our cash or results of operations from various fair value changes,
impairment charges or write-offs; and

. losses arising from disposal of investments or deconsolidation of businesses.

These and other risks could lead to negative publicity, additional regulatory scrutiny,
litigation, government inquiries, investigations, actions or penalties against us and the
companies we invest in or acquire on the grounds of non-compliance with policy and
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regulatory requirements, or even against our other businesses, and may force us to incur
significant additional expenses and allocate significant management and human resources to
rectify or improve these companies’ corporate governance standards, disclosure controls and
procedures or internal controls and systems. Due to business or financial underperformance,
regulatory scrutiny or compliance reasons, we may need to divest interests in, or terminate
business cooperation with, businesses and entities in which we have invested capital and other
resources. See also “— Risks Related to Doing Business in the People’s Republic of China —
Regulations regarding acquisitions impose significant regulatory approval and review
requirements, which could make it more difficult for us to pursue growth through acquisitions
and subject us to fines or other administrative penalties.” As a result, we may experience
significant difficulties and uncertainties carrying out investments and acquisitions, and our
growth strategy and reputation may be materially and adversely affected.

In addition, our strategic investments and acquisitions may adversely affect our financial
results, at least in the short term. For example, acquisitions of, and continued investments in
loss-making businesses have contributed to our net losses, and may continue affecting our
financial performance in the future. Acquired businesses that are loss-making may continue to
sustain losses and may not become profitable in the near future or at all. The performance of
our current and future equity method investees may also adversely affect our net income. There
can be no assurance that we will be able to grow our acquired or invested businesses, or realize
returns, benefits of synergies and growth opportunities we expect in connection with these

investments and acquisitions.

We face risks associated with items delivered and contents of parcels and inventories handled
through our global logistics network, and risks inherent in the logistics industry, including
personal injury, product damage as well as warehousing and transportation-related
incidents.

We handle a large volume of parcels and inventories across our logistics network for our
express delivery and supply chain services. Accordingly, we face challenges with respect to the
protection and examination of these parcels and inventories. For example, parcels in our
network may be delayed, stolen, damaged or lost during delivery for various reasons, and we
may be perceived or found liable for such incidents. In addition, we may fail to screen parcels
and inventories and detect unsafe or prohibited/restricted items. Unsafe items and contraband,
such as flammables and explosives, toxic or corrosive items and radioactive materials, may
damage other parcels or inventories in our network, harm the personnel and assets of us, or
even injure the recipients and may expose us to environmental risks. Furthermore, if we fail
to prevent prohibited or restricted items from entering into our network and if we participate
in the storage, transportation and delivery of such items unknowingly, we may be subject to
administrative or even criminal penalties, and if any personal injury or property damage is
concurrently caused, we may be further liable for civil compensation. We may also face
regulatory risks if we fail to detect items subject to export or import controls. See “— We may
face regulatory investigations, fines, penalties or other actions as well as suffer reputational
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harm and the [REDACTED] of our Shares may decrease significantly due to business dealings
by, or connections of our Company, our business partners and other participants in our logistics
network with countries or persons subject to sanctions and export or import controls.”

The delivery of parcels involves inherent risks. We constantly have a large number of
vehicles and personnel in transportation, and are therefore subject to risks associated with
transportation safety, and the insurance maintained by us may not fully cover the liabilities
caused by transportation related injuries or loss. From time to time, vehicles and personnel may
be involved in transportation or other types of accidents, and the parcels carried by them may
be lost or damaged. In addition, frictions or disputes may occasionally arise from the direct
interactions between delivery personnel with consumers coming to pick up or send parcels.
Personal injuries or property damages may arise if such incidents escalate.

Any of the foregoing could disrupt our services, cause us to incur substantial expenses
and divert the time and attention of our management. We may face claims and incur significant
liabilities if found liable or partially liable for any of injuries, damages or losses. Claims
against us may exceed the amount of our insurance coverage, or may not be covered by
insurance at all. Any uninsured or underinsured loss could harm our business and financial
condition. Governmental authorities may also impose significant fines on us or require us to
adopt costly preventive measures. Furthermore, if our services are perceived to be insecure or
unsafe by our customers, our business volume may be significantly reduced, and our business,
financial condition and results of operations may be materially and adversely affected.

We depend on key management as well as experienced and capable personnel generally, and
any failure to attract, motivate and retain our staff could severely hinder our ability to
maintain and grow our business.

Our future success is significantly dependent upon the continued service of our key
executives and other key employees. If we lose the services of any member of management or
key personnel, we may not be able to locate suitable or qualified replacements, and may incur
additional expenses to recruit and train new staff. Retirements and successions in key personnel
positions could result in disruptions, or perceived disruptions, in our operations and the
execution of our strategy.

As our business develops and evolves, it may become difficult for us to continue to retain
our employees. A number of our employees, including many members of management, may
choose to pursue other opportunities outside of us. If we are unable to motivate or retain these
employees, our business may be severely disrupted and our prospects could suffer.

The size and scope of our global logistics network also require us to hire and retain a wide
range of capable and experienced personnel who can adapt to a dynamic, competitive and
challenging business environment. We will need to continue to attract and retain experienced
and capable personnel at all levels, including members of management, as we expand our
business and operations. Our various incentive initiatives may not be sufficient to retain our
management and employees. Competition for talent in our industry is intense, and the
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availability of suitable and qualified candidates in many jurisdictions we operate. Competition
for these individuals could cause us to offer higher compensation and other benefits to attract
and retain them. Even if we were to offer higher compensation and other benefits, there can be
no assurance that these individuals will choose to join or continue to work for us. Any failure
to attract or retain key management and personnel could severely disrupt our business and
growth.

Any computer system and network interruptions, whether resulted from failures of Internet
infrastructure or other reasons, could disrupt our logistics systems.

Our logistics systems depend on the efficient and uninterrupted operation of our computer
and communications systems, which is in turn affected by the performance, reliability and
security of the telecommunications and Internet infrastructure in countries and regions where
we operate, among other factors. Any system interruptions and delays may prevent us from
efficiently providing supply chain, express delivery, technology and other services to our
customers.

Increasing logistics data and information across our operations also require additional
network capacity and infrastructure to process. Customers expect our logistics system to make
relevant data and services readily available online, and any disruptions or delays to the
availability of data and services could affect the attractiveness and reputation of our logistics
services. The failure of the telecommunications network operators to provide us with the
requisite bandwidth could also interfere with the speed and availability of our websites and
mobile apps. Any of such occurrences could delay or prevent our customers from accessing our
website and mobile apps, and frequent interruptions could frustrate customers and discourage
them from using our services, which could cause us to lose customers and harm our results of
operations.

We and certain of our logistics partners have experienced, and may experience in the
future, system interruptions and delays that render websites, mobile apps and services
temporarily unavailable or slow to respond. Although we have prepared for contingencies
through redundancy measures and disaster recovery plans, these preparations may not be
sufficient. Despite any precautions we may take, the occurrence of a natural disaster, including
the effects of climate change (such as drought, floods and increased storm severity), or other
unanticipated problems at our or our logistics partners’ facilities, including power outages,
system failures, telecommunications delays or failures, construction accidents, break-ins to IT
systems, computer viruses or human errors, could result in delays in or temporary outages of
our platforms or services, loss of our, consumers’ and customers’ data and business
interruptions for us and our customers. Any of these events could damage our reputation,
significantly disrupt our operations and the operations of our customers and logistics partners
and subject us to liability, heightened regulatory scrutiny and increased costs, which could
materially and adversely affect our business, financial condition and results of operations.

— 67 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

RISK FACTORS

We face risks and challenges associated with our logistics technology solutions, including
potential errors, defects or malfunctions of our technology products, and risks of not being
able to complete logistics technology upgrade projects in a timely and satisfactory manner.

We develop and sell a wide range of hardware products, such as automation equipment,
RFID readers and smart hardware devices, many of which are deployed as part of our
technology solutions offered to customers. We face risks and challenges associated with such
products, such as hardware defects that may lead to increased costs associated with product

liability claims, exchanges or returns.

Furthermore, while we undertake rigorous quality control measures and select and source
from qualified third-party suppliers, there can be no assurance that we will be able to detect
and prevent all quality issues associated with our hardware products. Any error, defect, or
malfunction of our hardware products, or substandard quality or performance, may undermine
our market reputation, reduce our sales and market share or incur substantial costs associated
with product liability claims. In particular, third parties subject to personal injury or property
damage as a result of any product defects may bring claims or legal proceedings against us as
the seller of the product. Although we would have legal recourse against the suppliers and
contract manufacturers of such products under applicable laws, attempting to enforce our rights
against these suppliers and contract manufacturers may be expensive, time-consuming and
ultimately futile. Any of the foregoing may have a material adverse effect on our business,
financial conditions and results of operations. During the Track Record Period and up to the
Latest Practicable Date, we have not been subject to material product liability claims.

Furthermore, we undertake logistics technology upgrade projects to help customers, such
as logistics companies and brands, digitalize and automate their various logistics operations.
Successful completion of such projects requires effective planning, execution and coordination
between us, our customers, and third-party suppliers and services providers, within defined
periods of time and in accordance with stringent facility and equipment specifications and
construction standards. Completion of such projects is subject to various factors beyond our
control, such as materials, equipment or labor shortages, power failures, construction accidents
or natural disasters. Even if we successfully complete such projects on time, there can be no
assurance that our customers will be able to obtain the desired improvement in efficiency or
cost reductions. If we are unable to complete such projects for customers in a timely and
satisfactory manner, or to deliver superior technology upgrade that effectively improves
efficiency and reduces costs, our reputation, business, results of operations or prospects may
be materially and adversely affected.

— 68 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

RISK FACTORS

We are subject to the risks related to our logistics asset services, including inability to or
delays in acquiring desirable land resources or obtaining requisite governmental permits, as
well as failures to develop and maintain existing assets or control operating costs.

As we provide logistics asset services, including property leasing and operation and asset
management in China and globally, we are subject to risks associated with such services. Some
of the factors that may affect our business include:

. local market conditions, such as oversupply of logistics facility space, reduction in
demand for logistics facility space and the rents that we can charge for a completed
logistics facility, which may make a logistics facility unprofitable;

. significant liabilities associated with logistics facility assets, such as mortgage
payments and property taxes, which are generally fixed and need to be paid even

when market conditions reduce income from the assets;

. our ability to maintain, refurbish and redevelop existing assets;

. competition from other available logistics infrastructure;
. competition for land resources to develop new logistics real estate;
o our ability to maintain, and obtain insurance for, our assets;

. our ability to control variable operating costs;

. governmental regulations, including changes in zoning and usage, condemnation,
redevelopment and tax laws, and changes in these laws;

. delays in obtaining or renewing governmental permits and authorizations, and
changes to and liability under all applicable zoning, building, occupancy and other

laws;

. difficulty in finding a buyer for any land parcel or logistics facilities that we seek
to sell or divest, or achieving sales prices that allow us to recover our investment,
resulting in additional impairment charges;

. construction costs (including labor cost) of a logistics facility may exceed the
original estimates, or construction may not be completed on time, due to factors
such as contract default, the effect of local weather conditions, the possibility of
local or national strikes by construction-related labor, the effect of public health and
safety issues, and the possibility of shortages in materials, building supplies or
energy and fuel equipment, making the logistics facility less profitable than
originally estimated or not profitable at all; or
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. changes in or abandonment of development opportunities, and the requirement to

recognize an impairment charge for those investments.

Any of these factors could have a material adverse effect on our business, financial
condition, results of operations and prospects.

Failure to deal effectively with fraudulent or illegal activities by our employees, logistics
partners, suppliers or service providers would harm our business.

Illegal, fraudulent, corrupt or collusive activities or misconduct, whether actual or
perceived, by our employees, representatives, agents, logistics partners, suppliers or service
providers could subject us to liability or negative publicity, which could severely damage our
brand and reputation. While we have established policies and procedures for identifying,
detecting and preventing fraudulent and illegal conduct, we have in the past experienced
employee misconduct, and there can be no assurance that our controls and policies will prevent
fraud, corrupt or illegal activity or misconduct by our employees, representatives, agents,
logistics partners, suppliers or service providers or that similar incidents will not occur in the
future. As we expand our operations in China and other jurisdictions, in particular our
businesses that provide services to governments and public institutions, we are subject to
additional internal control and compliance requirements relating to corrupt and other illegal
practices by our employees, representatives or agents, and we may also be held liable for such
misconduct or other misconduct by our business partners and service providers. Alleged or
actual failure to comply or ensure our employees, representatives, agents, logistics partners,
suppliers and service providers to comply with these requirements could subject us to
regulatory investigations and liabilities, which would materially and adversely affect our
business operations, customer relationships, reputation and the [REDACTED] of our Shares.

We may need additional capital but may not be able to obtain it on favorable terms or at all.

We may require additional cash resources due to future growth and development of our
business, including any investments or acquisitions we may decide to pursue, and for other
general corporate purposes. If our cash resources are insufficient to satisfy our cash
requirements, we may seek to issue additional equity or debt securities or obtain new or expand
credit facilities.

Our ability to obtain external financing in the future is subject to a variety of factors. On
January 5, 2023, the National Development and Reform Commission (the “NDRC”)
promulgated the Administrative Measures for Examination and Registration of Medium and
Long-term Foreign Debts of Enterprises (the “Foreign Debts Measures”), which became
effective on February 10, 2023. According to the Foreign Debts Measures, PRC enterprises and
overseas enterprises or branches controlled by them, including holding companies with a VIE
structure like us, are required to complete application for registration of foreign debts with the
NDRC prior to the borrowing of foreign debts with a term of over one year. See “Regulatory
Overview — Regulation of Foreign Debts.” If we fail to complete such filing on a timely
manner or at all, we may miss the best market windows for debt issuances or loan applications.
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In addition, according to the Overseas Listing Trial Measures, we have to complete filing
procedures with the CSRC for any initial or follow-on equity offerings within three working
days after conducting such offerings, and comply with relevant reporting requirements within
three working days upon the occurrence of any specified circumstances provided under these
measures. If we fail to complete such filing and reporting on a timely manner or at all, we may
be subject to penalties, sanctions and fines imposed by the CSRC and relevant departments of
the State Council of the PRC. See also “— Risks Related to Doing Business in the People’s
Republic of China — The approval, filing or other requirements of the CSRC or other PRC
regulatory authorities may be required under PRC law in connection with this [REDACTED]
and any future issuance of securities overseas, and, if required, we cannot predict whether or
for how long we or our subsidiaries will be able to obtain such approval or complete such
filing.”

In addition, incurring indebtedness would subject us to increased debt service obligations
and could result in operating and financial covenants that would restrict our operations. See

13

also “— Failure to comply with the terms of our indebtedness or enforcement of our
obligations as a guarantor of other parties’ indebtedness could have an adverse effect on our
cash flow and liquidity.” Our ability to access international capital and lending markets may
be restricted at a time when we would like, or need, to do so, especially during times of
increased volatility and reduced liquidity in global financial markets and stock markets,
including due to policy changes and regulatory restrictions, which could limit our ability to
raise funds. There can be no assurance that financing will be available in a timely manner or
in amounts or on terms acceptable to us, or at all. Any failure to raise needed funds on terms
favorable to us, or at all, could severely restrict our liquidity as well as have a material adverse
effect on our business, financial condition and results of operations. Moreover, any issuance of
equity or equity-linked securities, including issuances of share-based awards under our equity
incentive plans, could result in significant dilution to our existing shareholders.

Failure to comply with the terms of our indebtedness or enforcement of our obligations as
a guarantor of other parties’ indebtedness could have an adverse effect on our cash flow and
liquidity.

We had outstanding interest-bearing bank borrowings of RMB17,354 million as of June
30, 2023. Under the terms of our indebtedness and under any debt financing arrangement that
we may enter into in the future, we are, and may be in the future, subject to covenants that
could, among other things, restrict our business and operations. If we breach any of these
covenants, our lenders under our credit facilities will be entitled to accelerate our debt
obligations. Any default under our credit facilities could require that we repay these debts prior
to maturity as well as limit our ability to obtain additional financing, which in turn may have
a material adverse effect on our cash flow and liquidity.

Pursuant to certain debt agreements, we have created security interests over most of our
self-owned properties in favor of our lenders, including some of the warehouses and sorting
centers in our global logistics network. In addition, all of our projects under construction will
be pledged after the completion and receipt of real property ownership certificates per relevant
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debt agreements. Such indebtedness could limit our ability to dispose the underlying properties
or utilize the proceeds of such dispositions and, upon an event of default, allow the lenders
thereunder to foreclose upon our properties pledged. In such cases, our ability to use these
properties, as well as our business operations, liquidity and results of operations could be
materially and adversely affected.

Changes and developments in government policies, and the interpretation and enforcement
of applicable laws may materially and adversely affect our business, financial condition and
results of operations.

Although we have operating subsidiaries located in various countries and regions, our
operations in China currently contribute the majority of our revenue. Government policies and
measures adopted by the governments in the jurisdictions where we operate, including China,
may have material impacts on how we may conduct our business, and we may need to adjust
our operations from time to time to comply with regulatory requirements, which could
materially affect our business, financial condition and results of operations.

While the PRC economy has experienced significant growth in the past decades, growth
has been uneven, both geographically and among various sectors of the economy. The PRC
government has implemented various measures to encourage economic growth, and resort to
various monetary, fiscal, and other policy tools to guide the economic activities of all
enterprises in China, including us. Our financial condition and results of operations could be
materially and adversely affected by various government policies and measures, including
those affecting capital investments or changes in tax regulations that are applicable to us. Any
prolonged slowdown in the countries and regions we operate or in the global economy could
lead to a reduction in demand for our services and consequently have a material adverse effect
on our businesses, financial condition and results of operations.

Fluctuations in the price or availability of fuel, may adversely affect our results of
operations.

We offer line-haul transportation and delivery services as part of our logistics solutions,
and fuel costs and tolls account for a portion of our costs. Our service providers purchase large
quantities of fuel to meet the demand of vehicles and planes across our logistics network, and
the price and availability of fuel are subject to regulatory, economic, and market factors that
are outside of our control and can be highly volatile. In the event of significant fuel prices rise,
our related costs may arise and our gross profits may decrease if we are unable to adopt any
effective cost control measures or pass on the incremental costs to our customers.
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Any lack of or failure to maintain requisite approvals, licenses or permits applicable to our
business operation may have a material and adverse impact on our business, financial
condition and results of operations.

Our business is subject to rigorous regulation, and we are required to hold a number of
licenses, permits and filings in connection with our business operation, including, but not
limited to, Courier Service Operation Permit (fPRAEFEHALHE FFA]#), Road Transportation
Operation Permit (Z& i i A8 #F 1] #) and Value-Added Telecommunication License (¥4 {H
BE EF L EFF ] 7). Failure to satisfy these requirements may result in penalties to rectify,
fines, or suspension of business for remediation. We hold all material licenses and permits
described above for our current operations and are applying for certain permits and filings with
the governmental authorities and modification of certain licenses and permits. For example, we
are planning to apply for permits to operate in new geographic areas for our cross-border
express delivery services. In addition, we may be required to make additional filings in
connection with our value-added telecommunication services. However, we cannot assure you
that we can complete such filings in a timely manner, or at all, due to complex procedural
requirements and the expansion of our business. Failure to comply with these regulations
mentioned above may result in requirements to rectify, fines, suspension of business for

remediation or revocation of permit.

During the Track Record Period, we have not been subject to material penalties or other
material disciplinary action from the relevant governmental authorities regarding the
conducting of our business without the above-mentioned approvals, licenses, permits or filings.
However, we cannot assure you that the relevant governmental authorities would not require
us to obtain the approvals, certificates or permits, complete filings or take any other actions
retrospectively in the future. If the relevant governmental authorities require us to obtain the
approvals, licenses or permits, or to complete filings, we cannot assure you that we will be able

to do so in a timely manner or at all.

New laws and regulations may be enforced from time to time to require additional
licenses and permits other than those we currently have or impose additional requirements on
the operation of our business. If the relevant governmental authorities promulgate new laws
and regulations that require additional approvals or licenses or impose additional requirements
on the operation of any part of our business and we are not able to obtain such approvals,
licenses, permits or filings or adjust our business model to comply with such new laws in a
timely manner, we could be subject to penalties and operational disruptions and our financial
condition and results of operations could be adversely affected.
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Our business is subject to complex and evolving domestic and international laws and
regulations regarding privacy and data protection, which are subject to change and
interpretation in accordance with the then-effective applicable laws. Complying with these
laws and regulations increases our cost of operations and may require changes to our data
and other business practices. Failure to comply with these laws and regulations could result
in claims, regulatory investigations, litigation or penalties, or otherwise negatively affect our
business.

Regulatory authorities in the jurisdictions where we operate have recently implemented,
and may in the future continue to implement, further legislative and regulatory proposals
concerning privacy and data protection, particularly relating to the protection of personal
information, cybersecurity and cross-border data transmission.

PRC regulatory authorities have increasingly focused on personal data and privacy
protection, and promulgated a number of laws and regulations, including the Personal
Information Protection Law, that stipulate requirements and limitations on the collection,
processing and handling of personal information. See “Regulatory Overview — Regulation of
Data and Privacy Protection.” In the course of our business operations, we collect information
of our customers and end consumers, including personal information. Therefore, we are
required to comply with applicable laws and regulations relating to personal data and privacy
protection. To ensure our compliance with these laws and regulations, we have established
relevant protocols and mechanisms. For example, to get consent from consumers before
collecting their personal information, we notify them the information collected and the purpose
of collecting the information, explain to them what, how and why the information may be
shared with third parties and also provide the privacy policy of the third parties with whom we
share the information. These personal data protection procedures have increased our
compliance and operating costs. The data privacy laws and regulations also impose penalties
and liability on information processors for non-compliant information collection and
processing activities, including correction, suspension or termination of their services,
confiscation of illegal income, as well as significant fines of up to 5% of revenue and other
penalties. PRC regulatory authorities have also put forward regular inspections and reporting
on the compliance of mobile apps, mini-programs, software development kits and other
applications. We believe that our business operations are compliant with the currently effective
PRC laws relating to cybersecurity and personal data and privacy protection in all material
respects. Nevertheless, the interpretation and implementation of these laws and regulations are
evolving, and we may be required to continuously adjust and upgrade our applications. Failure
to do so may subject us to fines, administrative proceedings or other penalties, and materially
and adversely impact our business, reputation, financial condition and results of operations.

PRC regulatory authorities have also enhanced their regulation on algorithm
recommendation services. According to the Administrative Provisions on Internet Information
Service Algorithm Recommendation ( (ELEF#E(E BB B HEEEHBE) ) (“Algorithm
Recommendation Provisions”), which came into effect on March 1, 2022, algorithm
recommendation service providers shall clearly inform users of their provision of algorithm
recommendation services, and make public the basic principles, purposes and main operating
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mechanisms of the algorithm recommendation services, and shall also ensure that users may
conveniently terminate the algorithm recommendation services. Moreover, algorithm
recommendation service providers selling goods or providing services to consumers shall
protect consumers’ rights of fair trade, and are prohibited from carrying out illegal conduct
such as unreasonable differentiated treatment based on consumers’ preferences, purchase
behavior, or such other characteristics. In addition, the Administrative Provisions on Deep
Synthesis of Internet Information Services ( (EBF4A(E EMRFHE A ME M E) ), which
took effect in January 2023, impose obligations on providers, technology supporters and users
of deep synthesis technology, including verification of user identity, implementing measures to
protect data security and personal information, content moderation, labeling content generated
using deep synthesis technology, and conducting security assessment and completing filings
for provision of certain services. We use algorithmic recommendation and deep synthesis
technology in our businesses. Accordingly, we need to comply with the Algorithm
Recommendation Provisions, the Administrative Provisions on Deep Synthesis of Internet
Information Services ( CEEAE(E EARGR A B HE) ) and other applicable laws and
regulations governing algorithm recommendation services, and we may be subject to penalties
and liability for non-compliance, which may include administrative liabilities, including
warnings, public denouncement, fines, enforcement orders requiring us to correct, or
suspending us from posting new information, suspension of business or even criminal
liabilities. Complying with PRC regulations on algorithm recommendation services has

increased our compliance costs, and could negatively affect user activities on our platforms.

Moreover, on July 10, 2023, the Cyberspace Administration of China (the “CAC”),
together with other relevant authorities, released the Interim Measures on Administration of
Generative Al Services ( (MU T8 eI B 173 ) ), which came into effect on
August 15, 2023 and impose compliance requirements on providers of generative Al services.
According to the Interim Measures on Administration of Generative Al Services, individuals
or organizations that provide generative Al services of texts, images, audios, videos and other
content shall be responsible as the producers of such network information content to fulfill the
obligations of network information security and as the personal information processors to
protect any personal information involved. Certain providers of generative Al services shall
also conduct security assessments and complete certain filings in accordance with the
Algorithm Recommendation Provisions. Non-compliance with the Interim Measures on
Administration of Generative Al services may subject generative Al services providers to
penalties, including warning, public denouncement, rectification orders and suspension of the
provision of relevant services. The interpretation and implementation of the Interim Measures
on Administration of Generative Al Services may affect our business operations. We believe
that our business operations are compliant with currently effective PRC laws relating to
algorithm recommendation services in all material respects.

PRC regulatory authorities have also stepped up efforts in safeguarding cybersecurity.
The PRC Cybersecurity Law ( {1 #E N RILFIEH L 215) ) (the “Cybersecurity Law”),
which generally governs the construction, operation, maintenance and use of networks in
China, subjects network operators, including us, to various security protection-related
obligations. In addition, the Cybersecurity Law provides that personal information and
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important data collected and generated by operators of critical information infrastructure in the
course of their operations in the PRC should be stored in the PRC, and imposes heightened
regulation and additional security obligations on operators of critical information
infrastructure. See “Regulatory Overview — Regulation of Internet Security.” We believe that
we are compliant with Cybersecurity Law, including requirements relating to security
protection, user identity verification, cybersecurity emergency response planning and technical
assistance, in all material respects. Failure to comply could subject us to fines, suspension of
businesses, shutdown of websites and revocation of business licenses. As of the Latest
Practicable Date, we have not been informed, approached or designated as a critical
information infrastructure operator under the applicable PRC laws and regulations by any PRC
governmental authorities.

PRC regulatory authorities have promulgated laws and regulations relating to
cybersecurity review, including requirements that affect overseas listings by Chinese
companies. According to the Revised Cybersecurity Review Measures, which became effective
in February 2022, operators of critical information infrastructure who purchase network
products and services and network platform operators who carry out data processing activities
that affect or may affect national security shall be subject to cybersecurity review. In addition,
any network platform operators with personal information of over one million users must apply
for cybersecurity review before listing abroad. Relevant PRC regulatory authorities may also
initiate cybersecurity review if they determine certain network products, services or data
processing activities affect or may affect national security. See “Regulatory Overview —
Regulation of Internet Security.” Moreover, in November 2021, the CAC promulgated the Draft
Regulations on Network Data Security Management (the “Draft Cyber Data Security
Regulations™) for public comments, which set forth different scenarios where data processors
are required to apply for cybersecurity review, including, among others, foreign listing while
processing over one million users’ personal information, Hong Kong listing that affects or may
affect national security, and other data processing activities that affect or may affect national
security. The Draft Cyber Data Security Regulations also require data policies and rules and
any material amendments thereof of large Internet platforms with over 100 million daily active
users be evaluated by a third-party organization designated by the CAC and approved by the
respective local branch of the CAC and competent authorities for telecommunication. As of the
Latest Practicable Date, this draft has not been formally adopted, and uncertainties exist with
respect to whether and when such draft regulations will be enacted and its final content. See

“Regulatory Overview — Regulation of Data and Privacy Protection.”

As of the Latest Practicable Date, we have not received any notice from the CAC of a
cybersecurity review on us under the Revised Cybersecurity Review Measures. Based on the
phone consultation on September 15, 2023 with the China Cybersecurity Review Technology
and Certification Center, we were advised that the Company is not required to file an
application for cybersecurity review under Article 7 of the Revised Cybersecurity Review
Measures with respect to the [REDACTED]. However, given the scale of our business and the
number of users on our platforms, we cannot exclude the possibility that we will trigger the
cybersecurity review in the future. If we are subject to cybersecurity review, we may incur
significant costs and face challenges, both in the review process and in making enhancements
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to our cybersecurity measures that may be required. If we are unable to manage these risks, we
may be subject to penalties, including fines, suspension of business, prohibition against new
user registration (even for a short period of time) and revocation of required licenses, and our
reputation and results of operations could be materially and adversely affected. Moreover, if we
are required to undergo cybersecurity review in connection with any future securities offerings,
our ability to obtain additional capital may be negatively affected. See also “— We may need
additional capital but may not be able to obtain it on favorable terms or at all.”

PRC regulatory authorities have also enhanced the supervision and regulation of
cross-border data transmission. The Data Security Law which took effect in September 2021
prohibits entities and individuals in China from providing any foreign judicial or law
enforcement authority with any data stored in China without approval from competent PRC
authority, and sets forth the legal liabilities of entities and individuals found to be in violation
of their data protection obligations, including rectification order, warning, fines, suspension of
relevant business, and revocation of business permits or licenses. Moreover, the Measures for
the Security Assessment of Cross-border Data Transmission promulgated by the CAC came
into effect on September 1, 2022. According to these measures, data processors are subject to
security assessments conducted by the CAC prior to any cross-border transfers of important
data and personal information, if falling under any of the following circumstances: (i) where
the data processor intends to provide important data overseas; (ii) where the critical
information infrastructure operator and any data processor who has processed personal
information of more than 1,000,000 individuals intend to provide personal information
overseas; (iii) where any data processor who has provided personal information of 100,000
individuals or sensitive personal information of 10,000 individuals to overseas recipients
accumulatively since January 1 of the last year intends to provide personal information
overseas; and (iv) other circumstances where the security assessment of cross-border data
transfer is required as prescribed by the CAC. See “Regulatory Overview — Regulation of
Data and Privacy Protection.” Any cross-border data transfer activities conducted in violation
of the Measures for the Security Assessment of Cross-border Data Transmission before the
effectiveness of these measures are required to be rectified by the end of February 2023. We
have implemented control procedures to comply with the new requirements. Complying with
PRC laws and regulations relating to cross-border data transmission increases our compliance
costs and could affect our ability to transfer data across borders. In August 2023, the Company
has obtained the approval from the CAC for the security assessment on the cross-border

transfer of personal information involved in the scenario applied by the Company.

In addition, regulators in the jurisdictions where we operate may implement measures to
ensure government data access in certain circumstances. For example, according to the PRC
Cybersecurity Law and relevant regulations, network operators, including us, are obligated to
provide assistance and support in accordance with the law for public security and national
security authorities to protect national security or assist with criminal investigations.
Compliance with these laws and requirements could lead to significant damages to our

reputation and proceedings and actions against us by regulators and private parties.
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As we further expand our operations into international markets, we will be subject to
additional laws in other jurisdictions where we operate and where our customers and logistics
partners are located. Such laws, rules and regulations of other jurisdictions may be more
comprehensive, detailed and nuanced in their scope, and may impose requirements and
penalties that conflict with, or are more stringent than, those in China. In addition, the laws,
rules and regulations in the jurisdictions where we operate may restrict the transfer of data
across jurisdictions, which could impose additional and substantial operational, administrative
and compliance burdens on us, and may also restrict our business activities and expansion
plans, as well as impede our data-driven business strategies. Complying with laws and
regulations for an increasing number of jurisdictions could require significant resources and
costs. Our use of cloud services will also increase the amount of data hosted on our platform,
as well as the number of jurisdictions in which we have IT systems. This, as well as the
increasing number of new legal requirements in various jurisdictions, such as those in Europe,
North America and Southeast Asia, present increased challenges and risks in relation to
policies and procedures relating to data collection, storage, transfer, disclosure, protection and
privacy, and will impose significant penalties for non-compliance.

The General Data Protection Regulation (“GDPR”) came into effect in May 2018,
repealing and replacing the European Union Data Protection Directive, and imposing revised
data privacy and security requirements on companies in relation to the processing of personal
data of the EU and the UK, data subjects. The GDPR, together with national legislation,
regulations and guidelines of the European Union member states and the UK governing the
processing of personal data, impose strict obligations with respect to, and restrictions on, the
collection, use, retention, protection, disclosure, transfer and processing of personal data. The
GDPR authorizes fines for certain violations of up to 4% of the total global annual turnover
of the preceding financial year or 20 million Euro, whichever is greater. In addition, as of
January 1, 2021, upon the expiry of transitional arrangements agreed to between the UK and
the European Union, data processing in the UK is governed by a UK version of the GDPR
(combining the GDPR and the UK Data Protection Act (2018)), exposing us to two parallel
regimes, each of which potentially authorizes similar fines and other potentially divergent
enforcement actions for certain violations. Any failure, or perceived failure, by us to comply
with the above and other applicable regulatory requirements or privacy protection-related laws,
rules and regulations could result in reputational damages or proceedings or actions against us
by governmental entities, consumers or others. These proceedings or actions could subject us
to significant penalties and negative publicity, require us to change our data and other business
practices, increase our costs and severely disrupt our business, hinder our global expansion or
negatively affect the [REDACTED] of our Shares.

While we believe we are compliant with such laws and regulations in all material
respects, how these laws and regulations will be interpreted, implemented and enforced in
practice will be determined by the then-effective applicable laws, especially since many of
these laws and regulations only came into effect recently or have not come into effect yet, and
we may still be subject to regulatory investigations, fines, suspension of businesses and
revocation of licenses. In addition, future interpretation and implementation of these laws and
regulations, or additional laws and regulations that may come into effect, may result in a
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significant increase in our compliance costs, force us to change our business practices,
adversely affect our business performance as well as subject us to negative publicity, which
could harm our reputation among customers and negatively affect the [REDACTED] of our
Shares.

We may face regulatory investigations, fines, penalties or other actions as well as suffer
reputational harm and the [REDACTED] of our Shares may decrease significantly due to
business dealings by, or connections of our Company, our business partners and other
participants in our logistics network with countries or persons subject to sanctions and
export or import controls.

Because we operate globally, we may be subject to international economic sanctions,
export or import controls as well as other trade restrictions imposed on countries, entities, or
persons across jurisdictions. The U.S., the UK and the EU governments impose broad
comprehensive economic and trade restrictions on dealings with certain countries and regions,
including Crimea, certain regions in Ukraine affected by the Russia-Ukraine conflict, Cuba,
Iran, North Korea and Syria (the “Blocked Countries”), and with numerous individuals and
entities, including those designated on the Specially Designated Nationals and Blocked Persons
List maintained by the U.S. Department of the Treasury’s Office of Foreign Assets Control and
other similar sanctions lists maintained by the EU and the UK (the “Blocked Persons”). These
economic sanctions programs and export/import controls also impose varying degrees of
restrictions on dealings with a number of other countries, such as Russia, Belarus, and
Venezuela, as well as with other specific entities and persons, such as those on the Entity List
maintained by the U.S. Department of Commerce’s Bureau of Industry and Security. These
sanctions programs and export/import controls evolve and expand frequently, including with
respect to the Blocked Countries, Blocked Persons, and other countries and persons subject to
sanctions or export/import controls. It is not, however, possible to predict with a reasonable
degree of certainty how the regulatory environment concerning the U.S., the UK and the EU
economic sanctions and export/import controls may develop. The United Nations and other
countries also similarly impose economic and trade restrictions on entities and individuals
across the globe. Recently, the Russia-Ukraine conflict has resulted in additional sanctions,
export/import controls and other restrictions imposed on Russia, Belarus, and certain entities
and individuals by the U.S., the EU, the UK, and other countries.

As a Cayman Islands company with the substantial majority of our subsidiaries and
operations outside of the U.S., the UK and the EU, we are generally not required to comply
with the U.S., the UK, and the EU sanctions to the same extent as U.S., UK or EU entities.
However, for companies like us, their U.S., UK, and EU subsidiaries, employees who are U.S.
persons or UK or EU nationals, activities in the U.S., the UK, or the EU, activities involving
U.S.-origin goods, technology or services, and certain conduct or dealings involving Blocked
Countries and Blocked Persons, among other activities, are subject to applicable sanctions
requirements as well as export or import controls. We do not have employees or operations in
any of the Blocked Countries. Any operations in Blocked Countries or other countries subject
to sanctions, or business dealings with Blocked Persons may subject us to negative publicity,
governmental investigations, reputational harm and other potential liability on us.
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Furthermore, if any of our expanding network of global business partners, investee
companies, joint venture partners or other parties that have collaborative relationships with us
or our affiliates were to become Blocked Persons or otherwise subject to or violate sanctions
or export/import control restrictions, this might result in significant negative publicity,
governmental investigations and reputational harm, potential liability on us, as well as losses
from impairments or write-offs. Some of such companies and other parties, including some of
our global business partners and investee companies, have become subject to sanctions,
export/import control restrictions, or related governmental investigations. While we believe
that the risks of us violating applicable sanctions and export/import controls are low, there is
no assurance that our operations and reputation will not be impacted by sanctions and/or
governmental actions imposed on these companies and partners. Some of our business partners
and investee companies are subject to governmental inquiry or investigation into potential
violations of sanctions or export/import control laws. We may be required to terminate our
relationships with these partners, companies, or joint ventures under applicable sanctions and
export/import control laws, or to discontinue certain of our operations in the future, which in
turn may negatively affect our business and operation.

We have established a compliance program that aims to ensure our compliance with these
economic and trade restrictions, as well as export or import control regimes. However, these
laws and regulations are complex and subject to frequent change, including with respect to
jurisdictional reach and the lists of countries, entities, individuals and technologies subject to
sanctions, export/import controls, and other regulatory controls, and there is no assurance that
our compliance program is sufficient. We may incur significant costs related to current, new
or changing sanctions, embargoes, export or import controls programs or other restrictions and
disclosure requirements. Any alleged or actual violation of these sanctions and export/import
control laws by us or by our business partners may result in negative publicity, investigations,
fines, fees, settlements, or other enforcement actions or penalties, which are difficult to predict.
We also could face increased compliance costs and risks as we expand globally and into
additional businesses, such as overseas local delivery services.

Certain institutional investors, including state and municipal governments in the United
States and universities, as well as financial institutions, have proposed or adopted divestment
or similar initiatives regarding investments in companies that do business with Blocked
Countries, Blocked Persons, or other countries or persons subject to sanctions or export/import
controls. Accordingly, as a result of activities in our logistics network or in connection with
other business we operate that may involve customers based in the Blocked Countries, Blocked
Persons, or other countries or persons subject to sanctions or export/import controls, certain
investors may not wish to invest or may divest their investment in us, certain financial
institutions may not wish to lend, extend credit or offer ordinary banking services to us, or seek
early repayment of loans made to us, and certain financial institutions and other businesses
with which we partner or may partner may seek to avoid business relationships with us. These
divestment initiatives and terminations of business services may negatively impact our
reputation, business and results of operations, and may materially and adversely affect the
[REDACTED] of our Shares.
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We face certain risks relating to the real properties that we own, such as the failure to comply
with zoning and usage requirements, which may adversely affect our business.

As of June 30, 2023, we owned certain properties in the PRC and, to a much lesser extent,
in Indonesia and Vietnam, covering an aggregate gross floor area of approximately 10 million
square meters. Such owned properties are primarily used as warehouses, sorting centers and
offices. We are subject to a variety of real property-related laws and regulations in the
jurisdictions where we operate, such as property ownership and land use rights certificates,
lease agreement registrations, legal zoning and permissible usage. We are also subject to
various loan and other contractual arrangements that impose certain limitations and restrictions
on property transfers, leases and disposals or requirements on investment and output amounts
and tax contributions, among others. Furthermore, we must obtain requisite approvals, licenses
and permits in carrying out construction projects on owned properties. Failures to comply with
such laws, regulations and requirements may subject us to administrative fines, government
orders or foreclosures. If we lose the ability to use our owned properties for their actual or
intended purposes, or if we are unable to complete planned construction projects in a timely
manner, we may not be able to find replacement properties in a timely manner and on
commercially acceptable terms, or at all, which may cause disruptions in parts of our logistics
network and materially and adversely affect our business and results of operations. During the
Track Record Period and up to the Latest Practicable Date, we were not subject to material
administrative fines, government orders or foreclosures in connection with the real properties

weE own.

We face certain risks relating to the real properties that we lease, such as failure to register,
or expiration of lease agreements, which may adversely affect our business.

We lease certain properties primarily for warehouses, sorting centers, offices and
dormitories. We are subject to a variety of relevant laws and regulations in the jurisdictions
where we operate, such as lease agreement registrations, permissible usage, among others. Any
failure to comply with comply with such laws and regulations may subject us to administrative
fines or challenges by government agencies or third parties regarding the validity of lease
agreements. For example, some lessors of our leased properties have not provided us with their
property ownership certificates or other documentation proving their right to lease those
properties to us. In addition, certain of our leasehold interests in leased properties have not
been registered with the relevant PRC governmental authorities as required by PRC law.
Furthermore, certain of our leased properties’ current usages are not in conformity with the
permitted usages prescribed in the relevant title certificates.

During the Track Record Period and up to the Latest Practicable Date, we were not aware
of any material claims or actions being contemplated or initiated by government authorities,
property owners or any other third parties with respect to our leasehold interests in or use of
such properties. However, we cannot assure you that our use of such leased properties will not
be challenged in the future. In the event that our use of properties is successfully challenged,
we may be subject to fines and forced to relocate the affected operations. In addition, we may
become involved in disputes with the property owners or third parties who otherwise have
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rights to or interests in our leased properties. We cannot assure you that we will be able to find
suitable replacement sites on terms acceptable to us on a timely basis, or at all, or that we will
not be subject to material liability resulting from third parties’ challenges on our use of such
properties. As a result, our business, financial condition and results of operations may be
materially and adversely affected.

Furthermore, certain of our leases are close to expiration. If we cannot successfully renew
such leases where needed, we may not be able to locate comparable alternative sites as our
business continues to grow, which may adversely and materially affect our business and

operations.

Legal proceedings against us could harm our reputation and have a material and adverse
effect on our business, financial condition, results of operations and prospects.

We have been involved in litigation and other disputes in the ordinary course of our
business, which include lawsuits, arbitration, regulatory proceedings and labor and other
disputes. Such litigation and disputes may result in claims for actual damages, freezing of our
assets and diversion of our management’s attention, as well as legal proceedings against our
Directors, officers or employees. The probability and amount of liability, if any, may remain
unknown for long periods of time. Given the uncertainty, complexity and scope of many of
these litigation matters, their outcome generally cannot be predicted with any reasonable
degree of certainty. As a result, any unfavorable final resolution of pending litigation matters,
including substantial liabilities arising from lawsuit judgments, could have a material and
adverse effect on our business, results of operations and financial condition. Moreover, even
if we eventually prevail in these matters, we could incur significant legal fees or suffer
significant reputational damage, which could have a material and adverse effect on our
prospects and future growth, including our ability to attract and retain customers, logistics
partners, employees and agents.

As we expand our international logistics services, we may face an increasing number and
a wider variety of claims in the jurisdictions where we operate. Laws, rules and regulations
may vary in their scope and we may face conflicting laws, rules and regulations. We may
acquire companies that have been subject to, or may become subject to litigation and regulatory
proceedings. In addition, in connection with litigation or regulatory proceedings we may be
subject to in various jurisdictions, we may be prohibited by laws, regulations or governmental
authorities in one jurisdiction from complying with subpoenas, orders or other requests from
courts or regulators of other jurisdictions, including those relating to data held in or with
respect to persons in these jurisdictions. Our failure or inability to comply with the subpoenas,
orders or requests could subject us to fines, penalties or other legal liability, which could have
a material adverse effect on our reputation, business, and results of operations.
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We may be accused of infringing intellectual property rights of third parties or violating
content restrictions under relevant laws.

We have in the past faced and may continue to face claims from third parties that our
products, service offerings or technologies, including those being jointly developed with our
business partners, infringe upon their intellectual property rights or are provided beyond the
authorized scope. During the Track Record Period and up to the Latest Practicable Date, we
have not faced material litigation involving direct claims of infringement by us. However, the
possibility of intellectual property claims against us increases as we continue to grow in China
and globally. There could also be existing patents of which we are not aware that our products,
service offerings or technologies may inadvertently infringe. Governmental authorities around
the world also stepped up efforts to investigate, prevent and take actions against alleged
misappropriation of intellectual property, which may result in increased scrutiny,
investigations, enforcement actions and litigation relating to intellectual property infringement.
These claims or scrutiny, whether or not having merit, may result in our expenditure of
significant financial and management resources, injunctions against us or payment of damages.
We may need to obtain licenses from third parties who allege that we have infringed their
rights, but these licenses may not be available on terms acceptable to us, or at all. These risks
have been amplified by the increase in the number of third parties whose sole or primary
business is to assert these claims.

If our products, service offerings or technologies were deemed to infringe upon third
parties’ patents, copyrights or other intellectual property rights, we could suffer losses, incur
additional expenses to purchase such intellectual property rights, or become subject to
penalties, including confiscation of income, fines, suspension of business and revocation of
required licenses, which could materially and adversely affect our business, financial condition
and results of operations. The outcome of any claims, investigations and proceedings is
inherently uncertain, and in any event defending against these claims could be both costly and
time-consuming, and could significantly divert the efforts and resources of our management
and other personnel. An adverse determination in any of these litigation matters or proceedings
could cause us to pay damages, incur legal and other costs, limit our ability to conduct business

or require us to change the manner in which we operate and harm our reputation.

We may not be able to protect our intellectual property rights.

We rely on a combination of trademark, fair trade practice, patent, copyright and trade
secret protection laws in the jurisdictions where we operate, as well as confidentiality
procedures and contractual provisions, to protect our intellectual property rights. See “Our
Business — Intellectual Property.” We also enter into confidentiality agreements with our
employees and any third parties who may access our proprietary information, and we
rigorously control access to our proprietary technology and information.

We have in the past suffered and may continue to suffer from intellectual property
infringement as we continue to expand our business in China and globally. Intellectual property
protection may not be sufficient in the jurisdictions where we operate. Confidentiality

— 83 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

RISK FACTORS

agreements may be breached by counterparties, and there may not be adequate remedies
available to us for these breaches. Accordingly, we may not be able to effectively protect our
intellectual property rights or to enforce our contractual rights in the jurisdictions where we
operate. In addition, policing any unauthorized use of our intellectual property is difficult,
time-consuming and costly and the steps we have taken may be inadequate to prevent the
misappropriation of our intellectual property. In the event that we resort to litigation to enforce
our intellectual property rights, such litigation could result in substantial costs and a diversion
of our managerial and financial resources. There can be no assurance that we will prevail in
any litigation. In addition, our trade secrets may be leaked or otherwise become available to,
or be independently discovered by, our competitors. Any failure in protecting or enforcing our
intellectual property rights could have a material adverse effect on our business, financial
condition and results of operations.

If our risk management system is not adequate or effective, and if it fails to detect potential
risks in our business as intended, our business, financial condition and results of operations
could be materially and adversely affected.

We have established a risk management system, including an organizational framework,
policies and procedures that are designed to identify, monitor, control and respond to potential
risks relevant to our business operations. However, due to the inherent limitations in its design
and implementation, our risk management system may not be sufficiently effective if external
circumstances change substantially or extraordinary events take place.

Furthermore, our new business initiatives may give rise to additional risks that are
currently unknown to us, despite our efforts to anticipate such issues. If our risk management
system fails to detect potential risks in our business as intended or is otherwise exposed to
weaknesses and deficiencies, our business, financial condition and results of operations could
be materially and adversely affected.

Our risk management also depends on effective implementation by our employees. There
can be no assurance that such implementation by our employees will always function as
intended or will not involve any human errors, mistakes or intentional misconduct. If we fail
to implement our policies and procedures in a timely manner, or fail to identify risks that affect
our business with sufficient time to plan for contingencies for such events, our business,
financial condition and results of operations could be materially and adversely affected,
particularly with respect to the maintenance of our relevant approvals and licenses granted by
governments.

We may not have sufficient insurance coverage to cover our business risks.
We have obtained insurance, such as property insurance, business interruption insurance
for certain of our logistics facilities and third-party liabilities insurance, to cover certain

potential risks and liabilities. However, insurance companies in China and other jurisdictions
in which we operate may offer limited business insurance products or we may not be able to
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obtain such insurance on favorable terms. As a result, we do not maintain insurance for all
types of risks we face in our operations in China and elsewhere, and our coverage may not be
adequate to compensate for all losses that may occur, particularly with respect to loss of
business or operations.

We also do not maintain product liability or key-man life insurance. This potentially
insufficient coverage could expose us to potential claims and losses. Any business disruption,
litigation, regulatory action, outbreak of epidemic disease or natural disaster could also expose
us to substantial costs and diversion of resources. There can be no assurance that our insurance
coverage is sufficient to prevent us from any loss or that we will be able to successfully claim
our losses under our current insurance policy on a timely basis, or at all. If we incur any loss
that is not covered by our insurance policies, or the compensated amount is significantly less
than our actual loss, our business, financial condition and results of operations could be
materially and adversely affected.

We had net current liabilities in the past, which we may continue to have in the future.

We had net current liabilities of RMB3,983 million as of March 31, 2022. See “Financial
Information — Discussion of Certain Key Balance Sheet Items — Discussion of Current Assets
and Liabilities.” We cannot assure you that we will not have net current liabilities in the future.
Net current liabilities position can expose us to the risk of shortfalls in liquidity, which may
adversely affect our ability to execute our business strategies and constrain our business
operations. Any difficulty or failure to meet our liquidity needs as and when needed can have
a material adverse effect on our business, financial condition and results of operations and
prospects.

Our financial condition may be materially and adversely affected if we fail to collect trade

receivables from our customers in a timely manner, or at all.

Our trade receivables from third and related parties (after deducting credit loss allowance)
increased by 44% from RMB3,286 million as of March 31, 2021 to RMB4,723 million as of
March 31, 2022, further increased by 50% to RMB7,069 million as of March 31, 2023 and
further increased by 18% to RMBS§,363 million as of June 30, 2023. The increases in trade
receivables were primarily due to an increase in the proportion of our revenue generated from
merchants and logistics companies with credit terms. See “Financial Information — Discussion
of Certain Key Balance Sheet Items — Discussion of current assets and liabilities — Trade,
other receivables and prepayments — Trade receivables.”

Credit risks for trade receivables arise when our customers default on their contractual
obligations resulting in financial losses to our Company. While we have internal processes and
limits to identify and mitigate credit risks, we cannot assure you that we are or will be able to
accurately assess the creditworthiness of each of our customers before entering into agreements
or extending credit terms, neither can we guarantee that each of these customers will be able
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to strictly follow and enforce the payment schedules provided in the relevant agreements. Any
inability of our customers to pay us in a timely manner may adversely affect our liquidity and
cash flows, which may in turn have a material adverse effect on our results of operations and
financial condition.

Changes in business prospects may result in impairment of goodwill acquired in business
combinations, which could negatively affect our results of operations.

As of June 30, 2023, we had goodwill of RMB4,353 million, which primarily arose from
the acquisitions of certain logistics businesses with delivery and warehouse operations for
expanding our logistics network. We assess the impairment of goodwill annually, or more
frequently if certain events or changes in circumstances indicate that it might be impaired, by
comparing the recoverable amounts of cash-generating unit to the carrying amounts. See Notes
20 to our consolidated financial statements included in the Accountant’s Report in Appendix
I to this document for further details. We assessed the impairment on goodwill at the end of
each of the fiscal years ended March 31, 2021, 2022 and 2023, and the three months ended June
30, 2023 and the recoverable amounts exceeded carrying amounts, and concluded that the
goodwill was not regarded as impaired. However, any significant impairment of goodwill in the
future due to changes in business prospects could have a material adverse effect on our
business, financial condition and results of operations.

We are exposed to fair value changes of certain of our investments. The determination of
such fair value changes requires the use of estimates that are based on unobservable inputs,
and therefore inherently involves a certain degree of uncertainty.

We classify certain of our investments as financial assets at fair value through profit or
loss, including (i) those included in current assets, such as options granted to us by certain
investee companies and (ii) those included in non-current assets, such as strategic investments
in the form of convertible redeemable preferred shares, ordinary shares with preferential rights
and listed equity securities. We primarily select and make the strategic investments to expand
our logistics network, strengthen our logistics service capabilities, and integrate key
capabilities across the end-to-end logistics value chain. See Note 24 to our consolidated
financial statements included in the Accountant’s Report in Appendix I to this document for
further details.

The fair value changes of financial investments at fair value through profit or loss may
affect our financial position and results of operations. For example, we recorded fair value
losses of financial assets and liabilities at fair value through profit or loss of RMB273 million
and RMB301 million in fiscal year 2021 and the three months ended June 30, 2023,
respectively, which were primarily due to fair value changes of certain of our investments. We
may continue to incur fair value losses on our investments in the future.
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We use significant unobservable inputs, such as risk-free rate, discount for lack of
marketability and expected volatility, in valuing certain of our assets and liabilities, including
financial assets at fair value through profit or loss. Such determination requires us to make
significant estimates, which may be subject to material changes, and therefore inherently
involves a certain degree of uncertainty. Factors beyond our control can significantly influence
and cause adverse changes to the estimates we use and thereby affect the fair value of such
assets and liabilities. These factors include, but are not limited to, credit risk, market volatility
and liquidity adjustments. Any of these factors, as well as others, could cause our estimates to
vary from actual results, which could materially and adversely affect our results of operations
and financial condition.

Our investments in associates and joint ventures may subject us to various risks.

We classify our investments in associates and joint ventures as investments accounted for
using the equity method. As of March 31, 2021, 2022 and 2023 and June 30, 2023, our
investments accounted for using the equity method amounted to RMB1,041 million,
RMB4,480 million, RMB4,287 million and RMB4,427 million, which mainly represent our
share of interest in certain private companies. We recorded impairment losses on an associate
and joint ventures accounted for using the equity method of RMB229 million for the fiscal year
2023. See Note 21 to our consolidated financial statements included in the Accountant’s Report

in Appendix I to this document for further details.

We may invest in additional associates or joint ventures in the future. Our results of
operations might be affected by the results of any such associates or joint ventures we invest
in, as typically there is no cash flow to us until dividends are received. In addition, investments
in associates or joint ventures are not as liquid as compared with other types of investments.
In particular, the failure to generate financial results commensurate with investments may
result in impairment losses. Any significant impairment losses charged against our investments
in associates or joint ventures could have a material adverse effect on our business, financial
condition and results of operations.

Furthermore, our associates or joint venture partners, as well as any future partners, may
have interests that are different from ours which may result in conflicting views as to the
conduct of the business of the associates or joint ventures. In the event that we have a
disagreement with an associate or a joint venture partner with respect to the management
decision, policy or operations of the associate or joint venture, we may not be able to resolve
such disagreement in our favor and such disagreement could have a material adverse effect on
our interests in the associate or the joint venture or the business of the associate or the joint
venture in general. Furthermore, if our associates or joint ventures fail to comply with laws and
regulations, we may be subject to regulatory investigations, fines, penalties or other actions, as
well as suffer reputational harm.
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We have granted and expect to continue to grant share-based awards in the future under our
share incentive plans, which may result in increased share-based compensation expenses.

We have granted share options, RSUs and restricted shares under the Pre-[REDACTED]
Equity Incentive Plans to certain directors, officers and employees and others. See “Appendix
V — Statutory and General Information — D. Equity Incentive Plans.” We recorded RMB849
million, RMB2,002 million, and RMB2,146 million and RMB323 million in fiscal years 2021,
2022 and 2023 and the three months ended June 30, 2023, respectively, in share-based
compensation expenses in relation to share-based award grants, representing 1.6%, 3.0%, 2.8%
and 1.4% of our revenue for the respective periods. We also expect to continue to grant awards
under our equity incentive plans, which we believe is of significant importance to our ability
to attract and retain key personnel and employees. As a result, our expenses associated with
share-based payments may increase, which may have an adverse effect on our financial
condition and results of operations.

An occurrence of widespread health epidemics or other outbreaks or natural disasters could
have a material adverse effect on our business, financial condition and results of operations.

Our business could be materially and adversely affected by the outbreak of widespread
health epidemics, such as COVID-19, swine flu, avian influenza, severe acute respiratory
syndrome, Ebola and Zika; natural disasters, such as earthquakes, snowstorms, storm surges,
floods, fires, drought and other effects of climate change; or other events, such as wars, acts
of terrorism, environmental accidents, power shortages or communication interruptions. The
occurrence of a disaster or a prolonged outbreak of an epidemic illness or other adverse public
health developments in China or elsewhere in the world could materially disrupt our industry
and our business and operations, and have a material adverse effect on our business, financial
condition and results of operations. For example, these events could cause a temporary closure
of the facilities we use for our operations, significantly disrupt supply chains and logistics
services or severely impact consumer behaviors and the operations of merchants and logistics
partners and other service providers in our logistics network. Our operations could also be
disrupted if any of our employees or employees of our business partners are suspected of
contracting an epidemic disease, since this could require us or our business partners to
quarantine some or all of these employees or disinfect the facilities used for our operations. In
addition, our revenue and profitability could be materially reduced to the extent that a natural
disaster, health epidemic or other outbreak or any change in policy in response to such event
harms the global or PRC economy in general.

In an effort to halt the COVID-19 pandemic, governmental authorities in countries and
regions where we operate placed restrictions on travel and transportation and closed certain
businesses during certain periods from January 2020 to December 2022. While we have
resumed normal business operations, we experienced certain disruptions in parts of our
logistics network as a result of various governmental measures due to the COVID-19 outbreaks
in countries and regions where we operate. In addition, restrictions related to COVID-19
temporarily disrupted China’s supply chain in 2022, forcing some Chinese merchants and
manufacturers to suspend their operations, reducing manufacturing output and demand for
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e-commerce logistics services. Transportation restrictions related to the COVID-19 reduced
global air freight capacities and led to shortages in global ocean freight capacities, resulting in
increases in associated costs and longer transit times. To mitigate such impact, we have taken
proactive measures, such as using air charter services for cargo transportation and negotiating
price lock-up agreements to control our fulfillment costs, among other measures. Meanwhile,
we have observed that the COVID-19 pandemic has led to a shift in consumer preferences for
e-commerce, which in turn resulted in increased needs for e-commerce logistics services,
including those provided by us. However, we cannot assure you that such trend of consumer
preferences for e-commerce will sustain, nor that we will be able to successfully grow our

logistics business.
RISKS RELATED TO OUR CORPORATE STRUCTURE

If the contractual arrangements in relation to our VIE were deemed not in compliance with
PRC regulatory requirements on foreign investment, or if these regulations or the
interpretation of existing regulations changes in the future, we could be subject to penalties,
or be forced to relinquish our interests in those operations, which would materially and
adversely affect our business, financial results and the [REDACTED] of our Shares.

Due to legal restrictions on foreign ownership and investment in, among other areas,
value-added telecommunication services, which include the operations of ICPs, we, similar to
all other entities with foreign-incorporated holding company structures operating in our
industry in China, operate certain value-added telecommunication services, which are critical
to our business, through our PRC-incorporated VIE, Hangzhou Cainiao Logistics Information
Technology Co., Ltd (Wi SEWin(E ERHLAR/AT]). See “Regulatory Overview —
Regulations of Value-added Telecommunication Services” and ‘“Regulatory Overview —
Regulation of Foreign Investment.” Contractual arrangements between us and our VIE and its
equity holder give us effective control over the VIE and enable us to obtain substantially all
of the economic benefits arising from the VIE as well as to consolidate the financial results of
the VIE in our results of operations under IFRS. Although the structure we have adopted is
consistent with longstanding industry practice, and is commonly adopted by comparable
companies in China, the PRC regulatory authorities may not agree that these arrangements
comply with PRC licensing, registration or other regulatory requirements, with existing
policies or with requirements or policies that may be adopted in the future.

In the opinion of Fangda Partners, our PRC counsel, (i) the ownership structure of our
wholly-owned entity and our VIE in China does not and will not violate any applicable PRC
law, regulation or rule currently in effect; and (ii) the contractual arrangements between our
VIE, the corresponding wholly-owned entity and the equity holder of our VIE governed by
PRC law are valid, binding and enforceable in accordance with their terms and applicable PRC
laws and regulations currently in effect and will not violate any applicable PRC law, rule or
regulation currently in effect, except that the dispute resolution provisions of the contractual
arrangements regarding the remedies that may be awarded by the arbitral body and the power
of overseas courts such as Hong Kong and the Cayman Islands to grant interim remedies in
support of the arbitration may not be recognizable or enforceable in the PRC. However, Fangda
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Partners has also advised us that there are substantial uncertainties regarding the interpretation
and application of current PRC laws, rules and regulations. Accordingly, the possibility that the
PRC regulatory authorities and PRC courts may in the future take a view that is contrary to the
opinion of our PRC legal counsel cannot be ruled out. In addition, such laws, rules and
regulations could change or be interpreted differently in the future. See also “Contractual
Arrangements — Our Contractual Arrangements.”

Contractual arrangements in relation to a VIE have not been tested in a court of law, and
it is uncertain whether any new PRC laws, rules or regulations relating to VIE structures will

13

be adopted or if adopted, what they would provide. See also “— The interpretation and
implementation of the foreign investment laws of the PRC with respect to the VIE structure
may impact the viability of our current corporate structure, business, financial condition and

results of operations.”

If we or our VIE are found to be in violation of any existing or future PRC laws, rules
or regulations, or fail to obtain or maintain any of the required permits or approvals, the
relevant PRC regulatory authorities would have discretion to take action in dealing with these
violations or failures in accordance with the then-effective applicable laws, including revoking
the business and operating licenses of our PRC subsidiaries or the VIE, requiring us to
discontinue or restrict our operations, restricting our right to collect revenue, blocking one or
more of our websites, mobile apps, requiring us to restructure our operations or taking other
regulatory or enforcement actions against us. The imposition of any of these measures could
result in a material adverse effect on our ability to conduct a portion of our business operations.
In addition, it is unclear what impact these actions would have on us and on our ability to
consolidate the financial results of our VIE in our consolidated financial statements in
accordance with IFRS, if the PRC regulatory authorities were to find our legal structure and
contractual arrangements to be in violation of PRC laws, rules and regulations. If the
imposition of any of these government actions causes us to lose our right to direct the activities
of our VIE or otherwise separate from such entity and if we are not able to restructure our
ownership structure and operations in a satisfactory manner, we would no longer be able to
consolidate the financial results of our VIE in our consolidated financial statements. Any of
these events would have a material adverse effect on our business, financial condition and
results of operations, as well as cause the [REDACTED] of our Shares to significantly decline

or become worthless.

The interpretation and implementation of the foreign investment laws of the PRC with
respect to the VIE structure may impact the viability of our current corporate structure,

business, financial condition and results of operations.

The VIE structure has been adopted by many China-based companies, including us and
certain of our equity investees, to obtain licenses and permits necessary to operate in industries
that currently are subject to restrictions on or prohibitions for foreign investment in China.
According to the 2015 Draft PRC Foreign Investment Law, variable interest entities that are
controlled via contractual arrangements would be deemed as foreign-invested enterprises, if
they are ultimately “controlled” by foreign investors. In March 15, 2019, the National People’s
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Congress promulgated the 2019 PRC Foreign Investment Law. In December 2019, the State
Council of the PRC promulgated the Implementing Rules of the Foreign Investment Law of the
People’s Republic of China to further clarify and elaborate upon relevant provisions of the
2019 PRC Foreign Investment Law. The 2019 PRC Foreign Investment Law and the
Implementing Rules of the Foreign Investment Law of the People’s Republic of China both
became effective on January 1, 2020 and replaced major former laws and regulations governing
foreign investment in the PRC. See “Regulatory Overview — Regulation of Foreign
Investment.”

As the 2019 PRC Foreign Investment Law has a catch-all provision that broadly defines
“foreign investments” as those made by foreign investors in China through methods as
specified in laws, administrative regulations, or as stipulated by the State Council of the PRC,
relevant governmental authorities may promulgate additional rules and regulations as to the
interpretation and implementation of the 2019 PRC Foreign Investment Law. In particular,
there can be no assurance that the concept of “control” as reflected in the 2015 Draft PRC
Foreign Investment Law, will not be reintroduced, or that the VIE structure adopted by us will
not be deemed as a method of foreign investment by other laws, regulations and rules.

Furthermore, on December 19, 2020, the NDRC and MOFCOM promulgated the Foreign
Investment Security Review Measures ( {IMFEHRELEFFEML) ), which took effect on
January 18, 2021. Under the Foreign Investment Security Review Measures, investments in
military, national defense-related areas or in locations in proximity to military facilities, or
investments that would result in acquiring the actual control of assets in certain key sectors,
such as critical agricultural products, energy and resources, equipment manufacturing,
infrastructure, transport, cultural products and services, IT, Internet products and services,
financial services and technology sectors, are required to be approved by designated
governmental authorities in advance. Although the term “investment through other means” is
not clearly defined under the Foreign Investment Security Review Measures, we cannot rule
out the possibility that control through contractual arrangement may be regarded as a form of
actual control and therefore require approval from the competent governmental authority. The
interpretation and implementation of the Foreign Investment Security Review Measures will be

in accordance with the then-effective applicable laws.

Accordingly, it remains to be clarified as to whether our VIE structure may be deemed as
a method of foreign investment in the future. If our VIE structure were to be deemed as a
method of foreign investment under any future laws, regulations and rules, and if any of our
business operations were to fall under the “Negative List” for foreign investment, we would
need to take further actions in order to comply with these laws, regulations and rules, which
may materially and adversely affect our current corporate structure, business, financial
condition and results of operations.
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Our contractual arrangements may not be as effective in providing control over the VIE as
direct ownership.

We have relied and expect to continue to rely on contractual arrangements with our VIE
to operate certain value-added telecommunication services in which foreign investment is
restricted. For a description of these contractual arrangements, see “Contractual Arrangements
— Our Contractual Arrangements.” These contractual arrangements may not be as effective as
direct ownership in providing us with control over our VIE.

If we had direct ownership of the VIE, we would be able to exercise our rights as an
equity holder directly to effect changes in the boards of directors of those entities, which could
effect changes at the management and operational level. Under our contractual arrangements,
we may not be able to directly change the members of the boards of directors of the VIE and
would have to rely on the VIE and the variable interest entity equity holder to perform their
obligations in order to exercise our control over the VIE. The variable interest entity equity
holder may have conflicts of interest with us or our shareholders, and they may not act in our
best interests or may not perform their obligations under these contracts. Pursuant to the call
options, we may replace the equity holder of the VIE at any time pursuant to the contractual
arrangements. However, if the equity holder is uncooperative in the replacement of the equity
holder or there is any dispute relating to these contracts that remains unresolved, we will have
to enforce our rights under the contractual arrangements through the operations of PRC law and
judicial agencies, which, similar to any law and judicial agencies of other jurisdictions, may
be costly and time-consuming. See “— Any failure by our VIE or its equity holder to perform
their obligations under the contractual arrangements would have a material adverse effect on
our business, financial condition and results of operations.” Consequently, the contractual
arrangements may not be as effective in ensuring our control over the relevant portion of our
business operations as direct ownership.

Any failure by our VIE or its equity holder to perform their obligations under the contractual
arrangements would have a material adverse effect on our business, financial condition and
results of operations.

If our VIE or its equity holder fails to perform their respective obligations under the
contractual arrangements, we may have to incur substantial costs and expend additional
resources to enforce the arrangements. Although we have entered into a call option agreement
in relation to the VIE, which provides that we may exercise an option to acquire, or nominate
a person to acquire, ownership of the equity in that entity or, in some cases, its assets, to the
extent permitted by applicable PRC laws, rules and regulations, the exercise of the call option
is subject to the review and approval of the relevant PRC governmental authorities. We have
also entered into equity pledge agreement with the equity shareholder of the VIE to secure
certain obligations of the VIE and its equity holder to us under the contractual arrangements.
In addition, the enforcement of these agreements through judicial agencies, if any, may be

costly and time-consuming and will be subject to inherent uncertainties. Moreover, our
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remedies under the equity pledge agreement are primarily intended to help us collect debts
owed to us by the VIE or the equity holder of the VIE under the contractual arrangements and
may not help us in acquiring the assets or equity of the VIE.

In addition, since the VIE is indirectly owned by individuals, although the terms of the
contractual arrangements provide that they will be binding on the successors of the VIE’s
equity holder, as those successors are not a party to the agreements, it is uncertain whether the
successors in case of the death, bankruptcy or divorce of the VIE’s equity holders will be
subject to or will be willing to honor the obligations of the VIE’s equity holders under the
contractual arrangements. If the VIE or its equity holders (or its successors), as applicable, fails
to transfer the equity interest in the VIE according to the respective call option agreement or
equity pledge agreement, we would need to enforce our rights under the call option agreement
or equity pledge agreement, which may be costly and time-consuming and may not be
successful.

The contractual arrangements are governed by PRC law and provide for the resolution of
disputes through court proceedings in China. Accordingly, these contracts would be interpreted
in accordance with PRC law and any disputes would be resolved in accordance with PRC legal
procedures. Results of legal proceedings could limit our ability to enforce the contractual
arrangements. Under PRC law, if the losing parties fail to carry out the court judgments within
a prescribed time limit, the prevailing parties may only enforce the court judgments in PRC
courts, which would require additional expense and delay. In the event we are unable to enforce
the contractual arrangements, we may not be able to exert effective control over the VIE, and
our ability to conduct our business, as well as our financial condition and results of operations,
may be materially and adversely affected.

We may lose the ability to use, or otherwise benefit from, the licenses, approvals and assets
held by our VIE, which could severely disrupt our business, render us unable to conduct
some or all of our business operations and constrain our growth.

Although the significant majority of our revenues are generated, and the significant
majority of our operational assets are held, by our wholly-owned entities, which are our
subsidiaries, our VIE holds licenses and approvals and assets that are necessary for our
business operations, to which foreign investments are restricted under applicable PRC law. The
contractual arrangements contain terms that specifically obligate the VIE’s equity holder to
ensure the valid existence of the VIE and restrict the disposal of material assets of the VIE.
However, in the event the VIE’s equity holder breaches the terms of these contractual
arrangements and voluntarily liquidates our VIE, or the VIE declares bankruptcy and all or part
of its assets become subject to liens or rights of third-party creditors, or are otherwise disposed
of without our consent, we may be unable to conduct some or all of our business operations
or otherwise benefit from the assets held by the VIE, which could have a material adverse
effect on our business, financial condition and results of operations. Furthermore, if our VIE
undergoes a voluntary or involuntary liquidation proceeding, its equity holder or unrelated
third-party creditors may claim rights to some or all of the assets of the VIE, thereby hindering
our ability to operate our business as well as constraining our growth.
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The Registered Shareholders, director and executive officers of our VIE may have potential

conflicts of interest with us.

PRC laws provide that a director and an executive officer owes a fiduciary duty to the
company he or she directs or manages. The director, Registered Shareholders and executive
officers of our VIE must act in good faith and in the best interests of the VIE and must not use
their respective positions for personal gain. On the other hand, as directors of our Company,
the relevant individuals have a duty of care and loyalty to us as a whole under Cayman Islands
law. We control our VIE through contractual arrangements and the business and operations of
our VIE are closely integrated with the business and operations of our subsidiaries.
Nonetheless, conflicts of interests for these individuals may arise due to dual roles both as
Registered Shareholders, directors and executive officers of our VIE and as our executive

officers, directors or employees.

There can be no assurance that the Registered Shareholders of our VIE will always act in
our best interests should any conflicts of interest arise, or that any conflicts of interest will
always be resolved in our favor. There also can be no assurance that such individual will ensure
that our VIE will not breach the existing contractual arrangements. If we cannot resolve any
of these conflicts of interest or any related disputes, we would have to rely on legal proceedings
to resolve these disputes and/or take enforcement action under the contractual arrangements.
There is substantial uncertainty as to the outcome of any of these legal proceedings. See
“— Any failure by our VIE or its equity holder to perform their obligations under the
contractual arrangements would have a material adverse effect on our business, financial

condition and results of operations.”

The contractual arrangements with our VIE may be subject to scrutiny by the PRC tax
authorities. Any pricing adjustment of a related party transaction could lead to additional
taxes, and therefore substantially reduce our consolidated net income and the value of your
[REDACTED].

The tax regime and practices in China are evolving and PRC tax laws may be interpreted
in different ways. The PRC tax authorities may assert that we or our subsidiaries or the VIE
or its equity holder are required to pay additional taxes on previous or future revenue or
income. In particular, under applicable PRC laws, rules and regulations, arrangements and
transactions among related parties, such as the contractual arrangements with our VIE, may be
subject to audit or challenge by the PRC tax authorities. If the PRC tax authorities determine
that any contractual arrangements were not entered into on an arm’s length basis and therefore
constitute a favorable transfer pricing, the PRC tax liabilities of the relevant subsidiaries, the
VIE and/or the VIE’s equity holder could be increased, which could increase our overall tax
liabilities. In addition, the PRC tax authorities may impose late payment interest. Our net
income may be materially reduced if our tax liabilities increase.
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Our Articles of Association contain anti-takeover provisions that could adversely affect the
rights of holders of our Shares.

Our Articles of Association contain certain provisions that could limit the ability of third
parties to acquire control of our Company, including a provision that grants authority to our
board of directors to allot, issue, grant options over or otherwise dispose of shares with or
without preferred, deferred or other rights or restrictions, whether with regard to dividend,
voting, return of capital or otherwise, to such person, at such times, for such consideration and
on such terms and conditions as it in its absolute discretion thinks fit. These provisions could
have the effect of delaying, preventing or deterring a change in control, and could limit the
opportunity for our shareholders to receive a premium for their Shares, and could also
materially decrease the price that some [REDACTED] are willing to pay for our Shares.

RISKS RELATED TO DOING BUSINESS IN THE PEOPLE’S REPUBLIC OF CHINA

While this may also apply to other jurisdictions, the interpretation and enforcement of PRC
laws, rules and regulations involve inherent uncertainties.

While our operations are governed by laws, rules and regulations of various jurisdictions,
most of our operations are conducted in the PRC, and are governed by PRC laws, rules and
regulations. Our PRC subsidiaries are subject to laws, rules and regulations applicable to
foreign investment in China.

Over the past decades, the PRC has continued to develop and enhance the laws and
regulations applicable to foreign investment, corporate governance, taxes, trade and other
economic matters in China, and such laws and regulations will continue to evolve in
accordance with the overall economic and social developments. We cannot assure you that our
business operations would be deemed to comply with any existing or future PRC laws or
regulations at all times, and non-compliance with relevant laws and regulations may materially
and adversely affect our business, financial conditions and results of operations.

Any administrative and court proceedings may result in substantial costs and diversion of
resources and management attention. As administrative and court authorities are bound to
interpret and enforce statutory and contractual terms, they will need to exercise certain
discretion, and it is possible that the PRC administrative and court authorities would not
interpret and enforce the statutory and contractual terms in a manner favorable to us, and it may
be difficult to accurately assess our rights and obligations under such statutory laws and
regulations or predict the outcome of any administrative and court proceedings we may face
thereunder.

We are subject to the regulation and supervision of various governmental agencies in

China, and to fulfill their respective regulatory responsibilities, they may set new requirements

or standards on various aspects of our operations, as well as conduct regulatory investigations,
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initiatives or other actions, which could in turn significantly influence our operations, and our
ability to obtain external financing through the issuance of equity securities overseas, and as
a result, the [REDACTED] of our Shares could significantly decline or become worthless.

Our operations are subject to various PRC laws and regulations, and compliance with these
laws and regulations could lead to increases in our costs.

We are subject to extensive national, provincial and local governmental regulations,
policies and requirements. Central governmental authorities and provincial and local
authorities and agencies regulate many aspects of Chinese industries, including, among others
and in addition to specific industry-related regulations, the following aspects: (i) operation of
logistics and supply chain services; (ii) traffic and transport-related services; (iii) provision of
supply chain solutions, transport services, financial services, retail services and operation of
high-technology businesses; (iv) provision of value-added telecommunication services; (V)
environmental laws and regulations; (vi) securities laws and regulations; (vii) establishment of
or changes in shareholder of foreign investment enterprises; (viii) foreign exchange; (ix) taxes,
duties and fees; (x) customs; and (xi) land planning and land use rights, including
establishment of urban transformation initiatives.

The liabilities, costs, obligations and requirements associated with these laws and
regulations may cause interruptions to our operations or impact our financial position and
results of operations. Failure to comply with the relevant laws and regulations in our operations
may result in various penalties, including, among others the suspension of our operations and
thus adversely and materially affect our business, prospects, financial condition and results of
operations. Additionally, there can be no assurance that the relevant government agencies will
not change such laws or regulations or impose additional or more stringent laws or regulations.
Compliance with such laws or regulations may require us to incur material capital expenditures
or other obligations or liabilities. Legal requirements are evolving and subject to interpretation
in accordance with the then-effective applicable laws, and we are unable to predict the ultimate
cost of compliance with these requirements or their effect on our operations. We may be
required to make significant expenditures or modify our business practices to comply with
existing or future laws and regulations, which may increase our costs and materially limit our
ability to operate our business.

Failure to comply with PRC laws and regulations by us or our logistics partners may
materially and adversely impact our business, reputation, financial condition and results of
operations.

Our business is subject to governmental supervision and regulation by the relevant PRC
governmental authorities, including but not limited to the State Post Bureau under the Ministry
of Transport, MIIT and the General Administration of Customs. Together, these governmental
authorities promulgate and enforce regulations that cover many aspects of our day-to-day
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operations, and we may fail to fully comply with certain of these regulations. See also
“Regulatory Overview.” Non-compliance with applicable laws, regulations and policies by us
may materially and adversely impact our business, reputation, financial condition and results
of operations.

According to the Interim Regulations on Express Delivery, which were promulgated by
the State Council on March 2, 2018, took effect on May 1, 2018 and were amended on March
2, 2019, we are subject to a revised set of requirements in operating our express delivery
business, including but not limit to: (i) we are required to file records with the local post
administrations for opening express delivery terminal outlets; (ii) in case we intend to suspend
operating express delivery services, we shall make public announcement, submit a written
notice to the postal administrative departments, return the Courier Service Operation Permit
and make proper arrangement on undelivered express parcels; (iii) we shall not sell, reveal or
illegally provide any information of customer and we shall take remedial measures and report
to the local post administrations in case the information of customer is revealed or may be
revealed; and (iv) we shall verify the identity of senders and register their identity information
when receiving express parcels and shall not receive their express parcels where senders refuse
to furnish identity information or furnish false identity information. The operation of our
express delivery service is subject to this regulation. We cannot assure that we will be
compliant with all of the regulations, and we may be required to rectify, or otherwise be subject
to fines, suspension of business for remediation or revocation of Courier Service Operation
Permit.

Pursuant to the E-commerce Law of the People’s Republic of China, which was
promulgated by Standing Committee of the National People’s Congress and took effect on
January 1, 2019, we are subject to certain requirements in e-commerce business, including but
not limit to, (i) in providing express logistics services for e-commerce activities, the providers
thereof shall abide by laws and administrative regulations, and comply with the service
standards and time limits they have promised; (ii) while handing over commodities, express
logistics service providers shall remind consignees to examine the commodities immediately
on the spot; where the commodities are received by others for consignees, such express
logistics service providers shall obtain the consent of consignees; and (iii) express logistics
service providers are required to use environmental-friendly packaging materials in accordance
with the relevant provisions in an effort to reduce the consumption of and recycle packaging
materials. While offering express logistics services, the providers thereof may agree to be
entrusted by e-commerce operators to collect payments for goods on a commission basis. The
operation of our express delivery service is subject to this law. We cannot assure that we will
be compliant with all of the requirements at all times, and we may be required to rectify. In
order to adapt to the evolving e-commerce industry, which could have a significant impact on
us, we may need to develop or upgrade existing business model. If our efforts to comply with
laws and regulations concerning e-commerce business are unsuccessful, our business, financial
condition and results of operations may be materially and adversely affected.
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Existing and new laws and regulations may be enforced from time to time and current and
any future laws and regulations applicable to us and/or our network partners are subject to
interpretation and implementation by competent governmental authorities. If the governmental
authorities require additional approvals or licenses, imposes additional restrictions on our or
our network partners’ operations, or tightens enforcements of existing or new laws or
regulations, it has the authority, among other things, to levy fines, confiscate income, revoke
business licenses, and require us to discontinue relevant business operations. In addition, our
logistics partners have full discretion over their daily operations and make localized decisions
with respect to their facilities, vehicles and hiring and pricing decisions. Their operations are
regulated by various PRC laws and regulations, including local administrative rulings, orders
and policies that are pertinent to their localized express delivery business. For example, local
regulations may specify the models or types of vehicles to be used in parcel pickup and
delivery services or require the logistics partners to implement heightened parcel safety
screening procedures, which could materially drive up the operating costs and adversely affect
the delivery efficiency of the pickup and delivery outlets.

On February 7, 2021, the Anti-Monopoly Committee of the State Council published
Guidelines on Anti-monopoly Issues in Platform Economy ( PBA -2 48 % S 1) fz BE B 4
F4) ) (the “Platform Economy Anti-Monopoly Guidelines”). Among others, the Platform
Economy Anti-Monopoly Guidelines intend to regulate abuse of a dominant position and other
anti-competitive practices by online platform operators and provide further guidance for
enforcement of anti-monopoly laws regarding network platform operators. If Alibaba or any of
our business partners, which is a platform operator, fails to comply with these rules and
regulations, our business cooperation with them may be affected; for example, the demand in
supply chain solutions and logistics services previously provided for such business partners by
us may decrease. If we were deemed as a platform operator, we may also be subject to the rules
and regulations under the Platform Economy Anti-monopoly Guidelines.

The PRC Postal Law indicates that express delivery companies cannot engage in “posting
and mail delivery business exclusively operated by postal enterprises.” In addition, foreign
investors are not allowed to invest in a business that operates and provides domestic express
delivery of letters. However, PRC law does not provide a clear definition for “posting and mail

’

delivery business exclusively operated by postal enterprises,” or “letters.” If the authorities
further define such term in the future and if any parcels that we deliver fall into the defined

category, we may be considered in violation of such regulation.

Furthermore, we are subject to extensive laws and regulations concerning the protection
of health and environment, which may vary by jurisdiction and are subject to changes. The
environmental laws and regulations that apply to any given project sites vary greatly according
to the site’s location, environmental condition and present and former uses, as well as the
adjoining properties. We are also required to obtain the requisite licenses and permits, such as
the Permit for Sewage Discharge into the Drainage Network, for our construction projects.
Non-compliance with environmental laws and regulations may result in delays and/or the
incurring of substantial costs and can severely restrict development activities for projects in
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environmentally sensitive areas. During the Track Record Period and up to the Latest
Practicable Date, there had not been subject to any material fines or other material penalties
due to non-compliance with environmental laws or regulations.

Regulations regarding acquisitions impose significant regulatory approval and review
requirements, which could make it more difficult for us to pursue growth through
acquisitions and subject us to fines or other administrative penalties.

Under the PRC Anti-monopoly Law, companies undertaking certain investments and
acquisitions relating to businesses in China must notify and obtain approval from the SAMR,
before completing any transaction where the parties’ revenues in China exceed certain
thresholds and the buyer would obtain control of, or decisive influence over, the other party or
any transaction that would otherwise trigger merger control filing obligations. In addition, we
need to notify other PRC regulatory authorities if the investment or acquisition is in certain
industries. The SAMR, the CAC and other regulatory agencies in China are enhancing merger
control review in key areas, including national interest and people’s livelihood, finance,
technology and media. On August 8, 2006, six PRC regulatory agencies, including the
MOFCOM, the State-owned Assets Supervision and Administration Commission of the State
Council, the State Taxation Administration (the “STA”), the SAIC, the CSRC, and the SAFE,
jointly adopted the M&A Rules, which came into effect on September 8, 2006 and were
amended on June 22, 2009. Under the M&A Rules, the approval of MOFCOM must be obtained
in circumstances where overseas companies established or controlled by PRC enterprises or
residents acquire domestic companies affiliated with PRC enterprises or residents. Applicable
PRC laws, rules and regulations also require certain merger and acquisition transactions to be
subject to security review.

Under the currently effective PRC Anti-monopoly Law, due to the level of our revenues,
our proposed acquisition of control of, or decisive influence over, any company with revenues
within China of more than RMB400 million in the year prior to any proposed acquisition,
would be subject to SAMR merger control review. In addition, a proposed transaction would
be subject to SAMR merger control review if we have joint control of or joint decisive
influence over any company with another party and where such other party has revenues within
China of more than RMB400 million in the year prior to such transaction. Some of the
transactions we undertook and may undertake could be subject to SAMR merger review. Under
the PRC Anti-monopoly Law, we may also be required to make divestitures or be subject to
limitations on our business practices and other administrative penalties if regulators determine
that we have failed to obtain the required approvals in relation to investments and acquisitions,
which could materially and adversely affect our business operations and financial results as
well as the [REDACTED] of our Shares.

The Provisions of the State Council of the PRC on the Thresholds for Filing of
Concentration of Undertakings (Revised Draft for Public Comments) issued by the SAMR on
June 27, 2022 propose to significantly raise the filing thresholds with respect to revenue, but
at the same time subjecting certain transactions that do not meet the revenue threshold to filing
obligations. See “Regulatory Overview — Regulation of Monopoly and Unfair Competition.”
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If adopted in current form, these provisions may subject transactions involving significant
undertaking and between one party with large revenue, like us, and start-up enterprises, to
filing obligations. Uncertainties exist with respect to the enactment timetable and final content
of such draft provisions. The amended PRC Anti-monopoly Law, which became effective on
August 1, 2022, significantly raises the maximum fines for failure to file for merger control
review, and introduces a “stop-clock mechanism” which may prolong the merger control
review process. Furthermore, the Provisions on the Review of Concentration of Undertakings,
which came into effect on April 15, 2023, provide detailed rules on how to implement the
“stop-clock mechanism,” which allow the SAMR to suspend the calculation of time period for
merger control review under various circumstances. See “Regulatory Overview — Regulation
of Monopoly and Unfair Competition.” Complying with the requirements of the relevant
regulations to complete these transactions could be time-consuming, and any required approval
processes, including approval from SAMR, may be subject to discretion of regulators and
could delay or inhibit our ability to complete these transactions, which could affect our ability
to expand our business maintain our market share or otherwise achieve the goals of our
acquisition strategy.

According to the Regulations on Enterprise Outbound Investment issued by the NDRC in
December 2017, which came into effect on March 1, 2018, we may also need to report to the
NDRC relevant information on overseas investments with an amount of US$300 million or
more in non-sensitive areas, and obtain the NDRC’s approval for our overseas investments in
sensitive areas, if any, before the closing of the investments. According to the Trial
Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies
( (BERZERSMNEA TR B R E AT HH%E) ) and  five supporting  guidelines
(collectively, the “Overseas Listing Trial Measures”), which promulgated by CSRC on
February 17, 2023 and took effect on March 31, 2023, if a Chinese overseas listed company
issues overseas listed securities to acquire assets, such issuance shall be subject to filing
requirements. See “— The approval, filing or other requirements of the CSRC or other PRC
regulatory authorities may be required under PRC law in connection with this [REDACTED]
and any future issuance of securities overseas, and, if required, we cannot predict whether or
for how long we or our subsidiaries will be able to obtain such approval or complete such
filing.” Accordingly, these regulations may restrict our ability to make investments in some
regions and industries overseas, and may subject any proposed investments to additional delays
as well as heightened scrutiny, including after the investments have been made.

Our investment and acquisition strategy is subject to these laws, rules and regulations.
Complying with the requirements of these laws, rules and regulations could be time-
consuming, and any required approval processes, from relevant regulatory authorities may
affect our ability to complete such transactions, which could affect our ability to complete
investments and acquisitions in the future in a timely manner or at all.
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The approval, filing or other requirements of the CSRC or other PRC regulatory authorities
may be required under PRC law in connection with this [REDACTED] and any future
issuance of securities overseas, and, if required, we cannot predict whether or for how long
we or our subsidiaries will be able to obtain such approval or complete such filing.

PRC laws and regulations in relation to the share issuance and listing of Chinese
companies overseas have been evolving. As a result, we may be required to make filings with
or report to CSRC or other PRC regulatory authorities for our future capital raising activities.
Any failure or perceived failure to make filing, report or comply with other applicable laws and
regulations would have a material adverse effect on our future capital raising activities and
result in negative publicity and legal proceedings or regulatory actions against us.

On July 6, 2021, the relevant PRC authorities issued the Opinions on Intensifying Crack
Down on Illegal Securities Activities ( CEMKIER R TR B EEFEEHE ) ), which
called for strengthening the administration over illegal securities activities and enhancing the
supervision on overseas listings by Chinese companies. As a follow-up, on February 17, 2023,
the CSRC promulgated the Overseas Listing Trial Measures, which took effect on March 31,
2023. The Overseas Listing Trial Measures clarify the scope of overseas offerings and listings
by Chinese domestic companies which are subject to the filing and reporting requirements
thereunder. Pursuant to the Overseas Listing Trial Measures, a Chinese company that directly
or indirectly offers or lists its securities in an overseas market shall file with the CSRC within
three business days after submitting listing application documents to the relevant regulator in
the place of intended listing. Failure to complete such filing may subject the Chinese company
to an order of rectification, a warning or a fine between RMB1 million and RMB10 million,
and its controlling shareholders, actual controllers, the person directly in charge and other
directly liable persons may also be subject to administrative penalties, such as warnings and
fines. Pursuant to these regulations, a Chinese company applying for listing abroad shall,
among others, complete record filing procedures and report relevant information to the
securities regulatory authority as required. Furthermore, with respect to the issuers with
contractual arrangements, at a press conference held for these new regulations, officials from
the CSRC clarified that the CSRC will seek opinions from relevant governmental authorities
on the contractual arrangements in PRC and allow those issuers with contractual arrangements
who are in compliance with relevant requirements to file its overseas offering and listing with
the CSRC. The Overseas Listing Trial Measures have also imposed additional reporting
obligations on listed companies upon the occurrence of certain circumstances, including but
not limited to change of controlling interest and delisting. See “Regulatory Overview —
Regulation of Overseas Listing and M&A.” The Overseas Listing Trial Measures have been
recently promulgated and may continue to evolve. We cannot assure you that we could
complete such filing with the CSRC in a timely manner or at all. We cannot assure you that
any new rules or regulations promulgated in the future will not impose additional requirements
on us. If it is determined in the future that approval from or filing with the CSRC or other

regulatory authorities or other procedures are required, we may fail to obtain such approval,
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perform such filing procedures or meet such other requirements in a timely manner or at all.
Any failure may restrict our ability to complete this [REDACTED] or any future issuance of
securities overseas, which could materially and adversely affect our business operations and
financial results.

PRC regulatory authorities have also promulgated laws and regulations relating to
cybersecurity review of Chinese companies listing overseas. According to the Revised
Cybersecurity Review Measures, any network platform operator possessing over one million
users’ individual information must apply for cybersecurity review before listing abroad, and
the Draft Cyber Data Security Regulations, also set forth different scenarios where data
processors are required to apply for cybersecurity review, including, among others, overseas
listing while processing over one million users’ personal information, Hong Kong listing that
affects or may affect national security, and other data processing activities that affect or may
affect national security. See “— Risks Related to Our Business and Industry — Our business
is subject to complex and evolving domestic and international laws and regulations regarding
privacy and data protection, which are subject to change and interpretation in accordance with
the then-effective applicable laws. Complying with these laws and regulations increases our
cost of operations and may require changes to our data and other business practices. Failure to
comply with these laws and regulations could result in claims, regulatory investigations,
litigation or penalties, or otherwise negatively affect our business.” We may be required to
apply for cybersecurity review in accordance with the Revised Cybersecurity Review Measures
or the Draft Cyber Data Security Regulations, if adopted, before conducting offerings and
listings, as applicable. Failure to comply with these laws and regulations may subject us or our
subsidiaries to penalties including fines, suspension of business and revocation of required
licenses. These new and evolving regulatory requirements could significantly increase our
regulatory compliance costs, and it is uncertain whether we can, or how long it will take us to,
obtain the relevant approval or complete the relevant filings for any offshore offerings, which
would limit or hinder our ability and the ability of our subsidiaries to offer or continue to offer
securities to investors. Any uncertainties or negative publicity regarding such approval and
filings could materially and adversely affect our business, prospects, reputation, and the
[REDACTED] of our Shares.

In addition, on February 24, 2023, the CSRC and other PRC governmental authorities
jointly issued the revised Provisions on Strengthening Confidentiality and Archives
Administration of Overseas Securities Offering and Listing by Domestic Companies ( B~
TSR 358 T A SE 5T MR AT a8 R R L AR B DR R S8 B AR RIE ) ) (the “Revised
Confidentiality Provisions”), which took effect on March 31, 2023. According to the Revised
Confidentiality Provisions, Chinese companies that directly or indirectly conduct overseas
offerings and listings, shall strictly abide by the laws and regulations on confidentiality when
providing or publicly disclosing, either directly or through their overseas listed entities,
materials to securities service providers. In the event that such materials contain state secrets
or working secrets of government agencies, companies shall first obtain approval from and file
with relevant authorities. See “Regulatory Overview — Regulation of Overseas Listing and
M&A.”
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Claims or regulatory actions under competition laws against us may result in our being
subject to fines, constraints on our business and damage to our reputation.

In recent years, the PRC government has stepped up enforcement against concentration
of undertakings, cartel activities, monopoly agreements, unfair pricing, abusive behaviors by
companies with market dominance and other anti-competitive activities. In December 2020, the
PRC central government announced that strengthening anti-monopoly measures and preventing
the disorderly expansion of capital has become one of its focuses in 2021, and the government
targets to improve digital regulations and legal standards for the identification of platform
enterprise monopolies, for the gathering, usage and management of data, and for the protection
of consumer rights.

The PRC government is enhancing its anti-monopoly and anti-unfair competition laws
and regulations and guidance. The Measures for the Supervision and Administration of Online
Trading (the “Online Trading Measures”), which took effect on May 1, 2021, the amended
Anti-monopoly Law which came into effect on August 1, 2022, as well as the Provisions on the
Prohibition of Monopoly Agreements, the Provisions on the Prohibitions of Acts of Abuse of
Dominant Market Positions and the Provisions on the Review of Concentration of
Undertakings, all of which came into effect on April 15, 2023, among others, impose liabilities
on cartel facilitators who aid others in the summation of anti-competitive agreements, clarify
that data, algorithms, technologies, platform rules and other measures may not be used for
consummation of monopoly agreements, and prohibit platform operators from abuse of
dominant market positions. On November 22, 2022, the SAMR published the Draft
Amendment to the PRC Anti-unfair Competition Law for public comments, which introduced
prohibition against the misuse of a relatively dominant market position and set significant
administrative penalties specifically for unfair competitive practices in digital economy. Such
laws and regulations:

. provide guidelines for the implementation of anti-monopoly and anti-unfair
competition laws and regulations, including prohibition against the abuse of
dominant market positions, especially in terms of unreasonable restrictions on
transactions, price manipulation, interference with merchants’ independent business
operations, false or misleading marketing and the use of technical means to disrupt
the normal operations of network products or services legally provided by other

business operators and details of the review of concentration of undertakings;

. strengthen enforcement of anti-monopoly and anti-unfair competition laws and
regulations, including the regulation of monopolistic behaviors and monopoly
agreements and price-related violations as well as assistance in the consummation of
monopoly agreements, such as below-cost pricing, price discrimination,
manipulation of market prices, fraudulent pricing, entering into monopoly
agreements and abuse of dominant market positions through data, algorithms,
technology or platform rules, as well as supervision of concentration of
undertakings; and
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. increase legal liabilities, including greater penalties and criminal liabilities, for

violations of anti-monopoly and anti-unfair competition laws and regulations.

The SAMR, together with certain other PRC governmental authorities have been active
in their oversight and the establishment of long-term mechanisms for fair market competition
in the sharing consumption industry. While we have conducted self-inspections and undergone
self-rectifications, we may still make further changes to our business practices, which may
increase our compliance costs and adversely affect our business performance.

To comply with existing laws and regulations and new laws and regulations that may be
enacted in the future, as well as administrative guidance and requirements by regulators from
time to time, we may need to devote significant resources and efforts, including changing our
business and pricing practices, restructuring our businesses and adjusting our investment
activities, which may materially and adversely affect our business, growth prospects,
reputation and the [REDACTED] of our Shares. We may also be subject to regulatory
investigations, fines and other penalties, which could materially and adversely affect our
business and reputation. The consequences of violating anti-monopoly and anti-unfair
competition laws and regulations could be significant, including, for example, fines of up to
50% of revenue, suspension of business and revocation of business licenses. Due to the
expansive scope of business activities the anti-monopoly and anti-unfair competition laws and
regulations target to regulate, many of our businesses and practices, including our business
models, pricing practices, promotional activities and cooperation with business partners, may
be subject to regulatory scrutiny and significant penalties. Certain long-standing practices,
such as upstream and downstream investments and mergers as well as horizontal investments
and mergers, our cross-platform user ID system, data and algorithm applications, our traffic
allocation approach and the manners in which we offer payment, logistics and other services
to consumers may be subject to challenges by regulators, consumers, merchants and other
parties. See also “— Regulations regarding acquisitions impose significant regulatory approval
and review requirements, which could make it more difficult for us to pursue growth through
acquisitions and subject us to fines or other administrative penalties.”

The PRC Anti-monopoly Law and Anti-unfair Competition Law also provide a private
right of action for competitors, business partners or customers to bring anti-monopoly and
anti-unfair competition claims against companies. In recent years, an increased number of
companies have been exercising their right to seek relief under the PRC Anti-monopoly Law,
Anti-unfair Competition Law and related judicial interpretations. Some of these companies,
including our competitors, business partners and customers, have resorted to and may continue
making public allegations or launching media campaigns against us, submitting complaints to
regulators or initiating private litigation that targets our and our business partners’ prior and
current business practices. See “Our Business — Legal Proceedings and Compliance.” There
may be other similar litigation in the future, and we may face increased challenges in defending
ourselves in existing and future lawsuits brought against us pursuant to the PRC Anti-
monopoly Law. If we fail to successfully defend ourselves against these claims, we may be
required to pay damages, which may be significant and could materially and adversely affect
our business operations, financial results and reputation.
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Allegations, claims, investigations, regulatory interviews, unannounced inspections, or
other actions or proceedings under the anti-monopoly and anti-unfair competition laws and
regulations, regardless of their merits, have caused, and may continue to cause, us to be subject
to regulatory actions, such as profit disgorgement and heavy fines, significant amounts of
damage payments or settlements, and constraints on our investments and acquisitions. We may
be required to make further changes to some of our business practices and divest certain
businesses, which could decrease the popularity of our businesses, products and services and
cause our revenue and net income to decrease materially. Any of the above circumstances could
materially and adversely affect our business, operations, reputation, brand, the [REDACTED]
of our Shares.

PRC regulations relating to investments in offshore companies by PRC residents may subject
our PRC-resident beneficial owners or our PRC subsidiaries to liability or penalties, limit
our ability to inject capital into our PRC subsidiaries or limit our PRC subsidiaries’ ability
to increase their registered capital or distribute profits.

SAFE promulgated the SAFE Circular 37 on July 4, 2014, which replaced the former
circular commonly known as “SAFE Circular 75” promulgated by SAFE on October 21, 2005.
SAFE Circular 37 and its implementing rules require PRC residents to register with banks
designated by local branches of SAFE in connection with their direct establishment or indirect
control of an offshore entity, for the purpose of overseas investment and financing, with the
PRC residents’ legally owned assets or equity interests in domestic enterprises or offshore
assets or interests, referred to in SAFE Circular 37 as a “special purpose vehicle.” See
“Regulatory Overview — Regulation of Foreign Exchange and Dividend Distribution —
Foreign Exchange Registration of Overseas Investment by PRC Residents.”

We have filed the above-mentioned foreign exchange registration on behalf of certain
employee shareholders who we know are PRC residents pursuant to SAFE Circular 37.
However, we may not be aware of the identities of all of our beneficial owners who are PRC
residents. We do not have control over our beneficial owners, and there can be no assurance
that all of our PRC-resident beneficial owners have complied with or will comply with SAFE
Circular 37 and subsequent implementation rules. Some of our beneficial owners who hold our
shares may have not duly filed and completed foreign exchange registration pursuant to SAFE
Circular 37. The failure of our beneficial owners who are or were PRC residents to register or
amend their SAFE registrations in a timely manner pursuant to SAFE Circular 37 and
subsequent implementation rules, or the failure of future beneficial owners of our Company
who are PRC residents to comply with the registration procedures set forth in SAFE Circular
37 and subsequent implementation rules, may subject the beneficial owners or our PRC
subsidiaries to fines and legal sanctions.
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Furthermore, since those SAFE regulations, and any future regulation concerning
offshore or cross-border transactions, will be subject to further interpretation, amendment and
implementation by the relevant PRC government authorities, we cannot predict how these
regulations will affect our business operations or future strategy. Failure to register or comply
with relevant requirements may also limit our ability to contribute additional capital to our
PRC subsidiaries and limit our PRC subsidiaries’ ability to distribute dividends to our
Company. These risks may have a material adverse effect on our business, financial condition
and results of operations.

Any failure to comply with PRC regulations regarding our employee equity incentive plans
may subject the PRC participants in the plans, us or our overseas and PRC subsidiaries to
legal or administrative sanctions.

Pursuant to SAFE Circular 37, PRC residents who participate in share incentive plans in
overseas non-publicly-listed companies may, prior to the exercise of an option, submit
applications to SAFE or its local branches for the foreign exchange registration with respect
to offshore special purpose companies. After the [REDACTED], our directors, executive
officers and other employees who are PRC citizens or who are non-PRC citizens residing in the
PRC for a continuous period of not less than one year, subject to limited exceptions, and whom
we have granted RSUs, options or restricted shares, may follow the Notice on Issues
Concerning the Foreign Exchange Administration for Domestic Individuals Participating in
Stock Incentive Plan of Overseas Publicly Listed Company ( B4 25 B i 55 A 8 A
S HLE A b w BRSO 8 0 e AT B R A) ), issued by SAFE in February
2012, to apply for the foreign exchange registration. According to those regulations,
employees, directors and other management members participating in any stock incentive plan
of an overseas publicly listed company who are PRC citizens or who are non-PRC citizens
residing in China for a continuous period of not less than one year, subject to limited
exceptions, are required to register with SAFE through a domestic qualified agent, which may
be a PRC subsidiary of the overseas listed company, and complete certain other procedures.
Failure to complete the SAFE registrations may subject them to fines and legal sanctions and
may also limit their ability to make payment under the relevant equity incentive plans or
receive dividends or sales proceeds related thereto in foreign currencies, or our ability to
contribute additional capital into our domestic subsidiaries in China and limit our domestic
subsidiaries’ ability to distribute dividends to us. We also face regulatory requirements under
PRC law that could restrict our ability to adopt additional equity incentive plans for our
directors and employees.

In addition, the State Taxation Administration has issued circulars concerning employee
RSUs, share options or restricted shares. Under these circulars, employees working in the PRC
whose RSUs or restricted shares vest, or who exercise share options, will be subject to PRC
individual income tax. The PRC subsidiaries of an overseas listed company have obligations
to file documents related to employee RSUs, share options or restricted shares with relevant tax
authorities and to withhold individual income taxes of those employees related to their RSUs,
share options or restricted shares. Although we currently withhold income tax from our PRC
employees in connection with the vesting of their RSUs and restricted shares and their exercise
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of options, if the employees fail to pay, or the PRC subsidiaries fail to withhold, their income
taxes according to relevant laws, rules and regulations, the PRC subsidiaries may face
sanctions imposed by the tax authorities.

We rely to a significant extent on dividends, loans and other distributions on equity paid by
our principal operating subsidiaries in China.

We are a holding company and rely to a significant extent on dividends, loans and other
distributions on equity paid by our principal operating subsidiaries for our offshore cash and
financing requirements, including the funds necessary to pay dividends and other cash
distributions to our shareholders, fund inter-company loans, service any debt we may incur
outside of China and pay our expenses. If our principal operating subsidiaries incur additional
debt, the instruments governing the debt may restrict their ability to pay dividends or make
other distributions or remittances, including loans, to us. Furthermore, the laws, rules and
regulations applicable to our PRC subsidiaries and certain other subsidiaries permit payments
of dividends only out of their retained earnings, if any, determined in accordance with
applicable accounting standards and regulations.

Under PRC laws, rules and regulations, each of our subsidiaries incorporated in China is
required to set aside a portion of its net income each year to fund certain statutory reserves.
These reserves, together with the registered equity, are not distributable as cash dividends. As
a result of these laws, rules and regulations, our subsidiaries incorporated in China are
restricted in their ability to transfer a portion of their respective net assets to their shareholders
as dividends. In addition, registered share capital and capital reserve accounts are also
restricted from withdrawal in the PRC, up to the amount of net assets held in each operating
subsidiary. As of June 30, 2023, our statutory reserve amounted to RMB858 million.

We may be treated as a resident enterprise for PRC tax purposes under the PRC EIT Law,
and we may therefore be subject to PRC income tax on our global income.

Under the PRC Enterprise Income Tax Law ( (H#e AN RILFNEMZETERIEL) ), as
amended (the “EIT Law”), enterprises established under the laws of jurisdictions outside of
China with “de facto management bodies” located in China may be considered as PRC tax
resident enterprises for tax purposes and may be subject to the PRC enterprise income tax at
the rate of 25% on their global income. The State Taxation Administration issued Circular 82
on April 22, 2009, which was further amended on December 29, 2017. Circular 82 specifies
certain criteria for determining whether the “de facto management body” of a Chinese-
controlled, offshore-incorporated enterprise is located in China. See “Regulatory Overview —
Regulations of Taxation — The PRC Enterprise Income Tax.” Although Circular 82 applies
only to offshore enterprises controlled by PRC enterprises, and does not apply to offshore
enterprises controlled by foreign enterprises or individuals, the determining criteria set forth in
Circular 82 may reflect the PRC tax authorities’ general position on how the “de facto
management body” test should be applied in determining the tax resident status of offshore
enterprises, regardless of whether they are controlled by PRC enterprises. If we were to be
considered a PRC resident enterprise, we would be subject to PRC enterprise income tax at the
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rate of 25% on our global income. In this case, our profitability and cash flow may be
materially reduced as a result of our global income being taxed under the EIT Law. We believe
that none of our entities outside of China is a PRC resident enterprise for PRC tax purposes.
However, determination of the tax resident status of an enterprise, and the interpretation of the
term “de facto management body” are subject to the PRC tax authorities.

Dividends payable to foreign investors and gains on the sale of our Shares by our foreign
investors may become subject to PRC taxation.

Under the EIT Law and its implementation regulations, a 10% PRC withholding tax is
applicable to dividends payable by a resident enterprise to investors that are non-resident
enterprises, which do not have an establishment or place of business in the PRC or which have
an establishment or place of business but the dividends are not effectively connected with the
establishment or place of business, to the extent these dividends are derived from sources
within the PRC, subject to any reduction set forth in applicable tax treaties. Similarly, any gain
realized on the transfer of shares of a PRC resident enterprise by these investors is also subject
to PRC tax at a current rate of 10%, subject to any exemption set forth in relevant tax treaties.
If we are deemed a PRC resident enterprise, dividends paid on our ordinary shares, and any
gain realized by the non-resident enterprise investors from the transfer of our ordinary shares,
may be treated as income derived from sources within the PRC and as a result be subject to
PRC taxation. See “Regulatory Overview — Regulations of Taxation — The PRC Enterprise
Income Tax.” Furthermore, if we are deemed a PRC resident enterprise, dividends payable to
individual investors who are non-PRC residents and any gain realized on the transfer of our
ordinary shares by these investors may be subject to PRC tax at a current rate of 20%, subject
to any reduction or exemption set forth in applicable tax treaties. It is unclear if we or any of
our subsidiaries established outside of China are considered a PRC resident enterprise, whether
holders of our ordinary shares would be able to claim the benefit of income tax treaties or
agreements entered into between China and other countries or areas and claim foreign tax
credit if applicable. If dividends payable to our non-PRC investors, or gains from the transfer
of our ordinary shares by these investors are subject to PRC tax, the value of your
[REDACTED] in our ordinary shares may decline significantly.

Discontinuation of preferential tax treatments we currently enjoy or other unfavorable
changes in tax law could result in additional compliance obligations and costs.

Chinese companies operating in the high-technology industry that meet relevant
requirements may qualify for preferential tax treatment for high and new technology
enterprises. For a qualified high and new technology enterprise, the applicable enterprise
income tax rate is 15%. The high and new technology enterprise qualification is re-assessed by
the relevant authorities every three years.

Some of our China operating entities enjoy the preferential tax treatment for high and new
technology enterprises. There is no guarantee that these entities will be able to renew or
maintain the above-mentioned qualifications when such qualifications expire or be able to meet

new requirements under continuously evolving rules concerning preferential tax treatments,
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and if any of our China operating entities fails to do so, it will not be able to continue to enjoy
the preferential tax treatments. The discontinuation of preferential tax treatment we enjoy
could materially and adversely affect our results of operations. See “Financial Information —
Taxation — PRC Corporate Income Tax.”

We and our Shareholders may be adversely affected by tax adjustments with respect to
indirect transfers of equity interests in PRC resident enterprises or other assets attributed to
a PRC establishment of a non-PRC company.

On February 3, 2015, the STA issued Bulletin 7, which has been further amended by
Bulletin 37 issued by the STA on October 17, 2017 and amended on June 15, 2018. Pursuant
to these bulletins, an “indirect transfer” of assets, including equity interests in a PRC resident
enterprise, by non-PRC resident enterprises may be re-characterized and treated as a direct
transfer of PRC taxable assets, if the arrangement does not have a reasonable commercial
purpose and was established for the purpose of avoiding payment of PRC enterprise income
tax. As a result, gains derived from this indirect transfer may be subject to PRC enterprise
income tax. See also “Regulatory Overview — Regulations of Taxation — The PRC Enterprise
Income Tax.”

Bulletin 7 may be determined by the tax authorities to be applicable to some of our
offshore restructuring transactions or sale of the shares of our offshore subsidiaries or
investments where PRC taxable assets are involved. The transferors and transferees may be
subject to the tax filing and the transferees may be subject to withholding or tax payment
obligation, while our PRC subsidiaries may be requested to assist in the filing. Furthermore,
we, our non-resident enterprises and PRC subsidiaries may be required to spend valuable
resources to comply with Bulletin 7 or to establish that we and our non-resident enterprises
should not be taxed under Bulletin 7, for our previous and future restructuring or disposal of
shares of our offshore subsidiaries, which may have a material adverse effect on our financial
condition and results of operations.

The PRC tax authorities have discretion under Bulletin 7 to make adjustments to the
taxable capital gains based on the difference between the fair value of the taxable assets
transferred and the cost of investment. If the PRC tax authorities make adjustments to the
taxable income of the transactions under Bulletin 7, our income tax costs associated with
potential acquisitions or disposals will increase, which may have an adverse effect on our
financial condition and results of operations.

- 109 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

RISK FACTORS

Failure to make adequate contributions to various employee benefit plans on employees’
salaries as required by PRC regulations may subject us to penalties.

PRC laws and regulations require us to pay several statutory social welfare benefits for
our employees, including pension insurance, unemployment insurance, medical insurance,
work-related injury insurance, maternity insurance and housing provident fund. The amounts
of our contributions for our employees under such benefit plans are calculated based on certain
percentage of salaries, including bonuses and allowances, up to a maximum amount specified
by the local government from time to time at locations where we operate. During the Track
Record Period, we had not made full contributions to the social insurance plan and housing
provident fund based on the actual salary level of some of our employees as prescribed by
relevant laws and regulations. As of the Latest Practicable Date, we have taken rectification
measures and will make full contributions to such funds for these employees going forward. As
of the Latest Practicable Date, there was no outstanding notice from such authorities that
requires us to make payments or imposes upon us administrative penalties for insufficient
contributions. As advised by our PRC Legal Adviser, the likelihood that we are subject to
centralized collection of historical arrears and any material penalties due to our failure to
provide full social insurance and housing provident funds contributions for our employees is
remote, and such non-compliance will not have a material adverse effect on our financial
condition or results of operations as a whole.

Regulations on currency exchange or outbound capital flows may limit our ability to utilize
our PRC revenue effectively.

A substantial portion of our revenue is denominated in Renminbi. The Renminbi is
currently convertible under the “current account,” which includes dividends, trade and
service-related foreign exchange transactions, but requires approval from or registration with
appropriate governmental authorities or designated banks under the “capital account,” which
includes foreign direct investment and loans, including loans we may secure from our onshore
subsidiaries or VIE. Currently, our PRC subsidiaries, that are foreign invested enterprises, may
purchase foreign currency for settlement of “current account transactions,” including payment
of dividends to us, without the approval of SAFE by complying with certain procedural
requirements. However, it is possible that the relevant PRC governmental authorities may limit
or restrict our ability to purchase foreign currencies in the future for current account
transactions if we fail to meet any procedural requirements. Foreign exchange transactions
under the capital account remain subject to limitations and require approvals from, or
registration with, the SAFE and other relevant PRC governmental authorities.

Since a substantial portion of our PRC revenue is denominated in Renminbi, any existing
and future regulatory requirements on currency exchange or outbound capital flows may limit
our ability to utilize revenue generated in Renminbi to fund our business activities outside of
the PRC, make investments, service any debt we may incur outside of China or pay dividends

in foreign currencies to our shareholders, including holders of our Shares.
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It may be difficult to effect service of process upon us or our Directors or officers, or to
enforce foreign judgements in the jurisdictions where we operate and where our assets are
located.

Most of our assets are situated in Chinese Mainland and most of our Directors and officers
named in this document reside in Chinese Mainland. As a result, it may be difficult to effect
service of process outside Chinese Mainland upon most of our Directors and officers, including
with respect to matters arising under applicable securities laws. Chinese Mainland does not
have treaties providing for the reciprocal recognition and enforcement of judgment of courts
with the United States, the United Kingdom and many other countries and regions.
Consequently, it may be difficult for you to enforce against us or our Directors or officers in
Chinese Mainland any judgments obtained from courts outside of Chinese Mainland.

On July 14, 2006, Hong Kong and Chinese Mainland entered into the Arrangement on
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters by the
Courts of the Mainland and of the Hong Kong Special Administrative Region Pursuant to
Choice of Court Agreements Between Parties Concerned (B A1 i B 5 450 131l 4 7 B 125 B
AHEFR T RIS TR S T sl i 0 R P 35 A I % HE) ) (the “2006 Arrangement”), and
promulgated on July 3, 2008, pursuant to which a party with a final court judgment rendered
by a Hong Kong court requiring payment of money in a civil and commercial case pursuant to
a choice of court agreement in writing may apply for recognition and enforcement of the
judgment in Chinese Mainland. Similarly, a party with a final judgment rendered by a PRC
court requiring payment of money in a civil and commercial case pursuant to a choice of court
agreement in writing may apply for recognition and enforcement of the judgment in Hong
Kong. A choice of court agreement in writing is defined as any agreement in writing entered
into between parties after the effective date of the 2006 Arrangement in which a Hong Kong
court or a PRC court is expressly designated as the court having sole jurisdiction for the
dispute. Therefore, it is not possible to enforce a judgment rendered by a Hong Kong court in
Chinese Mainland if the parties in dispute have not agreed to enter into a choice of court
agreement in writing. Although the 2006 Arrangement became effective on August 1, 2008, the
outcome and effectiveness of any action brought under the 2006 Arrangement may still be
uncertain.

On January 18, 2019, the Supreme People’s Court of the PRC and the government of the
Hong Kong Special Administrative Region entered into the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region ( < Bi A HBL A5 4 Il 1 7
T [ 125 e AF B R8T FA T IO S R I P 9% HE) ) (the “2019 Arrangement”), which seeks
to establish a bilateral legal mechanism that provides clarity and certainty for the recognition
and enforcement of judgments in a wider range of civil and commercial matters between Hong
Kong and Chinese Mainland, based on criteria other than a written choice of court agreement.
The 2006 Arrangement will be superseded upon the effectiveness of the 2019 Arrangement.
Although the 2019 Arrangement has been signed, it remains unclear as to its effective date and
uncertain as to the outcome and effectiveness of any action brought under the 2019
Arrangement.
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RISKS RELATED TO THE [REDACTED]

There has been no [REDACTED)] for our Shares prior to the [REDACTED], and you may
not be able to resell our Shares at or above the price you pay, or at all.

Prior to the completion of the [REDACTED], there has been no public market for our
Shares. There can be no guarantee that an active trading market for our Shares will develop or
be sustained after completion of the [REDACTED]. The [REDACTED] is the result of
negotiations between our Company and the [REDACTED] (for themselves and on behalf of
the [REDACTED]), which may not be indicative of the price at which our Shares will be
[REDACTED] following completion of the [REDACTED]. The [REDACTED] of our Shares
may drop below the [REDACTED] at any time after completion of the [REDACTED].

The [REDACTEDY] of the Shares may be volatile which could result in substantial losses to
you.

The [REDACTED] of our Shares may be volatile and could fluctuate widely in response
to factors beyond our control, including general market conditions of the securities markets in
Hong Kong, Chinese Mainland, the United States and elsewhere in the world. In particular, the
performance and fluctuation of the [REDACTED] of other companies with business
operations located mainly in Chinese Mainland that have listed their securities in Hong Kong
may affect the volatility in the price of and trading volume for our Shares. A number of
China-based companies have listed their securities, and some are in the process of preparing
for listing their securities, in Hong Kong. Some of these companies have experienced
significant volatility, including significant price declines after their [REDACTED]. The
trading performances of the securities of these companies at the time of or after their
[REDACTED] may affect the overall investor sentiment towards China-based companies
listed in Hong Kong and consequently may impact the [REDACTED] of our Shares. These
broad market and industry factors may significantly affect the [REDACTED] and volatility of
our Shares, regardless of our actual operating performance, and may result in losses on your
[REDACTED] in our Shares.

In addition to market and industry factors, the prices and trading volume for our Shares
may be highly volatile for specific reasons, including:

. variations in our results of operations or earnings that are not in line with market or
securities research analyst expectations or changes in financial estimates by
securities research analysts;

. regulatory developments, including new laws and regulations issued and the overall
trend of government enforcement actions;

. publication of operating or industry metrics by third parties, including government
statistical agencies, that differ from expectations of industry or securities research

analysts;
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. announcements made by us or our competitors of new product and service offerings,

acquisitions, strategic relationships, joint ventures or capital commitments;

o media and other reports, whether or not comprehensive or true, about our business,
our Directors and management, or our customers and logistics partners, including
negative reports published by short sellers, regardless of their veracity or materiality

to us;

. litigation and regulatory allegations or proceedings that involve us or our customers

or logistics partners;

. changes in pricing we or our competitors adopt;

. additions to or departures of our management or other key personnel;

. actual or perceived general industry, regulatory, economic and business conditions
and trends in China and globally, due to various reasons, including changes in
geopolitical landscape;

. some investors or analysts may invest in or value our Shares based on the economic
performance of the Chinese economy, which may not be correlated to our financial
performance;

. the inclusion, exclusion, or removal of our Shares from market indices;

. market or social instability or disruptions, pandemics or epidemics and other
disruptions to China’s economy or the global economy, and actual or perceived
social unrest;

. fluctuations of exchange rates among the Renminbi, the Hong Kong dollar and the
U.S. dollar; and

. sales or perceived potential sales or other dispositions of existing or additional
Shares.

Any of these factors may result in large and sudden changes in the volume and
[REDACTED] of our Shares. In addition, the stock market has from time to time experienced
significant price and volume fluctuations that are unrelated to the operating performance of
particular companies and industries. These fluctuations may include a so-called “bubble
market” in which investors temporarily raise the price of the stocks of companies in certain
industries, such as the technology industry, to unsustainable levels. These market fluctuations
may significantly affect the [REDACTED] of our Shares.
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The actual or perceived sale or availability for sale of substantial amounts of our Shares,
especially by our Directors, executive officers and substantial Shareholders, could adversely
affect the [IREDACTED] of our Shares.

Future sales of a substantial number of our Shares, especially by our Directors, executive
officers and substantial Shareholders, or the perception or anticipation of such sales, could
negatively impact the [REDACTED] of our Shares and our ability to raise equity capital in the
future at a time and price that we deem appropriate.

The Shares held by our substantial Shareholders are subject to certain lock-up periods
beginning on the date on which [REDACTED] in our Shares commences on the Stock
Exchange. While we currently are not aware of any intention of such persons to dispose of
significant amounts of their Shares after the expiry of the lock-up periods, we cannot assure
you that they will not dispose of any Shares they may own now or in the future. In addition,
certain existing Shareholders are not subject to lock-up agreements. Market sale of Shares by
such Shareholders and the availability of these Shares for future sale may have a negative
impact on the [REDACTED] of our Shares. See “History and Corporate Structure —
Pre-[REDACTED] Investments” for more details of the existing shareholders not subject to
lock-up agreements.

Purchasers of our Shares in the [REDACTED] will experience immediate dilution and may
experience further dilution if we issue additional Shares in the future.

The initial [REDACTED] of our Shares is higher than the net tangible assets per Share
of the outstanding Shares issued to our existing shareholders immediately prior to the
[REDACTED]. Therefore, purchasers of our Shares in the [REDACTED] will experience an
immediate dilution in terms of the pro forma net tangible asset value. In addition, we may
consider [REDACTED] and issuing additional Shares or equity-related securities in the future
to raise additional funds, finance acquisitions or for other purposes. Purchasers of our Shares
may experience further dilution in terms of the net tangible asset value per Share if we issue
additional Shares in the future at a price that is lower than the net tangible asset value per
Share. Furthermore, we may issue Shares pursuant to any existing or future share option
incentive scheme, which would further dilute our Shareholders’ interests in our Company.

We cannot assure you that we will declare and distribute any amount of dividends in the
future and you may have to rely on price appreciation of our Shares for return on your
[REDACTED].

We currently intend to retain most, if not all, of our available funds and any future
earnings to fund the development and growth of our business. As a result, we have not yet
adopted a dividend policy with respect to future dividends. Therefore, you should not rely on
an [REDACTED] in our Shares as a source for any future dividend income.
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Our Board has discretion as to whether to distribute dividends, subject to certain
restrictions under Cayman Islands law, namely that our Company may only pay dividends out
of either profits or share premium account, and provided always that in no circumstances may
a dividend be paid if this would result in our Company being unable to pay its debts as they
fall due in the ordinary course of business. In addition, our Shareholders may by ordinary
resolution declare a dividend, but no dividend may exceed the amount recommended by our
Board and no dividend shall be paid except out of the realized or unrealized profits of our
Company, out of the share premium account or as otherwise permitted by law. Even if our
Board decides to declare and pay dividends, the timing, amount and form of future dividends,
if any, will depend on, among other things, our future results of operations and cash flow, our
capital requirements and surplus, the amount of distributions, if any, received by us from our
subsidiaries, our financial condition, contractual restrictions and other factors deemed relevant
by our Board. Accordingly, the return on your [REDACTED] in our Shares will likely depend
entirely upon any future price appreciation of our Shares. There is no guarantee that our Shares
will appreciate in value or even maintain the price at which you purchased the Shares. You may
not realize a return on your [REDACTED] in our Shares and you may even lose your entire
[REDACTED] in our Shares.

Our Controlling Shareholders have significant influence over our Company and their
interests may not be aligned with the interests of our other Shareholders.

Our Controlling Shareholders have substantial influence over our business and
operations, including matters relating to management and policies, decisions in relation to
acquisitions, expansion plans, business consolidation, the sale of all or substantially all of our
assets, nomination of directors, dividends or other distributions, as well as other significant
corporate actions. Immediately following the completion of the [REDACTED], our
Controlling Shareholders will collectively beneficially own approximately [REDACTED]% of
the voting power of our outstanding share capital, assuming that the [REDACTED] is not
exercised and excluding Shares to be issued under the Pre-[REDACTED] Equity Incentive
Plans and the Post-[REDACTED] Equity Incentive Plan. The concentration of voting power
and the substantial influence of our Controlling Shareholders over our Company may
discourage, delay or prevent a change in control of our Company, which could deprive other
Shareholders of an opportunity to receive a premium for their Shares as part of a sale of our
Company and reduce the price of our Shares. In addition, the interests of our Controlling
Shareholders may differ from the interests of our other Shareholders. Subject to the Listing
Rules, our Articles of Association and other applicable laws and regulations, our Controlling
Shareholders will continue to have the ability to exercise their substantial influence over us and
to cause us to enter into transactions or take, or fail to take, actions or make decisions which
conflict with the best interests of our other Shareholders.
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There will be a time gap of several business days between [REDACTED] and [REDACTED]
of our Shares [REDACTED] in the [REDACTED]. Holders of our Shares are subject to the
risk that [REDACTED] of our Shares could fall during the period before [ REDACTED] of
our Shares begins.

The [REDACTED] of our Shares is expected to be determined on the [REDACTED].
However, our Shares will not commence [REDACTED] on the Stock Exchange until they are
delivered, which is expected to be several Hong Kong business days after the [REDACTED].
As a result, [REDACTED] may not be able to sell or deal in our Shares during that period.
Accordingly, holders of our Shares are subject to the risk that the price of our Shares could fall
before [REDACTED] begins as a result of unfavorable market conditions, or other adverse
developments, that could occur between the time of sale and the time [REDACTED] begins.

There can be no assurance of the accuracy or completeness of certain facts, forecasts and
other statistics obtained from various government publications, market data providers and
other independent third-party sources, including the industry expert reports, contained in
this document.

This document, particularly the section headed “Industry Overview,” contains
information and statistics relating to the logistics market. Such information and statistics have
been derived from third-party reports, either commissioned by us or publicly accessible and
other publicly available sources. We believe that the sources of the information are appropriate
sources for such information, and we have taken reasonable care in extracting and reproducing
such information. However, we cannot guarantee the quality or reliability of such source
materials. The information has not been independently verified by us, the [REDACTED], the
[REDACTED], the Joint Sponsors, the [REDACTED], the [REDACTED], the
[REDACTED] or any other party involved in the [REDACTED], and no representation is
given as to its accuracy. Collection methods of such information may be flawed or ineffective,
or there may be discrepancies between published information and market practice, which may
result in the statistics being inaccurate or not comparable to statistics produced for other
economies. You should therefore not place undue reliance on such information. In addition, we
cannot assure you that such information is stated or compiled on the same basis or with the
same degree of accuracy as similar statistics presented elsewhere. In any event, you should
consider carefully the importance placed on such information or statistics.

We strongly caution you not to place any reliance on any information contained in press
articles or other media regarding us, the [REDACTED] or our [REDACTED].

We strongly caution you not to rely on any information contained in press articles or other
media regarding us, the [REDACTED] or the [REDACTED]. Prior to the publication of this
document, there has been press and media coverage regarding us, the [REDACTED] and the
[REDACTED]. Such press and media coverage may include references to certain information
that does not appear in this document, including certain operating and financial information
and projections, valuations and other information. We have not authorized the disclosure of any
such information in the press or media and do not accept any responsibility for any such press
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or media coverage or the accuracy or completeness of any such information or publication. We
make no representation as to the appropriateness, accuracy, completeness or reliability of any
such information or publication. To the extent that any such information is inconsistent or
conflicts with the information contained in this document, we disclaim responsibility for it and
you should not rely on such information.
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In preparation for the [REDACTED], our Company has sought the following waivers
from strict compliance with the relevant provisions of the Listing Rules and exemptions from
the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, we must have sufficient management presence
in Hong Kong. This normally means that at least two of the executive Directors must be
ordinarily resident in Hong Kong. We do not, and will not, in the foreseeable future, have
sufficient management presence in Hong Kong for the purposes of Rule 8.12 of the Listing
Rules.

Our Group’s management headquarters, senior management, business operations and
assets are primarily based outside Hong Kong. Our Company considers that the appointment
of executive Directors who will be ordinarily resident in Hong Kong or the relocation of our
existing Directors to Hong Kong would not be beneficial to, or appropriate for, our Group and
therefore would not be in the best interests of our Company or the Shareholders as a whole.

Accordingly, we have applied to the Stock Exchange for[, and the Stock Exchange has
granted,] a waiver from strict compliance with the requirements under Rule 8.12 of the Listing
Rules. We will ensure that there is an effective channel of communication between us and the
Stock Exchange by way of the following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to
maintain two authorized representatives who shall act at all times as the principal
channel of communication with the Stock Exchange. Each of our authorized
representatives will be readily contactable by the Stock Exchange by telephone
and/or e-mail to deal promptly with enquiries from the Stock Exchange. Both of our
authorized representatives are authorized to communicate on our behalf with the
Stock Exchange. At present, our two authorized representatives are Mr. Zheng LIU
(BB and Ms. Lan YAO (BkF):

(b) we will implement a policy to provide the contact details of each Director to the
Stock Exchange, their alternate representative and to the authorized representatives.
This will ensure that the Stock Exchange, their alternate representative and the
authorized representatives should have means for contacting all Directors promptly
at all times as and when required, including means to communicate with our
Directors when they are traveling;
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(c)

(d)

(e)

¢9)

(2)

in compliance with Rule 3A.19 of the Listing Rules, we have appointed CITIC
Securities (Hong Kong) Limited as our compliance adviser who will act as an
additional channel of communication between the Stock Exchange and our Company
for the period commencing on the [REDACTED] and ending on the date that our
Company publishes our financial results for the first full financial year after the
[REDACTED] pursuant to Rule 13.46 of the Listing Rules;

any meeting between the Stock Exchange and our Directors may be arranged
through our authorized representatives within a reasonable time frame;

we will inform the Stock Exchange promptly in respect of any change in our
authorized representatives and/or our compliance adviser;

we will ensure that each Director who is not ordinarily resident in Hong Kong
possesses or can apply for valid travel documents to visit Hong Kong for business
purposes and can meet with the Stock Exchange upon reasonable notice; and

we will retain a Hong Kong legal adviser to advise us on the on-going compliance
requirements, any amendment or supplement to and other issues arising under the
Listing Rules and other applicable Hong Kong laws and regulations after the
[REDACTED].

WAIVER IN RESPECT OF OUR JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an

individual who, by virtue of his/her academic or professional qualifications or relevant

experience, is, in the opinion of the Stock Exchange, capable of discharging the functions of

company secretary.

Pursuant to Note 1 to Rule 3.28 of the Listing Rules, the Stock Exchange considers the
following academic or professional qualifications to be acceptable:

1)

a member of The Hong Kong Chartered Governance Institute;

(i1) a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159

of the Laws of Hong Kong); and

(ii1) a certified public accountant as defined in the Professional Accountants Ordinance

(Chapter 50 of the Laws of Hong Kong).
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Pursuant to Note 2 to Rule 3.28 of the Listing Rules, in assessing “relevant experience”,
the Stock Exchange will consider the individual’s:

(i) length of employment with the issuer and other issuers and the roles they played;

(i) familiarity with the Listing Rules and other relevant law and regulations including
the Securities and Futures Ordinance, Companies Ordinance, Companies (Winding
Up and Miscellaneous Provisions) Ordinance and the Takeovers Code;

(ii1) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(iv) professional qualifications in other jurisdictions.

Our Company has appointed Ms. Lan YAO (WkRE) (“Ms. Yao™), our head of legal and
compliance department, and Ms. Wai Kam NG ({if#%%) (“Ms. Ng”), as joint company
secretaries. See “Directors and Senior Management — Joint Company Secretaries” for their
biographies.

Ms. Ng is a Chartered Secretary, a Chartered Governance Professional and an Associate
of both The Hong Kong Chartered Governance Institute (formerly known as The Hong Kong
Institute of Chartered Secretaries) and The Chartered Governance Institute (formerly known as
“The Institute of Chartered Secretaries and Administrators”) in the United Kingdom, and
therefore meets the qualification requirements under Note 1 to Rule 3.28 of the Listing Rules
and is in compliance with Rule 8.17 of the Listing Rules.

Our Company appreciates that the company secretary will play an important role in our
corporate governance following the [REDACTED], particularly in assisting our Company and
our Directors in complying with the Listing Rules and other applicable company and securities
laws and regulations. Our Company considers that Ms. Yao, by virtue of her professional
knowledge having worked as a legal counsel in the PRC and her experience in handling our
Group’s legal, compliance and corporate secretarial matters, would be capable of discharging
her functions as the company secretary. Further, we believe that it would be in the best interests
of our Company and the corporate governance of our Group to have Ms. Yao as our joint
company secretary, who has the knowledge and experience in overseeing our Group’s business
and operations.

While Ms. Yao does not possess the formal qualifications required of a company
secretary, we have applied for[, and the Stock Exchange has granted,] a waiver from strict
compliance with Rules 3.28 and 8.17 of the Listing Rules for a three-year period from the
[REDACTED] subject to the condition that (i) Ms. Ng is appointed as a joint company
secretary throughout the three-year period to assist Ms. Yao in discharging her functions as a
company secretary and in gaining the relevant experience as required under Rule 3.28 of the
Listing Rules; and (ii) the waiver can be revoked if there are material breaches of the Listing
Rules.
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In support of the waiver application, we will also adopt the following arrangements:

(a)

(b)

(c)

WAIVER

Ms. Ng will work closely with Ms. Yao to jointly discharge the duties and
responsibilities as our joint company secretaries and to assist Ms. Yao to acquire the
relevant experience as required under the Listing Rules for an initial period of three
years from the date of the [REDACTED], a period which should be sufficient for
Ms. Yao to acquire the relevant experience as required under Rule 3.28 of the Listing
Rules;

our Company will ensure that Ms. Yao continues to have access to the relevant
training and support in relation to the Listing Rules and the duties required of a
company secretary of an issuer [REDACTED] on the Stock Exchange; and

prior to the end of the three-year period, the qualifications and experience of
Ms. Yao and the need for on-going assistance of Ms. Ng will be further evaluated
by our Company. Our Company will then endeavour to demonstrate to the Stock
Exchange’s satisfaction that Ms. Yao, having had the benefit of the assistance of
Ms. Ng for the immediately preceding three years, has acquired the relevant
experience (within the meaning of Note 2 to Rule 3.28 of the Listing Rules) such
that a further waiver from Rules 3.28 and 8.17 of the Listing Rules will not be
necessary.

IN RESPECT OF THE PRE-[REDACTED] ESOP DISCLOSURE

REQUIREMENTS

The Listing Rules and the Companies (Winding Up and Miscellaneous Provisions)
Ordinance prescribe certain disclosure requirements in relation to the share options and awards
granted by our Company (the “Pre-[REDACTED] ESOP Disclosure Requirements”):

(a)

(b)

(©

Rule 17.02(1)(b) of the Listing Rules stipulates that all material terms of a scheme
must be clearly set out in this document. Our Company is also required to disclose
in this document full details of all outstanding options and awards and their potential
dilution effect on the shareholdings upon [REDACTED] as well as the impact on
the earnings per share arising from the issue of shares in respect of such outstanding
options or awards;

Paragraph 27 of Appendix 1A to the Listing Rules requires our Company to set out
in this document particulars of any capital of any member of our Group that is under
option, or agreed conditionally or unconditionally to be put under option, including
the consideration for which the option was or will be granted and the price and
duration of the option, and the name and address of the grantee; and

Under paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, the number, description and amount of
any shares in or debentures of our Company which any person has, or is entitled to
be given, an option to subscribe for, together with the particulars of the option, that
is to say, (a) the period during which it is exercisable; (b) the price to be paid for
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shares or debentures subscribed for under it; (c) the consideration (if any) given or
to be given for it or for the right to it; and (d) the names and addresses of the persons
to whom it or the right to it was given or, if given to existing shareholders or
debenture holders as such, the relevant shares or debentures must be specified in this
document.

As of the Latest Practicable Date, our Company had granted outstanding options under the
Pre-[REDACTED] Equity Incentive Plans to 10,774 grantees, including 2 Directors, 1 member
of senior management, 4 other connected persons of our Company and 10,767 other employees,
consultants and/or other service providers of our Group and Alibaba Group and its associated
companies (as applicable), to subscribe for an aggregate of 1,922,720,660 Shares, representing
[REDACTED]% of the total number of Shares in issue immediately after completion of the
[REDACTED] (assuming the [REDACTED] is not exercised and excluding Shares to be
issued under the Pre-[REDACTED] Equity Incentive Plans and the Post-[REDACTED]
Equity Incentive Plan). See “Statutory and General Information — D. Equity Incentive Plans”
in Appendix V to this document for further details of the Pre-[REDACTED] Equity Incentive
Plans.

We have applied to: (i) the Stock Exchange for a waiver from strict compliance with the
disclosure requirements under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the
Listing Rules; and (ii) the SFC for a certificate of exemption under section 342A of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance exempting our Company
from strict compliance with paragraph 10(d) of Part I of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance, respectively, on the ground that strict
compliance with the above requirements would be unduly burdensome for our Company and
the exemption would not prejudice the interests of the [REDACTED] for the following
reasons:

(a) given that 10,774 grantees are involved for the granting of options, strict compliance
with such disclosure requirements in setting out full details of all the grantees under
the Pre-[REDACTED] Equity Incentive Plans in this document would be costly and
unduly burdensome for us in light of a significant increase in cost and timing for
information compilation and [REDACTED] preparation. For example, we would
need to collect and verify the addresses of over 10,000 grantees to meet the
disclosure requirement. Further, the disclosure of the personal details of each
grantee, including their names, addresses and the number of options granted, may
require obtaining consent from the grantees in order to comply with personal data
privacy laws and principles and it would be unduly burdensome for our Company to
obtain such consents given the number of grantees;

(b) as of the Latest Practicable Date, among all the grantees, save for 2 Directors, 1
member of senior management and 4 other connected persons of our Company, the
remaining 10,767 grantees were other employees, consultants and/or other service
providers of our Group and Alibaba Group and its associated companies (as
applicable) and are not connected persons of our Company. Strict compliance with
the above requirements to disclose names, addresses, and entitlements on an
individual basis will require substantial number of pages of additional disclosure
that does not provide any material information to the [REDACTED];
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(c)

(d)

the 10,767 grantees who are not Directors, members of senior management or
connected persons of our Company, have been granted outstanding options under the
Pre-[REDACTED] Equity Incentive Plans to acquire an aggregate of 1,828,289,492
Shares, representing [REDACTED]% of the total number of Shares in issue
immediately after completion of the [REDACTED] (assuming the [REDACTED]
is not exercised and excluding Shares to be issued under the Pre-[REDACTED]
Equity Incentive Plans and the Post-[REDACTED] Equity Incentive Plan), and
exercise in full of the options under the Pre-[REDACTED] Equity Incentive Plans
will not cause any material adverse impact to our financial position;

material information on the options under the Pre-[REDACTED] Equity Incentive
Plans has been disclosed in this document to provide prospective [REDACTED]
with sufficient information to make an informed assessment of the potential dilutive
effect and impact on earnings per Share of the options in making their
[REDACTED] decision, and such information includes:

(i) summary of the latest terms of the Pre-[REDACTED] Equity Incentive Plans;

(i1) the aggregate number of Shares subject to the outstanding options and the
percentage of our Shares of which such number represents;

(ii1) the dilutive effect and the impact on earnings per Share upon full exercise of
the outstanding options immediately following completion of the
[REDACTED] (assuming the [REDACTED] is not exercised and excluding
Shares to be issued pursuant to the Pre-[REDACTED] Equity Incentive Plans
and the Post-[REDACTED] Equity Incentive Plan);

(iv) full details of the outstanding options granted to the Directors and members of
the senior management and connected persons (if any) of our Company, on an
individual basis, are disclosed in this document, and such details include all the
particulars required under Rule 17.02(1)(b) of the Listing Rules, paragraph 27
of Appendix 1A to the Listing Rules and paragraph 10 of Part 1 of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance;

(v) with respect to the outstanding options granted to other grantees (other than
those referred to in (iv) above), the following details will be disclosed in this
document, including the aggregate number of such grantees and the number of
Shares subject to the options, the consideration paid for the grant of the options
and the exercise and vesting period of the options and the exercise price for the
options; and
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(e)

(vi) the particulars of the waiver and exemption granted by the Stock Exchange and
the SFC, respectively,

the above disclosure is consistent with the conditions ordinarily expected by the
Stock Exchange in similar circumstances as set out in the Guidance Letter
HKEX-GL11-09 issued by the Stock Exchange; and

our Directors consider that the lack of full compliance with the above disclosure
requirements would not prevent us from providing our potential [REDACTED] with
an informed assessment of the activities, assets, liabilities, financial position,
management and prospects of our Company.

The Stock Exchange [has granted] to us a waiver from strict compliance with the
applicable Pre-[REDACTED] ESOP Disclosure Requirements on the condition that:

(1)

(ii)

(iii)

(iv)

on an individual basis, full details of the options granted under the
Pre-[REDACTED] Equity Incentive Plans to each of our Directors, senior
management and other connected persons of our Company, will be disclosed in the
section headed “Statutory and General Information — D. Equity Incentive Plans —
4. Outstanding Options Granted under the Pre-[REDACTED] Equity Incentive
Plans” in Appendix V to this document as required under Rule 17.02(1)(b) of, and
paragraph 27 of Appendix 1A to, the Listing Rules, and paragraph 10 of Part I of the
Third Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance;

in respect of the options granted under the Pre-[REDACTED] Equity Incentive
Plans to grantees other than those referred to in paragraph (i) above, disclosure will
be made, on an aggregate basis, of (1) the aggregate number of the grantees other
than those set out in paragraph (i) above and the number of Shares underlying the
options granted to them under the Pre-[REDACTED] Equity Incentive Plans; (2)
the consideration (if any) paid for the grant of the options under the
Pre-[REDACTED] Equity Incentive Plans; and (3) the exercise and vesting period
of the options and the exercise price of the options granted under the
Pre-[REDACTED] Equity Incentive Plans;

the aggregate number of Shares underlying the outstanding options granted under
the Pre-[REDACTED] Equity Incentive Plans and the percentage to our total issued
share capital represented by such number of Shares as of the Latest Practicable Date
will be disclosed in this document;

the dilutive effect and impact on earnings per Share upon the full exercise of the
options under the Pre-[REDACTED] Equity Incentive Plans will be disclosed in the
section headed “Statutory and General Information — D. Equity Incentive Plans —
4. Outstanding Options Granted under the Pre-[REDACTED] Equity Incentive
Plans” in Appendix V to this document;
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(v)

(vi)

summary of the major terms of the Pre-[REDACTED] Equity Incentive Plans will
be disclosed in the section headed “Statutory and General Information — D. Equity
Incentive Plans” in Appendix V to this document;

the grant of a certificate of exemption under the Companies (Winding Up and
Miscellaneous Provisions) Ordinance from the SFC exempting our Company from
strict compliance with paragraph 10(d) of Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance; and

(vii) the particulars of the waiver will be disclosed in this document.

The SFC [has granted] to our Company a certificate of exemption under section 342A of

the Companies (Winding Up and Miscellaneous Provisions) Ordinance from strict compliance
with paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance on the condition that:

(1)

(ii)

(iii)

on an individual basis, full details of the options granted under the
Pre-[REDACTED] Equity Incentive Plans to each of our Directors, senior
management and other connected persons of our Company, will be disclosed in the
section headed “Statutory and General Information — D. Equity Incentive Plans —
4. Outstanding Options Granted under the Pre-[REDACTED] Equity Incentive
Plans” in Appendix V to this document as required under paragraph 10 of Part I of
the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance;

in respect of the options granted under the Pre-[REDACTED] Equity Incentive
Plans to grantees other than those referred to in paragraph (i) above, disclosure will
be made, on an aggregate basis, of (1) the aggregate number of the grantees other
than those set out in paragraph (i) above and the number of Shares underlying the
options granted to them under the Pre-[REDACTED] Equity Incentive Plans; (2)
the consideration (if any) paid for the grant of the options under the
Pre-[REDACTED] Equity Incentive Plans; and (3) the exercise and vesting period
of the options and the exercise price of the options granted under the
Pre-[REDACTED] Equity Incentive Plans; and

the particulars of the exemption will be disclosed in this document and this
document will be issued on or before [REDACTED].

WAIVER IN RESPECT OF THE DISCLOSURE REQUIREMENTS WITH RESPECT TO
CHANGES IN SHARE CAPITAL

We have applied for[, and the Stock Exchange has granted,] a waiver from strict

compliance with the requirements of paragraph 26 of Appendix 1A to the Listing Rules in

respect of disclosing the particulars of any alterations in the capital of any member of our
Group within two years immediately preceding the issue of this document.
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We have identified 14 entities that we consider are the major subsidiaries primarily
responsible for the track record results of our Group (the “Major Subsidiaries”, and each a
“Major Subsidiary”). For further details, see “History and Corporate Structure — Our Major
Subsidiaries”. Globally, our Group has approximately 402 subsidiaries and consolidated
affiliated entities across a number of different jurisdictions as of the Latest Practicable Date.
None of the non-Major Subsidiaries is individually material to us in terms of its contribution
to our Company’s total revenue or holds any major assets or intellectual property rights. It
would be unduly burdensome for our Company to disclose particulars of any alterations in the
capital of all of the subsidiaries, which would not be material or meaningful to [REDACTED].
By way of illustration, for each of the financial years ended March 31, 2021, 2022 and 2023
and the three months ended June 30, 2023, the aggregate revenue of our Major Subsidiaries
represented approximately 98.7%, 98.8%, 98.1% and 97.5% of our Group’s total revenue,
respectively. Accordingly, the remaining subsidiaries in our Group are not significant to the
overall operations and financial results of our Group.

Particulars of the changes in the share capital of our Company and the Major Subsidiaries
have been disclosed in “Statutory and General Information — A. Further Information about
Our Group — 2. Changes in the Share Capital of Our Company” and “Statutory and General
Information — A. Further Information about Our Group — 4. Changes in the Share Capital of
Our Major Subsidiaries” in Appendix V to this document.

WAIVER IN RESPECT OF CONTINUING CONNECTED TRANSACTIONS

We have entered into, and are expected to continue, certain transactions that will
constitute partially exempt or non-exempt continuing connected transactions of our Company
under the Listing Rules upon the [REDACTED]. Accordingly, we have applied to the Stock
Exchange for[, and the Stock Exchange has granted,] waivers in relation to certain continuing
connected transactions between us and certain connected persons under Chapter 14A of the
Listing Rules. For further details in this respect, see “Connected Transactions” in this
document.

WAIVER IN RESPECT OF DISCLOSURE OF INTERESTS INFORMATION

As disclosed in the prospectus of Alibaba dated November 15, 2019, Alibaba is subject
to the U.S. Exchange Act, which requires any person (including directors and officers of the
company concerned) who acquires beneficial ownership, as determined in accordance with the
rules and regulations of the U.S. SEC, and which includes the power to direct the voting or the
disposition of the securities of more than 5% of a class of equity securities registered under
Section 12 of the U.S. Exchange Act, to file beneficial ownership reports with the U.S. SEC.
Such persons must also promptly report any material change in the information provided
(including any acquisition or disposition of 1% or more of the class of equity securities
concerned), unless exceptions apply.
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Alibaba applied for, and was granted, (a) a partial exemption by the SFC under section
309(2) of the SFO from the provisions of Part XV of the SFO (other than Divisions 5, 11 and
12 of Part XV of the SFO); and (b) a waiver by the Stock Exchange from strict compliance with
Practice Note 5 and paragraphs 41(4) and 45 of Appendix 1A to the Listing Rules subject to
the conditions that:

(i) the bulk of trading in the shares of Alibaba is not considered to have migrated to
Hong Kong on a permanent basis in accordance with Rule 19C.13 of the Listing
Rules;

(i1) the disclosures of interests filed with the U.S. SEC are also filed with the Stock
Exchange as soon as practicable, which will then publish such disclosures in the
same manner as disclosures made under Part XV of the SFO; and

(iii) Alibaba shall advise the SFC if there is any material change to any of the
information which has been provided to the SFC, including any significant changes
to the disclosure requirements in the United States and any significant changes in the
volume of Alibaba’s worldwide share turnover that takes place on the Stock
Exchange.

We have applied for[, and the SFC has granted,] a certificate of exemption from strict
compliance with Part XV of the SFO (other than Divisions 5, 11 and 12 of Part XV of the SFO)
to the directors or chief executives of our Company who is/are also a director or chief executive
of Alibaba from time to time (the “Common Director(s)/Chief Executive(s)”) with respect to
their disclosure of interest, and short positions, in any shares in Alibaba and associated
corporations of our Company which are subsidiaries of Alibaba (the ‘“Associated
Corporations”), subject to the conditions that:

(i) our Company continues to be a subsidiary of Alibaba;

(i) Alibaba maintains its secondary listing on the Stock Exchange pursuant to Chapter
19C of the Listing Rules;

(iii) the Common Director(s)/Chief Executive(s) must file with the Stock Exchange all
disclosure of interests notices filed with the U.S. SEC in respect of interests in
Alibaba and the Associated Corporations as soon as practicable on the basis that the
Stock Exchange will publish these disclosures in the same way as those it receives
from other [REDACTED] corporations pursuant to Part XV of the SFO;

(iv) our Company shall advise the SFC if there is any change to the Common

Director(s)/Chief Executive(s) set out in our Company’s SFO Part XV exemption
application to the SFC; and
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(v) our Company shall advise the SFC if there is any material change to any of the
information which has been provided to the SFC, including any significant changes
to the disclosure requirements in the United States or any material change to the
facts set out in our Company’s SFO Part XV exemption application to the SFC. As
of the Latest Practicable Date, the Common Directors/Chief Executives are Mr.
Joseph C. TSAI (%541%), Ms. Shan DAI (#3t), Mr. Fan JIANG (3% JL) and Mr. Lin
WAN (#%5).

For the avoidance of doubt, this exemption does not apply to disclosure obligations of (i)
our Company’s directors or chief executives in respect of their interests, and short positions,
in any shares in our Company (or any of its subsidiaries or 20%-owned corporations) and their
interests in any debentures of our Company (or any of its subsidiaries or 20%-owned
corporations), and (ii) the Common Director(s)/Chief Executive(s) who are already subject to
disclosure requirements under Part XV of the SFO in relation to their respective interests in
Associated Corporations, which are or will become “listed corporations” as defined under Part
XV of the SFO, and the disclosure obligations of which have not been waived by the SFC.

The exemption is given based on the particular circumstances of our Company and should
not be regarded as a precedent for other applications. This exemption may be re-considered by
the SFC in the event there is any material change in the information provided to the SFC.

We have also applied for[, and the Stock Exchange has granted,] a waiver from strict
compliance with Practice Note 5 and paragraphs 41(4) and 45 of Appendix 1A to the Listing
Rules such that the Common Director(s)/Chief Executive(s) will not be required to disclose
their interests and short positions in any shares or underlying shares in the Associated
Corporations in accordance with Part XV of the SFO, subject to the conditions that: (i) the SFC
granting the Common Director(s)/Chief Executive(s) a partial exemption from strict
compliance with Part XV of the SFO; and (ii) Alibaba maintains its secondary listing on the
Stock Exchange under Chapter 19C of the Listing Rules.

WAIVER IN RESPECT OF ACQUISITION AFTER THE TRACK RECORD PERIOD

Pursuant to Rules 4.04(2) and 4.04(4)(a) of the Listing Rules, the accountants’ report to
be included in a listing document must include the income statements and balance sheet of any
business or subsidiary acquired, agreed to be acquired or proposed to be acquired since the date
to which the latest audited accounts of the issuer have been made up in respect of each of the
three financial years immediately preceding the issue of the listing document.

Pursuant to Rule 4.02A of the Listing Rules, acquisitions of business include acquisitions
of associates and any equity interest in another company. Pursuant to Note 4 to Rule 4.04 of
the Listing Rules, the Stock Exchange may consider granting a waiver of the requirements
under Rules 4.04(2) and 4.04(4) of the Listing Rules on a case-by-case basis, and having regard

to all relevant facts and circumstances and subject to certain conditions set out thereunder.
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Background to the acquisition

On June 5, 2023, Zhejiang Cainiao, our wholly-owned subsidiary, entered into a share
transfer agreement with Shanghai De’e Industrial Development Co., Ltd.* ([ ik & S5 58
AR H]) (“Shanghai De’e”), a wholly-owned subsidiary of Alibaba, pursuant to which
Shanghai De’e agreed to transfer to our Company all of its equity interest in STO Express Co.,
Ltd.* (HEPAER A R/ F]) (“STO”), representing approximately 25% of the issued share
capital of STO, at a total consideration of approximately RMB3,878 million. The purchase
price was RMB10.134 per share, which was determined after arm’s length negotiation with
reference to the average closing price of STO’s shares preceding the date of the share transfer
agreement. The consideration was settled by cash upon completion of the transaction on August
31, 2023. Upon completion of the Post-TRP Acquisition, our Company holds approximately
25% of the issued share capital of STO (the “Post-TRP Acquisition”).

STO is a company listed on the Shenzhen Stock Exchange (002468.SZ) and is principally
engaged in providing express delivery services in China.

The Post-TRP Acquisition is an internal transfer between two subsidiaries of Alibaba, and
is part of the initiative of implementing the new organization and governance structure as
announced by Alibaba on March 28, 2023, under which Alibaba will have six major business
groups and other investments, each to be independently managed by its own chief executive
and board of directors. The purpose of the Post-TRP Acquisition is to consolidate Alibaba’s
investment into the relevant business line under the new organization and governance structure.

In light of the Post-TRP Acquisition, under Rules 4.04(2) and 4.04(4)(a) of the Listing
Rules, we are required to present in its listing document the financial information of STO
during the Track Record Period.

Accordingly, we have applied to the Stock Exchange for[, and the Stock Exchange has
granted], a waiver from strict compliance with Rules 4.04(2) and 4.04(4)(a) of the Listing
Rules in respect of the Post-TRP Acquisition on the following grounds:

It would be impracticable and unduly burdensome to our Company and its
shareholders.

(a) we have no access to the books and records of STO for conducting an audit given
that (i) we will not have any control over STO, nor will we have any control over
its board of directors, or be in a position to consolidate the financials of STO; and
(i1) STO is a public company listed on the Shenzhen Stock Exchange and would not
be in a position to allow us to access their books and records as it would contravene
the fair disclosure principle under the PRC laws and regulations;
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(b)

the financial statements of STO have been prepared in accordance with the China
Accounting Standards for Business Enterprise. Even if we were granted access to
STO’s books and records, it would be time consuming and unduly burdensome for
us and our auditors to review and arrange for the relevant financial information to
be drawn up in conformity with IFRS;

The requested waiver would not prejudice the interests of the [REDACTED].

(©

(d)

(e)

the equity interest of STO acquired will only be accounted for as an investment in
associate and STO’s financials will not be consolidated into our financials. The
Post-TRP Acquisition will not result in any significant change to our financial
position since June 30, 2023;

STO has been publishing its financial statements pursuant to the relevant rules of the
Shenzhen Stock Exchange, which are accessible by [REDACTED] and provide
adequate information for them to make an assessment of STO’s financial position
during the Track Record Period and evaluate the financial impact associated with
our investment in STO;

for the purpose of illustrating the financial effect of the Post-TRP Acquisition on our
Group, we have included the illustrative unaudited pro forma consolidated statement
of assets and liabilities of our Group as if the Post-TRP Acquisition had been
completed (the “Unaudited Pro Forma Financial Information of the Group”) in
Appendix II to this document pursuant to Rule 4.28 of the Listing Rules, which will
enable [REDACTED] to evaluate the financial impact associated with our
investment in STO;

Alternative disclosure of the Post-TRP Acquisition in this document.

()

(2)

we have provided in this document alternative information in connection with the
Post-TRP Acquisition that would be required for a discloseable transaction under
Chapter 14 of the Listing Rules in order to compensate for the non-inclusion of
historical financial information of STO; and

in addition, we have included in this document extracts of the consolidated income
statements and consolidated balance sheets that were previously published by STO
for each of the years ended December 31, 2020, 2021 and 2022 and the three months
ended March 31, 2023, and the Unaudited Pro Forma Financial Information of the
Group to provide [REDACTED] with more information on the financial effect of
the Post-TRP Acquisition. See “Unaudited Pro Forma Financial Information™ in
Appendix II to this document and “Extracts of Certain Financial Information of
STO” in Appendix III to this document. Our Company is of the view that the current
disclosure is adequate for potential [REDACTED] to form an informed assessment
of the financial position of our Company.
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WAIVER IN RESPECT OF PROPOSED REIT SPIN-OFF

We intend to spin-off certain of our logistics properties (the “Logistics Properties™) as
C-REIT for listing on the Shanghai Stock Exchange (the “Proposed REIT Spin-off”), and
have filed our preliminary eligibility assessment application with the relevant PRC regulatory
authority.

The following are the details of the Logistics Properties to be spun-off:

Effective
Interests Year of
Logistics held by the Completion/ Total
No. Properties Location Company GFA Acquisition Status Valuation”
(RMB
(sq.m.) million)

1. Chongqing 1 Chongqing, PRC 100% 66,580 2017 Completed 256
2. Chonggqing 2 Chongqing, PRC 100% 87,704 2017 Completed 347
3. Chongqing 3 Chongqing, PRC 100% 73,434 2018 Completed 295
4. Shaoxing Shaoxing, PRC 100% 57,452 2015 Completed 256
5. Jiaxing 1 Jiaxing, PRC 100% 95,583 2016  Completed 423
6. Jiaxing 2 Jiaxing, PRC 100% 88,681 2017 Completed 418
7. Jiaxing 3 Jiaxing, PRC 100% 104,784 2017  Completed 556
8. Jiaxing 4 Jiaxing, PRC 100% 123,093 2018 Completed 523
9. Chengdu 1 Chengdu, PRC 100% 181,454 2018 Completed 928
10.  Chengdu 2 Chengdu, PRC 100% 22,279 2022  Completed 121
Note:

(I)  Total valuation as of June 30, 2023.

The Proposed REIT Spin-off will be subject to compliance with all applicable
requirements under the Listing Rules, including, without limitation, Practice Note 15 to the
Listing Rules (Practice with Regard to Proposals Submitted by Issuers to Effect the Separate
Listing on the Hong Kong Stock Exchange or Elsewhere of Assets or Businesses Wholly or
Partly Within their Existing Groups) (“Practice Note 15”), unless otherwise waived by the
Stock Exchange.

Paragraph 3(b) of Practice Note 15 currently provides that the Stock Exchange would not
normally approve a spin-off within three years of the date of the listing of the parent. We have
applied for[, and the Stock Exchange has granted] us, a waiver from the strict compliance with
the three-year restriction requirement under paragraph 3(b) of Practice Note 15, subject to the
following conditions:

(a) our Company has identified the Logistics Properties to be potentially spun-off as
C-REIT, and the valuation of such Logistics Properties shall not exceed 5.8% of our
total assets which, based on our total assets of RMB71,850.9 million as of March 31,
2023; and
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(b) our Company shall disclose in this document details of each of the Logistics
Properties to be potentially spun-off by our Group, including their locations and
GFA, the interest of our Company in each of them, the year of
completion/acquisition, the status of completion (where applicable) and the
valuation.

Practice Note 15 applications to be made for each proposed REIT spin-off

[Notwithstanding the waiver to be granted], we shall, prior to any new REIT spin-off of
our assets through a listing on the Stock Exchange or elsewhere within three years after the
[REDACTED], submit a separate application to the Stock Exchange on a standalone basis to
ensure that the applicable listing eligibility requirements as well as all the other Practice Note
15 requirements (save for paragraph 3(b) thereof) will be fully satisfied. Among other
requirements, our Company will need to demonstrate to and satisfy the Stock Exchange that the
proposed REIT spin-off (if any) is beneficial to our Company and our shareholders as a whole.

Continued compliance with Chapters 14 and 14A of the Listing Rules

Any disposal of assets to a private fund or public REIT in the ordinary course of business
of our Company shall still be subject to the requirements under Chapter 14 and/or Chapter 14A
of the Listing Rules (as applicable) after the [REDACTED], i.e. depending on the scope and
value of the assets to be disposed, it may trigger the corresponding announcement and/or
shareholders’ approval requirements under Chapter 14 of the Listing Rules, and depending on
our interests in the relevant private fund or public REIT, and the connected persons and/or their
associates’ interests in the relevant private fund or public REIT, it may trigger further
compliance obligations by our Company under Chapter 14A of the Listing Rules governing
connected transactions. Our Company shall fully comply with the applicable Listing Rules, and
such disposal in the ordinary course of business of our Company will not prejudice the interest

of the shareholders of our Company.

[REDACTED]
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[REDACTED]
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DIRECTORS

Name Residential Address Nationality

Executive Directors and Non-Executive Directors

Mr. Joseph C. TSAI (355:7) 70 Deep Water Bay Road Canadian
Hong Kong
Ms. Shan DAI (fiﬂifﬂﬂ) Flat B, 3/F, Tower 2 Singaporean

Mount Regalia
23 Lai Ping Road
Shatin

Hong Kong

Mr. Fan JIANG (L) 2-2-1401, Gantangyuan Chinese
Wutongjun, Feicuicheng, Xianlin Street
Yuhang District, Hangzhou
Zhejiang Province
PRC

Mr. Lin WAN (# %) Room 1901, Unit 3, Building 8 Chinese
Xixi Lijing
Euro America Financial City
Yuhang District, Hangzhou
Zhejiang Province
PRC

Mr. Zheng LIU (2E) Room 402, Unit 4, Building 27 Chinese
Xixidieyuan
Xihu District, Hangzhou
Zhejiang Province
PRC
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Name Residential Address Nationality
Independent Non-Executive Directors
Mr. Johnny CHEN (P& 7%) Flat 11B, Tower 8, Marinella Chinese
9 Welfare Road
Wong Chuk Hang
Hong Kong
Mr. Danny Tsui-Yuen CHIU 205 Chautauqua Blvd American
Pacific Palisades, CA90272
U.S.
Ms. Junhong CHU (FEH4L) Flat 9B, Block 3, Pine Court Chinese

23 Sha Wan Drive
Pok Fu Lam
Hong Kong

Further information about the Directors and other senior management members are set out

in the section headed “Directors and Senior Management” of this document.
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PARTIES INVOLVED IN THE [REDACTED]

Joint Sponsors Citigroup Global Markets Asia Limited
50/F, Champion Tower
Three Garden Road, Central
Hong Kong

CITIC Securities (Hong Kong) Limited
18/F, One Pacific Place

88 Queensway

Hong Kong

J.P. Morgan Securities (Far East) Limited
28/F, Chater House

8 Connaught Road, Central

Hong Kong

(in alphabetical order)

[REDACTED]
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[REDACTED]

Financial Adviser to our Company  Ampere Partners Limited
Suite 1609-13, Nan Fung Tower
88 Connaught Road Central
Central
Hong Kong

Legal Advisers to Our Company As to Hong Kong and U.S. laws:

Simpson Thacher & Bartlett
35/F, ICBC Tower

3 Garden Road

Central

Hong Kong
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Legal Advisers to
the Joint Sponsors and
the [REDACTED]

Auditor and Reporting Accountant

As to PRC laws:

Fangda Partners

24/F, HKRI Centre Two
HKRI Taikoo Hui

288 Shi Men Yi Road
Shanghai 200041

PRC

As to Cayman Islands laws:

Harney Westwood & Riegels
3501 The Center

99 Queen’s Road Central
Central

Hong Kong

As to Hong Kong and U.S. laws:

Freshfields Bruckhaus Deringer
55th Floor, One Island East
Taikoo Place

Quarry Bay

Hong Kong

As to PRC laws:

Jingtian & Gongcheng

34/F, Tower 3, China Central Place
77 Jianguo Road

Chaoyang District, Beijing

PRC

PricewaterhouseCoopers

Certified Public Accountants

Registered Public Interest Entity Auditor
22/F, Prince’s Building

Central

Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

Industry Consultant China Insights Industry Consultancy Limited
10/F, Block B, Jingan International Center
88 Puji Road
Jingan District, Shanghai
PRC

Compliance Adviser CITIC Securities (Hong Kong) Limited
18/F, One Pacific Place

88 Queensway
Hong Kong

[REDACTED]
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CORPORATE INFORMATION

Registered Office 4th Floor, Harbour Place
103 South Church Street
P.O. Box 10240
Grand Cayman, KY1-1002
Cayman Islands

Headquarters 501 Fengxin Street
Yuhang District, Hangzhou
Zhejiang Province
PRC

Principal Place of Business in Hong Kong 26/F Tower One, Times Square
1 Matheson Street
Causeway Bay
Hong Kong

Company’s Website www.cainiao.com

(The information on the website does not
form part of this document)

Joint Company Secretaries Ms. Lan YAO (BkB)
501 Fengxin Street
Yuhang District, Hangzhou
Zhejiang Province
PRC

Ms. Wai Kam NG (fiLf&%)
5/F, Manulife Place

348 Kwun Tong Road
Kowloon

Hong Kong

Authorized Representatives Mr. Zheng LIU (%E)
Room 402, Unit 4, Building 27
Xixidieyuan
Xihu District, Hangzhou
Zhejiang Province
PRC

Ms. Lan YAO (BER)

501 Fengxin Street
Yuhang District, Hangzhou
Zhejiang Province

PRC
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Audit Committee Mr. Johnny CHEN (Chairperson)
Mr. Joseph C. TSAI
Mr. Danny Tsui-Yuen CHIU

Remuneration Committee Mr. Danny Tsui-Yuen CHIU (Chairperson)
Mr. Joseph C. TSAI
Ms. Junhong CHU

Nomination Committee Mr. Joseph C. TSAI (Chairperson)
Mr. Johnny CHEN
Ms. Junhong CHU

Sustainability Committee Ms. Junhong CHU (Chairperson)
Mr. Lin WAN
Mr. Danny Tsui-Yuen CHIU

[REDACTED]

Principal Banks China Minsheng Banking Corp., Ltd.
No. 2 Fuxingmennei Ave.
Xicheng District
Beijing 100031
PRC

China Merchants Bank Co., Ltd.
China Merchants Bank Tower

No. 7088 Shennan Boulevard
Shenzhen

Guangdong Province

PRC

The Hong Kong and Shanghai Banking
Corporation

1 Queen’s Road Central

Hong Kong
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INDUSTRY OVERVIEW

The information presented in this section is derived from various government
publications and other publications, and from a market research report prepared by
China Insights Consultancy, which was commissioned by us. We believe that the sources
of such information are appropriate and we have taken reasonable care in extracting and
reproducing such information. We have no reason to believe that such information is false
or misleading in any material respect or that any fact has been omitted that would render
such information false or misleading in any material respect. The information has not
been independently verified by us, the [REDACTED], the [REDACTED], the
[REDACTED], the [REDACTED)], the Joint Sponsors, the [REDACTED], any of our
or their respective directors, officers or representatives or any other person involved in
the [REDACTED] and no representation is given as to its accuracy. The information and
statistics may not be consistent with other information and statistics compiled within or
outside of China.

GLOBAL E-COMMERCE LOGISTICS MARKET

E-commerce is the Key Driver of the Global Retail Logistics Market

Global retail logistics presents an enormous market opportunity. According to CIC, the
global retail logistics market, consisting of e-commerce and offline segments, has grown at a
CAGR of 6.8% from RMB13.5 trillion in 2018 to RMB17.5 trillion in 2022, and is expected
to further grow at a CAGR of 7.3% from RMB17.2 trillion in 2023 to RMB22.8 trillion by
2027. In the past two decades, the global retail logistics market has undergone a profound
transformation, largely catalyzed by the rise of e-commerce. This transformation has
fundamentally altered how consumers shop and merchants conduct business. Notably, the
e-commerce logistics segment has experienced remarkable growth, outpacing the growth of the
overall retail logistics market and taking an increasing share of the market. The penetration rate
of e-commerce logistics, which represents the percentage of e-commerce logistics to total retail
logistics, increased from 12.2% in 2018 to 18.7% in 2022, and is expected to further increase
to 26.7% in 2027. Logistics services have played a pivotal role in enabling and are benefiting
from the expansion of the e-commerce segment.
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Global Retail Logistics Market Size, 2018-2027E

RMB trillion
CAGR 18-22 CAGR 23-27E
B E-commerce 18.9% 12.6%
B Offline 4.7% 5.7%
Overall 6.8% 7.3% 22.8

214

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E
E-commerce

logistics (12.29% ) (13.8% ) (18.1% (18.6% ) (18.7% ) (22.0%) (23.1% ) (24.3% ) (25.5% ) (26.1% )
penetration <~ -~ == == == == == == == == ==
rate

Source: CIC

Today, as more merchants, brands and manufacturers seek to reach customers globally
through more diversified channels, the line between e-commerce and traditional brick-and-
mortar distribution channels is becoming less distinct. This shift is driving a growing need for
e-commerce logistics players to offer comprehensive fulfillment solutions, catering to both
online and offline channels. Those e-commerce logistics players that possess omni-channel
capabilities are poised to capture the full potential of the large retail logistics market.

New Growth Phase of the Global E-Commerce Logistics Market

Primarily driven by the growth of the e-commerce market, the total market size of the
global e-commerce logistics market is expected to reach RMB6.1 trillion by 2027. Below are
key trends of the development of the global e-commerce logistics market:

Domestic e-commerce logistics. The domestic e-commerce segment was the primary
growth driver from 2018 to 2022, expanding at a CAGR of 15.2% and contributing 58.2% of
the overall market growth during the same period. Domestic e-commerce logistics remains the
larger segment within the global e-commerce logistics market, and is expected to continue
growing at a CAGR of 9.6% from RMB2.6 trillion in 2023 to RMB3.8 trillion in 2027. In
particular, China was the largest domestic e-commerce logistics market in 2022, accounting for
nearly half of the world’s domestic e-commerce logistics spending.
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Cross-border e-commerce logistics. Cross-border e-commerce logistics is emerging as a
new driving force behind the expansion of the global e-commerce logistics market. An
increasing number of merchants are extending their sales to global markets, while consumers
have growing interest in high-quality, value-for-money products shipped from other countries.
Cross-border e-commerce logistics is expected to outgrow the overall market, with a CAGR of
18.7% from 2023 to 2027, and contributing to 49.6% of the overall market growth during the
same period. Cross-border e-commerce logistics with China nexus has been, and is expected

to be, a major contributor to the growth of this segment.

Global E-commerce Logistics Market Size, 2018-2027E

RMB billion Growth Growth
contribution contribution
CAGR 18-22 18-22 CAGR 23-27E 23-27E
. Domestic? 15.2% 58.2% 9.6 % 50.4%
B China domestic e-commerce 16.4% 10.1%
B Other domestic e-commerce 14.0% 9.2%
.7 Cross-border® 29.1% 41.8% 18.7% 49.6 %
China cross-border® 33.2% 18.5%
Other cross-border 23.3% 19.0%
Overall 18.9% 100.0% 12.6% 100.0%

2018 2019 2020 2021 2022 2023E  2024E  2025E  2026E  2027E

Source: CIC

Notes:

(1)  Domestic e-commerce logistics refers to the transportation of e-commerce goods where the consumer and the
merchant are in the same country or region.

(2)  Cross-border e-commerce logistics refers to the transportation of e-commerce goods where a consumer
purchases from a merchant in different countries or regions.

(3)  China cross-border e-commerce logistics refers to the inbound and outbound transportation of e-commerce
goods between Chinese Mainland and another country or region.
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CHINA CROSS-BORDER E-COMMERCE LOGISTICS MARKET
China is the Main Growth Driver of Cross-border E-commerce Logistics

China is the largest segment and the main growth driver of the global cross-border
e-commerce logistics market. Cross-border e-commerce logistics with a nexus to Chinese
merchants and consumers is expected to reach RMB 1,402 billion by 2027, growing at a CAGR
of 18.5% from 2023 to 2027 and contributing to 60.8% of the global cross-border e-commerce
logistics market in 2027.

In particular, the China outbound e-commerce logistics segment grew at a CAGR of
33.0% from RMB187 billion in 2018 to RMB586 billion in 2022, and is expected to further
grow at a CAGR of 18.8% from RMBO0.6 trillion in 2023 to RMBI1.2 trillion in 2027.
Meanwhile, the China inbound e-commerce logistics segment grew at a CAGR of 34.7% from
RMB26 billion in 2018 to RMBS86 billion in 2022, and is expected to further grow at a CAGR
of 16.3% from RMB93 billion in 2023 to RMB170 billion in 2027.

The growth in the China outbound e-commerce logistics segment is attributable to various
factors, including China’s strong manufacturing capabilities and supply chains as well as a
large number of e-commerce merchants seeking global sales. Furthermore, the cross-border
fulfillment process has been significantly streamlined, effectively meeting consumers’ and
merchants’ demand for affordability, speed and quality. These developments have broadened
the range of products available for cross-border transactions, while lifting the level of
consumer acceptance of cross-border e-commerce as an attractive shopping channel.

China Cross-border E-commerce Logistics Market Size, 2018-2027E

RMB billion
CAGR 18-22 CAGR 23-27E

Outbound 33.0% 18.8%
Inbound 34.7% 16.3% CAGR CAGR
18-22 23-27E

Overall 33.2% 18.5%

1,402

1.201 170 34.7% 16.3%
148 152 35.5% 19.7%
1,022 45.1% 22.8%
49.2% 25.7%

30.1% 17.7%

673 9 35 3
. W
A E :

2018 2019 2020 2021 2022 2023E  2024E  2025E  2026E  2027E

B USA B Europe B SEA B LATAM Others Inbound

Source: CIC
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The advancement of China cross-border e-commerce is expected to unlock new growth
opportunities across various regions globally. Foremost among these, Europe and the U.S. are
anticipated to be the primary end destinations for cross-border e-commerce goods originating
from China, mainly attributable to the high consumer purchasing power, strong demand for
value-driven products and well-established logistics infrastructure in these regions.
Additionally, Southeast Asia and Latin America are also set to experience high growth with an
expected CAGR higher than the industry average from 2023 to 2027.

Rise of Cross-border E-commerce Platforms

In recent years, cross-border e-commerce platforms that are tapping into the deep supply
chain in China to offer an extensive selection of value-for-money, high-quality products to
global consumers in a convenient and cost-effective manner have experienced significant
growth. Such platforms have expanded their combined share of the cross-border e-commerce
market, and are expected to continue to grow faster than the overall market. The success of
these platforms is attributable to following:

Abundant supply of value-for-money, high-quality products. Leveraging the robust
manufacturing capabilities in China, cross-border e-commerce platforms offer a wide array of
value-for-money, high-quality products for sales to global consumers, encompassing not only
best-selling standard products, but also non-standard, white-label and niche products that may
not be easily accessible in other parts of the world.

More services and stronger influence throughout industry value chain. Cross-border
e-commerce platforms have been adopting various business models to effectively meet
consumer demand. For example, some platforms are enhancing their capabilities to expand
from the marketplace model to the full consignment service model, catering to a greater
number of merchants seeking comprehensive operational and logistics support, or providing
direct sales services. Such platforms are broadening their services and influence across the
industry value chain, spanning from product design to supply chain, and further to marketing
and operations. This enables more rapid product iterations and higher inventory turnover, lower

costs and enhanced consumer experience.

Upgraded logistics experience. Logistics experience has become a key consideration for
today’s consumers in choosing how and where to shop. Cross-border e-commerce platforms
have collaborated with specialized e-commerce logistics service providers and upgraded
logistics fulfillment capabilities to facilitate more rapid, reliable and cost-effective deliveries
globally. This has contributed to the improvement in consumer experience, making cross-
border e-commerce a competitive alternative to local retail.
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Key Success Factors for Cross-Border E-Commerce Logistics Companies

To meet the growing demand of cross-border merchants, brands and e-commerce
platforms, logistics companies must have a global reach and strong logistics capabilities to
handle high parcel volume across countries and regions globally with traceability and
optimized costs.

Millions of products are purchased from cross-border merchants, brands and e-commerce
platforms daily and around the world. To support their operations, logistics companies must be
able to arrange the delivery of millions of small parcels to, or placement of inventories in,
different destination countries around the globe. To be competitive with local online or offline
retail options, it is critical for such merchants, brands and e-commerce platforms to offer
high-quality goods at prices, including logistics fees, that are competitive with local retail
goods while providing consumers with time-definite deliveries. To address this, logistics
companies must possess an extensive global network and strong technology capabilities to
continuously innovate in solutions and optimize costs.

We believe these challenges can be addressed by global logistics companies that possess
the following core competencies:

E-commerce insights. Logistics companies must possess a deep and intimate
understanding of the dynamic landscape of global cross-border e-commerce. This knowledge
serves as the bedrock for logistics service providers to effectively cater to the diverse

requirements of cross-border merchants, brands and e-commerce platforms.

Technology advantages. Logistics companies must deploy technologies purpose-built to
tackle real-world operational challenges faced by the e-commerce industry, such as ensuring
connectivity across long logistics chains, optimizing delivery routes and enabling real-time
tracking. Such technologies need to be embedded in operations to not only pinpoint customer
needs, but also provide solutions tailored to industry verticals. Furthermore, logistics
technologies must be informed and empowered by high-quality real-world data processed
through Al-powered analytics. This enables sophisticated analysis and synthesis of data, often
in real-time, leading to improved workflows and optimized resource allocations. In addition,
logistics companies must be able to replicate proven technologies to other international
markets in a cost-effective manner, while ensuring adaptability to the unique conditions of
local environments.

Global network. Both global presence and in-depth local expertise are important to
logistics companies, who must manage the complexities of the long global logistics value chain
while delivering high-quality services consistently. Furthermore, in terms of network topology,
logistics companies must maintain strong control of a physical network optimized for
e-commerce fulfillment. Such control has become critical in improving service speed, quality
and customer experience. Logistics companies also need to maintain a high level of network
flexibility and resilience to effectively manage demand surges during peak seasons.
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Innovative products and services. Logistics companies need to demonstrate proficiency
in delivering end-to-end, integrated solutions that ensure a high level of transparency and
control throughout the logistics value chain. Furthermore, logistics companies need to deliver
solutions that are not only cost-effective but also sufficiently fast to compete with local
alternatives. In addition, the ability to accommodate adaptive service models is essential for
logistics companies serving cross-border merchants, brands and e-commerce platforms. This
includes the flexibility to support the full consignment service model for large e-commerce
platforms as well as offering third-party logistics services for other types of merchants.

Competitive Landscape of the Cross-Border E-commerce Logistics Market
The chart below shows the ranking of cross-border e-commerce logistics services
providers. Cainiao is the largest cross-border e-commerce logistics company globally as

measured by parcel volume in 2022.

Ranking of Global Cross-border E-commerce Logistics Companies,
in Terms of Parcel Volume, 2022

Ranking Company Name Market Share (%)
3 1 Cainiao 8.1% 3
ffffff > Compmar  sse
3 Company B® 3.8%
4 Company C® 3.3%
5 Company D@ 3.1%

Source: CIC

Notes:
(1)  Company A is a global logistics and postal services company founded in Germany. It mainly offers express
delivery, freight delivery, international freight forwarding and supply chain solutions. It is a publicly-listed

company.

(2) Company B is a logistics and postal services company founded in China. It mainly offers domestic and
international postal and express delivery services.

(3) Company C is a logistics and postal services company founded in France. It mainly offers domestic and
international postal and express delivery services.

(4)  Company D is a global logistics company founded in the U.S. It mainly offers small parcel delivery, freight
brokerage, freight forwarding and supply chain solutions. It is a publicly-listed company.
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CHINA DOMESTIC E-COMMERCE LOGISTICS MARKET

China is the largest e-commerce market in the world, with the e-commerce penetration
rate of the overall retail market expected to further grow from 28.2% in 2023 to 31.7% in 2027.
The China domestic e-commerce logistics market size reached RMBI.1 trillion in 2022,
representing 33.4% of the global e-commerce logistics market. It is expected to further grow
at a CAGR of 10.1% from RMB1.2 trillion in 2023 to reach RMBI.8 trillion in 2027.

The China premium e-commerce logistics market has been growing faster than the overall
market in the past five years. Premium e-commerce logistics refers to e-commerce logistics
adopting either high-standard warehouses or time-definite express delivery with doorstep
delivery pledge. The China premium e-commerce logistics market grew at a CAGR of 22.0%
from RMB99 billion in 2018 to RMB220 billion in 2022, and is expected to further grow at a
CAGR of 14.5% from RMB253 billion in 2023 to reach RMB433 billion in 2027. Premium
e-commerce logistics penetration rate has increased from 16.6% in 2018 to 20.1% in 2022, and
is expected to further rise to 24.3% in 2027.

China Domestic E-commerce Logistics Market Size, 2018-2027E

RMB billion
CAGR 18-22 CAGR 23-27E
B Premium 22.0% 14.5%
B Standard 15.2% 8.9%
Overall 16.4% 10.1%

1,064 1,09

202

891

Premium  ,5;q 2019 2020 2021 2022  2023E  2024E 2025E 2026E  2027E
e€-commerce

logistics (16.6% (16.6%) (18.1%) (18.9% (20.1%) (20.8%) {(21.6%) ¢
penetration
rate

Source: CIC
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Key Trends in the China Domestic E-commerce Logistics Market

China is one of the most sophisticated and dynamic e-commerce markets in the world
with substantial future growth opportunities. As the China domestic e-commerce logistics
industry undergoes continuous evolution, it is shaped by the following key trends:

Premiumization. A significant number of Chinese online shoppers increasingly place
emphasis on more premium logistics services, such as doorstep delivery, hassle-free reverse
logistics and high predictability, particularly during peak seasons. Meanwhile, merchants and
brands are seeking to differentiate their offerings by working with leading logistics companies
to provide reliable, high-quality logistics services to meet consumer expectations. This requires
logistics companies to upgrade their service capabilities, while striking the right balance

among speed, quality and cost.

Rapidly evolving and complex demand. Chinese online shoppers are discerning and
savvy, seeking an extensive selection of products and a seamless shopping experience across
various platforms. Their tastes and preferences for different products can also change rapidly.
This dynamic environment places complex demand on logistics companies to cater to the
diverse fulfillment needs for a wider array of product categories across multiple platforms.

Beyond e-commerce. Chinese merchants and brands are increasingly adopting omni-
channel distribution strategies. Over 80% of the brands in China are either currently investing
or have future plans to invest in an omni-channel retail model, according to CIC. In light of
this trend, logistics companies must offer comprehensive fulfillment capabilities covering both
online and offline channels, while continuously improving the quality of standalone logistics
service offerings catering to the e-commerce industry.

Be more than a logistics service provider. Merchants and brands expect comprehensive
solutions from their logistics partners that extend beyond traditional logistics services. These
encompass sophisticated and accurate product demand forecasting, end-to-end supply chain
management and environmentally and socially responsible programs. Additionally, they look to
their logistics service providers to add value in sales and customer acquisition, among others,
thus maximizing their collective competitive edge.

Key Success Factors for the China Domestic E-commerce Logistics Industry

Set forth below are key success factors for companies in the China domestic e-commerce
logistics market:

Business model innovation. Structural challenges inherent in the industry, such as
last-mile delivery capacity shortages and suboptimal return management, have significantly
hindered operating efficiency and led to poor customer experience. Incremental operational
enhancements alone may not suffice, and it is important for logistics companies to reevaluate
and innovate in their business models to effectively address such challenges.
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Customer demand for quality service at competitive prices. As customers increasingly
expect quality logistics services at competitive prices, logistics companies must strike the right
balance among speed, quality and cost. To achieve this, logistics companies need to develop
a deep understanding of e-commerce and customer needs, generally through close
collaborations with e-commerce platforms, and to continuously improve operating efficiency.

Intelligent network. To support their logistics service offerings for the e-commerce
industry, logistics companies must build networks that offer not only scale and coverage, but
also intelligence and flexibility. Logistics companies must also adopt a strategic and selective
approach, driven by high-quality data insights and deep operational know-how, when designing
and building different tiers and components of their networks. Furthermore, it is important to
accurately identify and effectively control the critical nodes within the network in order to

continuously improve delivery speed, cost-effectiveness and service quality.

Last-mile network capabilities. Comprehensive last-mile network coverage and
capabilities are important for the success of logistics companies. A large and robust last-mile
network can maximize delivery capacity, offering added stability and resilience. As one of the
most labor-intensive steps along the logistics value chain, it also offers significant potential for
operational enhancement. Moreover, it functions as the primary interface to drive customer
engagement, enhance brand image and provide value-added services.

Operating efficiency. Logistics companies must adopt a comprehensive approach in
pursuing operating efficiency. This includes establishing structural cost advantages through
fundamental business model innovation and network design, as well as leveraging technology
and operational capabilities to continuously optimize fulfillment costs.

Competitive Landscape of the China Domestic Premium E-commerce Logistics Market
The premiumization of China’s domestic e-commerce market has called for high-quality
e-commerce logistics, which requires higher investments in physical network, operational

capabilities and technologies, resulting in a more concentrated market. According to CIC,

Cainiao is China’s third-largest premium e-commerce logistics company by revenue in 2022.
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Ranking of China’s Premium E-commerce Logistics Companies,
in Terms of Revenue, 2022

Ranking Company Name Market Share (%)

1 Company E® 35.7%

2 Company F? 20.0%
s Camiao 4w
ffffff s CompmyB a2

5 Company G® 2.0%

Source: CIC

Notes:

(1)  Company E is a logistics company founded in China. It offers supply chain solutions and logistics services.
It is a subsidiary of a supply chain-based technology and service provider and a publicly-listed company.

(2) Company F is a logistics company founded in China. It offers express delivery, freight transportation,
international freight forwarding and supply chain solutions. It is a publicly-listed company.

(3)  Company G is a logistics company founded in China. It mainly offers supply chain solutions for bulky items
and other consumers goods. It is a subsidiary of a white goods company.

CHINESE E-COMMERCE LOGISTICS COMPANIES ARE WELL POSITIONED TO
CAPTURE THE POTENTIAL OF THE GLOBAL E-COMMERCE LOGISTICS
MARKET

Further to the continued developments of cross-border and domestic e-commerce
logistics, the global e-commerce logistics market is poised to enter the next growth stage.
Industry trends, including the restructuring of global supply chains and the transformation of
the global e-commerce landscape, are driving the need for overseas local and global-to-global
logistics that are well-connected to cross-border and local logistics networks.

Leading Chinese e-commerce logistics companies with strong global end-to-end
capabilities are well positioned to participate in and drive the evolution and growth of the
global e-commerce logistics market. In particular, China domestic, cross-border and overseas
local businesses can create synergies and fly-wheel effects across different segments and give

such companies compounding competitive advantages for continued success.

Leading Chinese e-commerce logistics companies are expected to continue to strengthen
their e-commerce fulfillment capabilities in the complex China market characterized by
substantial inbound and outbound parcel flows. For example, Chinese e-commerce logistics
companies can provide faster and more cost-effective cross-border logistics solutions,
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encompassing a wider range of product categories and SKUs. This lays a foundation for further
transitioning and scaling up on the global stage. Such competitive edge is crucial for the
cross-border logistics segment, which presents a significant barrier to entry due to its long and
complex value chain.

For Chinese e-commerce logistics companies who have established cross-border networks
and substantial cross-border volume, they will benefit from such robust base for rapid,
cost-effective global expansion. Logistics companies with established global end-to-end
networks and control over critical nodes are well positioned to further develop local delivery
capabilities in destination countries. The combination of global reach and local expertise is
expected to lay solid groundwork for further expansion to both local-to-local and global-to-
global markets.

SOURCE OF INFORMATION

We commissioned CIC, an independent market research and consulting firm, to conduct
detailed research and analysis of global logistics market and other related economic data and
prepare a market research report (“CIC Report”). CIC, founded in Hong Kong, provides
professional services including, among others, industry consulting, commercial due diligence
and strategic consulting. We have agreed to pay a fee of RMB1.25 million to CIC in connection
with the preparation of the CIC Report. We are of the view that the payment of such fee does
not impair the fairness of the conclusions drawn in the CIC Report. We have extracted certain
information from the CIC Report in this section, as well as in the sections headed “Summary”,
“Risk Factors”, “Our Business”, “Financial Information” and elsewhere in this document to
provide our potential [REDACTED] with a more comprehensive presentation of the industry
in which we operate.

During the preparation of the CIC Report, CIC performed both primary and secondary
research, and obtained knowledge, statistics, information on and industry insights into the
global logistics market and other related economic data. Primary research involved
interviewing key industry experts and leading industry participants. Secondary research
involved analyzing data from various publicly available data sources. The CIC Report was
compiled based on the following assumptions: (1) the overall social, economic, and political
environment is expected to remain stable during the forecast period; (2) certain key industry
drivers, including the development of global and China’s e-commerce and e-commerce
logistics markets, increasing demand for omni-channel logistics solutions from merchants, and
the development of technology, among others, are likely to continue to drive market growth
during the forecast period; and (3) there is no extreme force majeure or unforeseen industry
regulations in which the market may be affected in either a dramatic or fundamental way. All
forecasts in relation to market size are based on the general economic conditions as of the
Latest Practicable Date. For currency translations, the average foreign exchange rate published
by the National Bureau of Statistics each year is used for historical periods, while the foreign
exchange rate as of June 30, 2023 is used for forecast periods.

We confirm that after taking reasonable care, there has been no adverse change in the

market information since the date of the report prepared by CIC which may qualify, contradict
or have an impact on the information set forth in this section in any material respect.
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We operate in an increasingly complex legal and regulatory environment and primarily
offer logistics services and supply chain solutions globally. As such, we and our logistics
partners are subject to a variety of laws, rules and regulations across a number of aspects of
our business. As we have expanded our operations to other countries, we have become
increasingly subject to applicable regulations in these jurisdictions. This section primarily
summarizes the principal PRC laws, rules and regulations relevant to our business and
operations, because the PRC remains the country where we conduct the majority of our
business and generate the majority of our revenues. Other jurisdictions where we conduct
business have their own laws and regulations that cover many of the areas covered by PRC
laws and regulations, but their focus, specifics and approaches may differ considerably. Areas
in which we are subject to laws, rules and regulations outside of the PRC include consumer
protection, customs clearance, taxation, anti-monopoly and anti-unfair competition, as well as
privacy and data protection. We may also increasingly become subject to additional legal and
regulatory compliance requirements as well as political and regulatory challenges, including
scrutiny on data privacy and security and anti-money laundering compliance, on national
security grounds or for other reasons, in foreign countries in which we conduct business or
investment activities. See “Risk Factors — Risks Related to Our Industry and Business — We
are subject to a broad range of laws and regulations, and future laws and regulations may
impose additional requirements and other obligations that could materially and adversely affect
our business, financial condition and results of operations, as well as the [REDACTED] of our
Shares.”

REGULATION OF FOREIGN INVESTMENT

In March 2019, the National People’s Congress promulgated the PRC Foreign Investment
Law ( (3 ANRILABIAMHIE D) ) (the “2019 PRC Foreign Investment Law”), which
became effective as of January 2020. Pursuant to the 2019 PRC Foreign Investment Law,
“foreign investments” refer to investment activities conducted by foreign investors directly or
indirectly in the PRC, which include any of the following circumstances: (i) foreign investors
setting up foreign-invested enterprises in the PRC solely or jointly with other investors, (ii)
foreign investors obtaining shares, equity interests, property portions or other similar rights
and interests of enterprises within the PRC, (iii) foreign investors investing in new projects in
the PRC solely or jointly with other investors, and (iv) investment of other methods as
specified in laws, administrative regulations, or as stipulated by the State Council.

According to the 2019 PRC Foreign Investment Law and its implementing rules, China
adopts a system of pre-entry national treatment plus negative list with respect to foreign
investment administration, and the negative list will be proposed by the competent investment
department of the State Council in conjunction with the competent commerce department of the
State Council and other relevant departments, and be reported to the State Council for
promulgation, or be promulgated by the competent investment department or competent
commerce department of the State Council after being reported to the State Council for
approval. Foreign investment beyond the negative list will be granted national treatment.
Foreign investors shall not invest in the prohibited industries as specified in the negative list,
while foreign investment must satisfy certain conditions stipulated in the negative list for
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investment in the restricted industries. The current industry entry clearance requirements
governing investment activities in the PRC by foreign investors are set out in two categories,
namely the Negative List ( CHMEiH&EEARFAIE B (& RIS #) (202145 /) ) and the
Encouraged Industry Catalogue for Foreign Investment (2022 version) ( (S5t EEEH
$k(20224FfR)) ) (the 2022 Encouraged Industry Catalogue”), both of which were
promulgated by the National Development and Reform Commission of the PRC, or the NDRC,
and the Ministry of Commerce of the PRC, or the MOFCOM, and took effect in January 2022
and January 2023 respectively. Industries not listed in these two categories are generally
deemed “permitted” for foreign investment unless otherwise restricted by other PRC laws. Our
PRC subsidiaries mainly engage in providing logistics services and solutions to merchants and
brands, e-commerce platforms, consumers and logistics companies, all of which fall into the
encouraged or permitted category. These PRC subsidiaries have obtained all material approvals
required for their business operations. The Negative List does not apply to our subsidiaries that
are registered and domiciled in Hong Kong, the British Virgin Islands or the Cayman Islands,
and operate outside of Chinese Mainland. Industries such as value-added telecommunications
services, including Internet information services, are generally restricted to foreign investment
pursuant to the Negative List. We conduct business operations that are restricted or prohibited
to foreign investment through our variable interest entity.

In December 2020, the NDRC and MOFCOM promulgated the Foreign Investment
Security Review Measures ( {AMFE % 2FF &) ), which took effect in January 2021.
Under the Foreign Investment Security Review Measures, foreign investments in military,
national defense-related areas or in locations in proximity to military facilities, or foreign
investments that would result in acquiring the actual control of assets in certain key sectors,
such as critical agricultural products, energy and resources, equipment manufacturing,
infrastructure, transport, cultural products and services, IT, Internet products and services,
financial services and technology sectors, are required to obtain approval from designated
governmental authorities in advance. Although the term “actual control” is not clearly defined
under the Foreign Investment Security Review Measures, it is possible that control through
contractual arrangement may be regarded as a form of actual control and therefore requires
approval from the competent governmental authority. As the Foreign Investment Security
Review Measures does not clearly define the term, we cannot rule out the possibility that
control through contractual arrangement may be regarded as a form of actual control and
therefore require approval from the competent governmental authority.
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REGULATION OF EXPRESS DELIVERY SERVICES

The PRC Postal Law ( (3 A\ RILFEEETEL) ), which took effect in January 1987
and was most recently amended in 2015, sets forth the fundamental rules on the establishment
and operation of an express delivery company. According to the PRC Postal Law, an enterprise
that operates and provides express delivery services is required to obtain a Courier Service
Operation Permit. Pursuant to the PRC Postal Law, “delivery” refers to delivery of letters,
parcels, printed materials and other items to specific individuals or entities according to the
names and addresses on the envelopes or packages, including mail acceptance, sorting,
transportation, delivery, and “express delivery” refers to rapid mail “delivery” within a
specified time limit.

The PRC Postal Law also requires that a company operating express delivery services
must apply for and obtain the Courier Service Operation Permit prior to applying for its
business license. Pursuant to the Administrative Measures on Courier Service Operation
Permits ( (PREZEFLE Tl EHHHL) ), which was promulgated by the Ministry of
Transport in September 2009 and most recently amended in November 2019, any entity
engaging in express delivery services is required to obtain a Courier Service Operation Permit
from the State Post Bureau or its local counterpart and is subject to their supervision and
regulation. The express delivery business must be operated within the permitted scope and the

valid term of the Courier Service Operation Permit.

In March 2018, the State Council promulgated the Provisional Regulations for Express
Delivery ( {BRAEE17#41) ), which came into effect in May 2018 and was amended in March
2019. These Regulations reiterate that a company operating express delivery services must
obtain the Courier Service Operation Permit and sets forth specific rules and security
requirements for express delivery operations. Express delivery operators and their branches
may open express delivery terminal outlets which are required to file with the local post
administrations in the places where they are located for record within 20 days from the date
of opening their express delivery terminal outlets. The delivery terminal outlets are not
required to obtain a business license. Where an express delivery service operator fails to file
with the local post administrations for opening their express delivery terminal outlets, such
express delivery service company may be ordered to make corrections, imposed a fine up to
RMB50,000 and/or ordered to suspend business for rectification. In case an express delivery
service company intends to suspend operating express delivery services, it shall (i) make public
announcement ten days in advance, (ii) submit a written notice to the postal administrative
departments, (iii) return the Courier Service Operation Permit and (iv) make proper
arrangement on undelivered express parcels. Failure to comply with such requirements may
result in orders of making corrections, fine up to RMBS50,000 and/or orders of suspension of
business for rectification. According to the Provisional Regulations for Express Delivery,
express delivery operators shall also verify the identity of senders and register their identity
information when receiving express parcels. Where senders refuse to furnish their identity
information or furnish false identity information, express delivery operators shall not receive
their express parcels. According to the Provisional Regulations for Express Delivery, the PRC
Postal Law and the Anti-Terrorism Law ( (24 £581%) ), if any express delivery operator
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fails to verify the identity of senders and registers their identity information, or identifies that
the senders provide false identity information, but still receives the express parcels, such
express delivery operator may be subject to a fine up to RMB500,000 or be ordered to suspend
business operation until cancellation of its Courier Service Operation Permit, and the personnel
directly in charge and other persons directly liable may be subject to a fine up to RMB100,000.
The Provisional Regulations for Express Delivery also indicate that two or more express
delivery operators may use a unified trademark, corporate name or express waybill to conduct
the express delivery business. The express delivery operators shall enter into a written
agreement to define their respective rights and obligations, carry out unified management of
service quality, safety guarantee and business process, and provide unified express mail
tracking, inquiry and complaint handling services for clients. Where the legitimate rights and
interests of any client have been jeopardized due to the delay, missing, damage or shortage of
express parcels, the client may request the express delivery operator to which the trademark,
corporate name or express waybill belongs to offer compensation, or request the actual express
delivery provider to pay compensation.

Filing with the postal administrative department is required where an express delivery
company sets up branches. The requirements for the establishment of a branch of express
delivery company are specified in the Administrative Measures for Courier Service Market
( CHOETTSE L) ) (the “Courier Market Measures”), which was promulgated by the
Ministry of Transport in January 2013. The Courier Market Measures stipulates that where any
express delivery company establishes its branches or business departments, it must register
with the local counterpart of the SAMR, where such branches or business departments are
located, by submitting its Courier Service Operation Permit and a list of its branches and, such
branches or business departments must, within 20 days after they obtain their relevant business
licenses, file with the local postal administrative department. The PRC Postal Law stipulates
that if an express delivery company fails to complete such required filing with the relevant
governmental authority, it may be ordered to rectify and to pay general fines up to RMB10,000.
If the non-compliance situations are severe, a fine up to RMB50,000 can be imposed, and the
violator may face suspension of its business operation before completing the rectification. State
Post Bureau and the Ministry of Transport publicly solicited opinions on Administrative
Measures for Courier Service Market (Revised Draft For Comments) ( CERIETT 554 FEHEHE (15
FIHE ) (HCKE RAR)) ) in January 2022, which provides that an express delivery company
must complete the registration with the local counterpart of SAMR within 20 days for its
branches after it filed with the local postal administrative department for such branches,
otherwise the filing with local postal administrative department will be revoked, while
stipulating other operation requirements with respect to services standards, operation safety,
and personal information protection, among others.

Enterprises engaged in express delivery services other than China Post and their wholly
owned and/or controlled enterprises that provide postal services (the “Postal Enterprise”),
may not engage in letters delivery business which are exclusively operated by Postal
Enterprise, and may not deliver any official documents of state authorities. The express
delivery business must operate within the permitted scope and under the valid terms of the
Courier Service Operation Permit. The Courier Service Operation Permit is valid for 5 years
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upon its issuance and the holder of such permit has an annual reporting obligation. The Circular
on Implementing the Administrative Measures for the Courier Market and Strengthening the
Administration of Courier Service Operations (< B 1UE i< PR 7 58 B> fin 5 L aE
B IE B LAY EN) ), which was issued by the State Post Bureau in February 2013,
further clarify that the postal administrative department must examine whether an entity
operates express delivery service within the permitted business scope and geographic scope of
its Courier Service Operation Permit, and the geographic examination must be carried out
down to the level of cities that may be divided into districts. Pursuant to the Courier Market
Measures, failure to conduct express delivery services within the permitted operation scopes
would subject the express delivery company to a correction order by the postal administrative
department and a fine up to RMB30,000. Moreover, in accordance with the Administrative
Measures on Courier Service Operation Permits, an enterprise engaged in express delivery
services must submit an annual report on its Courier Service Operation Permit with the postal
administrative authority which issued its Courier Service Operation Permit prior to April 30 of
the next each year. Where an express delivery service company fails to submit its annual report
to the relevant postal administrative authority in a timely manner, it may be ordered by the
postal administrative authorities to make correction, and may be subject to a fine up to
RMB10,000. Where an express delivery service company conceals any facts or commits fraud
in its annual report, such express delivery service company may be ordered by the postal
administrative authorities to make correction and imposed a fine up to RMB30,000.

Pursuant to the Risk Assessment and Reporting for Major Operation and Management
Issues of Courier Enterprise Headquarters (Trial) (R b 3 4850 55 A 488 4 20 < TE Jal g A
F 5 il BE (5447)) ), which was issued by the State Post Bureau in October 2020, the
headquarters of a courier enterprise must submit a report within 3 days after making a major
decision on business that may cause an impact on the nationwide postal industry, including but
not limited to nationwide price adjustment, capital reduction, dissolution and bankruptcy, to the
State Post Bureau. Where it fails to submit the report to the postal administration authorities
in a timely manner, such courier enterprise may be ordered to make correction, and it may be
subject to a fine up to RMB100,000, suspension of business operation and cancellation of its

Courier Service Operation Permit.

According to the Courier Market Measures, if any express delivery service is carried out
through franchise, both the franchisees and franchisors must obtain the Courier Service
Operation Permit and any franchisee must run its franchise business within franchisors’
licensed scopes. The franchisees and franchisors must enter into written agreements providing
the rights and obligations of both parties and the liabilities of both parties in case of any
violation of the legal rights and interests of the users of express delivery services. Any
franchisee or franchisor failing to obtain the Courier Service Operation Permit or any
franchisee failing to run its franchise business within franchisors’ licensed scopes would be
subject to a correction order by the relevant postal administrative authority and a fine up to
RMB30,000.
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Companies engaged in express delivery service must establish and implement a system
for the examination of parcels or articles received for delivery. Pursuant to the PRC Postal Law
and Measures for the Supervision and Administration of Postal Security in the Postal Industry
( CERBEFFIRL 2 BB HHEL) ) issued by the Ministry of Transport in January 2020,
which became effective in February 2020, express delivery companies must examine the postal
articles so as to inspect whether the postal articles are prohibited or restricted from express
delivery. Express delivery companies must also examine whether the names, nature and
quantity of the postal articles are consistent with delivery form. According to the PRC Postal
Law, any failure to establish or implement such inspection system, or any unlawful acceptance
or delivery of prohibited or restricted parcels/articles may result in the sanctions to the
in-charge persons bearing direct responsibility and other persons subject to direct liability of
the express delivery companies and the suspension of the company’s business operation for
rectification or even cancellation of its Courier Service Operation Permit, being compelled to
make corrections and being imposed a fine up to RMBS5,000.

Pursuant to the E-commerce Law of the PRC ( {¥F3EANRILAMEE FREEE) )
promulgated by Standing Committee of the National People’s Congress, which took effect in
January 2019, e-commerce businesses are subject to certain requirements, including but not
limited to the following: while handing over commodities, express logistics service providers
shall remind consignees to examine the commodities immediately on the spot; where the
commodities are received by others for consignees, such providers shall obtain the consent of
consignees. Express logistics service providers shall use environmental-friendly packaging
materials in accordance with the relevant provisions in an effort to reduce the consumption of
and recycle packaging materials. While offering express logistics services, the providers
thereof may agree to be entrusted by e-commerce operators to collect payments for goods. The
operation of our business is subject to E-commerce Law of the PRC. If our express delivery
services are not in compliance with the law, we may be required to make certain rectifications.

In accordance with the Measures for Administration of Packaging of Mails and Express
Mails ( CERAFPARE A #HHE) ), which was promulgated by the Ministry of Transport in
February 2021 and came into effect in March 2021, express delivery companies shall prioritize
the use of recyclable materials for packaging parcels, optimize the design of express packaging
and reduce the use of filling materials, and may not use non-degradable plastic materials.
Where an express delivery company uses packaging that is not in compliance with the law, or
uses a toxic substance as filling material, it would be subject to a correction order by the postal
administration authority; if the express delivery company fails to make corrections within a
time limit, it would be subject to fines up to RMB10,000. Express delivery companies shall
formulate and revise their own packaging operation regulations, and make filings in
accordance with the regulations of the postal administration authorities of the State Council.
If an express delivery company fails to formulate packaging operation regulations or to file
with the State Council, such express delivery company may be compelled to make corrections
with a time limit, and be imposed a fine up to RMB10,000.
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REGULATION OF ROAD TRANSPORTATION

Pursuant to the Regulations on Road Transportation of the PRC ( {1 #E A R LA B 75 %
#iEA{]) ) promulgated by the State Council in April 2004 and most recently amended in
July 2023, and the Provisions on Administration of Road Freight Transportation and Stations
(Sites) ( CGEM B LG5 EHBE) ) (the “Road Freight Provisions™”) issued by the
Ministry of Transport in June 2005 and most recently amended in September 2022, the business
operations of road freight transportation refer to commercial road freight transportation
activities that provide public services. The road freight transportation includes general road
freight transportation, special road freight transportation, road transportation of large articles,
and road transportation of hazardous cargos. Special road freight transportation refers to
freight transportation using special vehicles with containers, refrigeration equipment, or tank
containers, etc. The Road Freight Provisions set forth detailed requirements with respect to
vehicles and drivers.

Under the Road Freight Provisions, anyone engaged in the business of operating road
freight transportation must obtain a Road Transportation Operation Permit from the local
county-level road transportation administrative bureau, and each vehicle used for road freight
transportation must have a Road Transportation Certificate from the same authority. The
incorporation of a subsidiary of road freight transportation operator that intends to engage in
road transportation business is subject to the same approval procedure. If it intends to establish
a branch, it should file with the local road transportation administrative bureau where the
branch is to be established. Pursuant to the Notice on the Cancelation of the Road
Transportation Operation Permit and the Driver Qualification Certificate for Ordinary Freight
Vehicles with a Total Mass of 4.5 Tons or Less ( 54 %y 5 HE /- 2 BE 7 B 488 4. SME K
DTS 82 7 oA i R B I B SE AR B IV AT) ) promulgated by the Ministry of
Transport, which took effect in January 2019, local transportation management departments
will no longer issue Road Transportation Operation Permit for ordinary freight vehicles with
a total mass of 4.5 tons or less, and shall not impose administrative penalties on such vehicles
and drivers for the reasons of operating without permits and driving freight transportation
vehicles without corresponding qualification certificates.

Although the Road Transportation Operation Permits have no limitation with respect to
geographical scope, several provincial governments in China, including Shanghai and Beijing,
promulgated local rules on administration of road transportation, stipulating that permitted
operators of road freight transportation registered in other provinces should also make
record-filing with the local road transportation administrative bureau where they carry out
business.
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REGULATION OF CARGO VEHICLES

Pursuant to the Administrative Provisions concerning the Running of Cargo Vehicles with
Out-of-Gage Goods ( Hi PR HHRHATE A B FIRBIE) ) promulgated by the Ministry of
Transport, which took effect in September 2016 and was most recently amended in August
2021, cargo vehicles running on public roads shall not carry cargo weighing more than the
limits prescribed by this regulation and their dimensions shall not exceed those as set forth by
the same regulation. Vehicle operators who violate this regulation may be subject to a fine up
to RMB30,000 for each violation. In the event of repeated violations, the regulatory authority
may suspend the operating license of the vehicle operator and/or revoke the business operation
registration of the relevant vehicle. In the event more than 10% of the total vehicles of any road
transportation enterprise are not in compliance with this regulation in any year, such road
transportation enterprise shall suspend its business for rectification and its road transportation
license may be revoked.

REGULATIONS OF VALUE-ADDED TELECOMMUNICATION SERVICES

Under the Telecommunications Regulations of the PRC ( {3 A\ RILFNEH BA5 e H1) )
(the “Telecommunications Regulations”) promulgated in September 2000 by the State
Council and most recently amended in February 2016, a telecommunications service provider
in China must obtain an operating license from the Ministry of Industry and Information
Technology of the PRC; or the MIIT, or its provincial counterparts. The Telecommunications
Regulations categorize all telecommunications services in China as either basic
telecommunications services or value-added telecommunications services. The Administrative
Measures for Telecommunications Business Operating License, promulgated by the MIIT in
September 2017, set forth more specific provisions regarding the types of licenses required to
operate value-added telecommunications services, the qualifications and procedures for
obtaining the licenses and the administration and supervision of these licenses.

Foreign investment in telecommunications businesses is governed by the State Council’s
Administrative Rules for Foreign Investment in Telecommunications Enterprises ( {#ME{ &
EEEEMHE) ) (the “Foreign Investment Telecommunications Rules”), which was
amended in March 2022 and became effective in May 2022. According to the amended Foreign
Investment Telecommunications Rules, a foreign investor’s beneficial equity ownership in an
entity providing value-added telecommunications services in China is generally not permitted
to exceed 50% unless otherwise allowed by the competent PRC governmental authorities. In
addition, the revised Foreign Investment Telecommunications Rules no longer require major
foreign investors holding equity in enterprises providing value-added telecommunications
services in China to have a good track record and operational experience in providing these
services, but the PRC governmental authorities have not promulgated the relevant
implementation rules. Based on the Notice regarding the Strengthening of Ongoing and Post
Supervision of Foreign Invested Telecommunication Enterprises ( (B N5 414 & Fa 5 4
EEPHEFZEENMEA) ) issued by the MIIT in October 2020, foreign invested
telecommunications enterprises will no longer be subject to the requirement for prior MIIT
approval. Nonetheless, these enterprises still need to submit the relevant materials to the MIIT
to apply for new telecommunications operating permits or amended permits.
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Although the Negative List allows foreign investors to hold more than 50% equity
interests in a value-added telecommunications service provider engaging in e-commerce,
domestic multi-party communications, or storage-and-forward and call center businesses, other
requirements provided by the amended Foreign Investment Telecommunications Rules shall
still apply.

The Ministry of Information Industry, now known as the MIIT’s Notice Regarding
Strengthening Administration of Foreign Investment in Operating Value-Added
Telecommunications Businesses ( CBHFANNGE SN & 48 0 (B A5 L E TR EN) ) (the
“MIIT Notice”) issued in July 2006 prohibits holders of these service licenses from leasing,
transferring or selling their licenses in any form, or providing any resource, site or facility, to
any foreign investors intending to conduct this type of business in China. In addition to
restricting dealings with foreign investors, the MIIT Notice contains a number of detailed
requirements applicable to holders of value-added telecommunications service licenses,
including that license holders or their shareholders must directly own the domain names and
trademarks used in their daily operations and each license holder must possess the necessary
facilities for its approved business operations and maintain its facilities in the regions covered
by its license, including maintaining its network and providing Internet security in accordance
with the relevant regulatory standards. The MIIT or its provincial counterparts have the power
to require corrective actions after they discover any non- compliance by license holders, and
where license holders fail to take those steps, the MIIT or its provincial counterparts have the
power to revoke the value-added telecommunications service licenses.

In December 2016, the MIIT promulgated the Notice on Regulating Telecommunications
Services ~ Agreement  Matters ( BRI B TE A5 AR Wh el A B S TR A3 0D ) (the
“Telecommunications Services Agreement Notice”), which came into effect in February
2017. According to the Telecommunications Services Agreement Notice, telecommunications
service providers must require their users to present valid identification certificates and verify
the users’ identification information before provision of services. Telecommunications service
providers are not permitted to provide services to users with unverifiable identity or users who
decline to proceed with identity verification.

REGULATIONS OF INTERNATIONAL FREIGHT FORWARDING

Administrative Provisions on International Freight Forwarders of the PRC ( {3 A &1k
R 1 [ P A SR PR ) ) promulgated in 1995 and its detailed rules issued in
2004 regulate the business of international freight forwarding. According to the provisions and
its detailed rules, the minimum amount of registered capital must be RMBS5 million for an
international freight forwarder by sea, RMB3 million for an international freight forwarder by
air and RMB2 million for an international freight forwarder by land or for an entity operating
international express delivery services. An international freight forwarder must, when each
time applying for setting up a branch, increase its registered capital (or the excess amount over
its minimum registered capital) by RMBS500,000. Under the Measures on Filing of
International Freight Forwarders (Interim) ( (BB &E A EMECE1T)PHE) ) announced
in March 2005 and amended in August 2016, all international freight forwarders and their
branches registered with the SAMR must be filed with the MOFCOM or its authorized organs.
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REGULATION OF INTERNET SECURITY

The Decision in Relation to Protection of Internet Security (<B4 B A9 22 2 ) P
JE) ) enacted by the Standing Committee of the National People’s Congress in December
2000, as amended in August 2009, provides that the following activities conducted through the
Internet, if constitutes a criminal act under PRC laws, are subject to criminal punishment:

. gaining improper entry into a computer or system of strategic importance;
. disseminating politically disruptive information or obscenities;

. leaking state secrets;

. spreading false commercial information;

. infringing intellectual property rights.

The Administrative Measures on the Security Protection of Computer Information
Network with International Connections ( {FIFEAE(E B A4S B BRI 4H 20 2 AR A B ),
issued by the Ministry of Public Security on December, 1997 and amended in January 2011,
prohibit the use of the Internet in a manner that would result in the leakage of state secrets or
the spread of socially destabilizing content. The Provisions on Technological Measures for
Internet Security Protection ( CEIHH %2 {R#ERMIE MR E) ), promulgated in December
2005 by the Ministry of Public Security require all Internet service providers to keep records
of certain information about their users (including user registration information, log in and log
out time, IP address, content and time of posts by users) for at least 60 days and submit the
above information as required by laws and regulations. Under these measures, value-added
telecommunications services license holders must regularly update information security and
content control systems for their websites and must also report any public dissemination of
prohibited content to local public security authorities. If a value-added telecommunications
services license holder violates these measures, the Ministry of Public Security and the local

security bureaus may revoke its operating license and shut down its websites.

The Administrative Measures for the Hierarchical Protection of Information Security
( B EL2EHEE L) ) promulgated by the Ministry of Public Security, the State
Secrecy Bureau, the State Cipher Code Administration and the Information Office of the State
Council on June 22, 2007, divide the security protection of information systems into five
grades based on the degree of harm caused by the destruction of the information system to the
legitimate rights and interests of citizens, legal persons and other organizations, social public
order and public interests and the national security and require the operators of information
systems ranking Grade II or above to file an application with the local competent public
security authorities within 30 days since the date when its security protection grade is

determined or its information system is put into operation.
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Internet security in China is also regulated and restricted from a national security
standpoint. In July 2015, the Standing Committee of the National People’s Congress
promulgated the PRC National Security Law ( {*#E A\ RILFIE K %4 15) ) (the “National
Security Law”), which took effect on the same date and replaced the former National Security
Law promulgated in 1993. According to the National Security Law, the state shall ensure that
the information system and data in important areas are secure and controllable. In addition,
according to the National Security Law, the state shall establish national security review and
supervision institutions and mechanisms, and conduct national security reviews of key
technologies and IT products and services that affect or may affect national security.

In November 2016, the Standing Committee of the National People’s Congress
promulgated the Cybersecurity Law, which came into effect in June 2017, and applies to the
construction, operation, maintenance and use of networks as well as the supervision and
administration of cybersecurity in China. The Cybersecurity Law defines “networks” as
systems that are composed of computers or other information terminals and relevant facilities
used for the purpose of collecting, storing, transmitting, exchanging and processing

1]

information in accordance with certain rules and procedures. “Network operators,” who are
broadly defined as owners and administrators of networks and network service providers, are
subject to various security protection-related obligations including, among others, security
protection, user identity verification, cybersecurity emergency response planning and technical

assistance.

According to the Cybersecurity Law, network products and service providers must inform
users about and report to the relevant authorities any known security defects and bugs, and
must provide continuous security maintenance services for their products and services.
Network products and service providers shall not contain or provide malware. Network service
providers who do not comply with the Cybersecurity Law may be subject to fines, suspension
of their businesses, shutdown of their websites, and revocation of their business licenses. In
addition, the Cybersecurity Law provides that personal information and important data
collected and generated by operators of critical information infrastructure in the course of their
operations in the PRC should be stored in the PRC, and the law imposes heightened regulation

and additional security obligations on operators of critical information infrastructure.

In addition, the PRC Anti-Telecom and Online Fraud Law ( CHREE N R ILANE e A5 4 46
#EBRE) ) was promulgated by the Standing Committee of the National People’s Congress in
September 2022 and came into effect in December 2022. In order to prevent and curb the
telecom and online fraud, the Anti-Telecom and Online Fraud Law reiterates, among others,
Internet service providers to obtain real identity information of users before providing certain
services including information and software distribution services, etc.

In July 2021, the State Council promulgated the Regulations on Security Protection of
Critical Information Infrastructure ( (B85S ILBERIEL 2REMRP]) ), effective as of
September 2021, which provide that a “critical information infrastructure” refers to an
important network facility and information system in important industries such as public
communications and information services, as well as other important network facilities and
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information systems that may seriously endanger national security, national economy, people’s
livelihood, or public interests in the event of their damage, loss of function, or data leakage.
The competent governmental authorities and supervision and management authorities of the
aforementioned important industries will be responsible for (i) identification of critical
information infrastructures in their respective industries in accordance with relevant
identification rules, and (ii) promptly notifying the identified operators and the public security
department of the State Council of the identification results.

In April 2020, the CAC, the NDRC, the MIIT, and several other governmental authorities
jointly issued the Measures for Cybersecurity Review ( (&L E2FEIL) ) (the
“Cybersecurity Review Measures™), which came into effect in June 2020. According to the
Cybersecurity Review Measures, the purchase of cyber products and services mainly including
core network equipment, high-performance computers and servers, mass storage devices, large
databases and application software, network security equipment, cloud computing services,
and other products and services that have an important impact on the security of critical
information infrastructure which affects or may affect national security is subject to
cybersecurity review by the Cybersecurity Review Office. In December 2021, the CAC,
together with certain other PRC governmental authorities, promulgated the Revised
Cybersecurity Review Measures which replaced the then-effective version and took effect in
February 2022. According to the Revised Cybersecurity Review Measures, operators of critical
information infrastructure who purchase network products and services and network platform
operators who carry out data processing activities that affect or may affect national security
shall be subject to cybersecurity review. In addition, network platform operators with personal
information of over one million users must apply for a cybersecurity review before listing
abroad. Relevant competent governmental authorities may also initiate cybersecurity review if
they determine certain network products, services or data processing activities affect or may
affect national security. Article 10 of the Revised Cybersecurity Review Measures also sets out
certain general factors that are the focus in assessing the national security risk in a
cybersecurity review, including (i) the risks of critical information infrastructure being
illegally controlled by any individual or organization or subject to interference or destruction;
(ii) the harm caused by the disruption of the supply of the product or service to the continuity
of critical information infrastructure business; (iii) the security, openness, transparency and
diversity of sources of the product or service, the reliability of supply channels, and risks of
supply disruption due to political, diplomatic, trade and other factors; (iv) compliance with
PRC laws, administrative regulations and department rules by the provider of the product or
service; (v) the risk of core data, important data or a large amount of personal information
being stolen, leaked, damaged, illegally used, or illegally transmitted overseas; (vi) the risk
that critical information infrastructure, core data, important data or a large amount of personal
information for a listing being affected, controlled, and maliciously used by foreign
governments, as well as network information security risks; and (vii) other factors that may
endanger the security of critical information infrastructure, cybersecurity and data security.

Furthermore, in November 2021, the CAC promulgated Draft Regulations on Network
Data Security Management ( (HE#&8E L 25 MGFI(BORE WF)) ) (the “Draft Cyber
Data Security Regulations™) for public comments, pursuant to which, data processors shall
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apply for cybersecurity review if they engage in (i) merger, reorganization or division of
Internet platform operators with significant data resources related to national security,
economic development or public interests that affects or may affect national security; (ii)
overseas listing while processing over one million users’ personal information; (iii) Hong Kong
listing that affects or may affect national security; or (iv) other data processing activities that
affect or may affect national security. The Draft Cyber Data Security Regulations also provide
that operators of large Internet platforms with headquarters, operation centers or R&D centers
overseas shall report to the CAC and relevant authorities. The Draft Cyber Data Security
Regulations further require data processors processing important data or going public overseas
to conduct annual data security self assessment, and submit the data security assessment report
to their respective local branch of the CAC before January 31 each year. Internet platform
operators shall also establish and publish data policies and rules on their websites for user
comments. In addition, data policies and rules and any material amendments thereof of large
Internet platforms with over 100 million daily active users shall be evaluated by a third-party
organization designated by the CAC and approved by the respective local branches of the CAC
and the MIIT. There is no definite timetable as to whether and when this draft will be enacted.
As such, uncertainties exist with respect to the enactment timetable, final content,
interpretation and implementation of such measures.

According to the Administrative Provisions on Security Vulnerability of Network
Products ( A4 2 i Z 2R E BB E) ) jointly promulgated by the MIIT, the CAC and the
Ministry of Public Security, which came into effect in September 2021, network product
providers, network operators as well as organizations or individuals engaging in the network
product security vulnerability discovery, collection, release and other activities shall establish
channels to receive information of security vulnerability of their respective network products
and shall examine and fix such security vulnerability in a timely manner. Network product
providers are required to report relevant security vulnerability of network products with the
MIIT within two days of discovery and provide technical support to network product users.
Network operators shall take measures to examine and fix security vulnerability after
discovering or becoming aware that their networks, information systems or equipment have
security loopholes. According to these provisions, the network product providers and network
operators who fail to perform the aforementioned obligations may be subject to administrative

penalty in accordance with the Cybersecurity Law.

The CAC is responsible for organizing and implementing cybersecurity reviews, while
the competent departments in key industries such as finance, telecommunications, energy and
transport shall be responsible for organizing and implementing security review of cyber

products and services in their respective industries or fields.

In November 2018, the CAC issued the Provisions on Security Assessment of the Internet
Information Services with Public Opinion Attributes or Social Mobilization Capacity ( (EA
B v AL S B B RE D O B AR (S BRI L A FHERE) ), which came into effect in
November 2018. The provisions require providers of Internet information services to conduct
security assessments on their Internet information services if their services include functions
that provide channels for the public to express opinions or have the capability of mobilizing
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the public to engage in specific activities. Providers of Internet information services must
conduct self-assessment on, among other things, the legality of new technology involved in the
services and the effectiveness of security risk prevention measures, and file the assessment
report with the local competent cyberspace administration authority and public security
authority.

In September 2021, the CAC and the SAMR, together with several other governmental
authorities, jointly issued the Guidelines on Strengthening the Comprehensive Regulation of
Algorithm for Internet Information Services ( BRI 58 B3 4815 BB S L 45 G A B 15 25
ZH) ), which provide that relevant regulators shall carry out daily monitoring of data use,
application scenarios and effects of algorithms, and conduct security assessments of algorithm,
and that an algorithm filing system shall be established and classification and hierarchical
security management of algorithms shall be adopted. In December 2021, the CAC, the MIIT,
the Ministry of Public Security and the SAMR jointly promulgated the Algorithm
Recommendation Provisions, which came into effect in March 2022. The Algorithm
Recommendation Provisions implement the classification and hierarchical management of
algorithm recommendation service providers based on various criteria, and stipulate that
algorithm recommendation service providers shall clearly inform users of their provision of
algorithm recommendation services, and properly publicize the basic principles, intentions,
and main operating mechanisms of algorithm recommendation services, and that algorithm
recommendation service providers selling goods or providing services to consumers shall
protect consumers’ rights of fair trade, and are prohibited from carrying out illegal conduct
such as unreasonable differentiated treatment on transaction conditions based on consumers’

preferences, purchasing habits, or such other characteristics.

In addition, the Administrative Provisions on Deep Synthesis of Internet Information
Services ( CHIHAA(E BHRBS R G BUEBIRIZE) ), which took effect in January 2023, impose
obligations on providers, technology supporters and users of deep synthesis technology,
including verification of user identity, implementing measures to protect data security and
personal information, content moderation, labeling content generated using deep synthesis
technology, and conducting security assessment and completing filings for provision of certain

services.

In July 2023, the CAC together with other relevant authorities, released the Interim
Measures on Generative Al Services ( (AN A TR GRS E IR 17 HHE) ), which came
into effect in August 2023 and mainly impose compliance requirements on providers of
generative Al services. According to the Interim Measures on Generative Al Services,
individuals or organizations that provide generative Al services of text, image, audios, videos
and other content shall be responsible as the producers of such network information content
and as the personal information processors to protect any personal information involved.
Providers of generative Al services shall enter into service agreements with users registering
for their generative Al services and shall adopt effective measures to prevent minor users from
over-relying or addicting to generative Al services. In the event where illegal content or users
engaging in illegal activities using generative Al services are discovered, the generative Al
services providers are required to take appropriate measures, including stopping the generation
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of such illegal content and suspending or terminating the provision of services, undergo
rectifications, keep relevant records and report to the competent authority. Any provider of
generative Al services with attribute of public opinions or capable of social mobilization shall
conduct security assessment and complete certain filings in accordance with the Algorithm
Recommendation Provisions. Providers of generative Al services may be subject to penalties
for non-compliance, including warning, public denouncement, rectification orders and
suspension of the provision of relevant services.

REGULATION OF DATA AND PRIVACY PROTECTION

Under the Administrative Measures on Internet Information Services ( (H.BA9(5 ERBS
EILHEE) ), Internet service providers are prohibited from producing, copying, publishing or
distributing information that is humiliating or defamatory to others or that infringes upon the
lawful rights and interests of others. Depending on the nature of the violation, Internet service
providers may face criminal charges or sanctions by PRC public security authorities for these
acts, and may be ordered to temporarily suspend their services or have their licenses revoked.
Under the rules issued by the MIIT, ICPs are also prohibited from collecting any personal user
information or providing any information to third parties without the consent of the user.

The Cybersecurity Law provides an exception to the consent requirement where the
information is anonymous, not personally identifiable and unrecoverable. Network operators
must expressly inform the users of the method, content and purpose of the collection and
processing of user’s personal information and may only collect information necessary for its
services. Network operators are also required to properly maintain the user personal
information, and in case of any leak or likely leak of the user’s personal information, network
operators must take remedial measures immediately and report to relevant competent authority
in accordance with law. The PRC regulatory authorities retain the power and authority to order
network operators to provide an Internet user’s personal information if a user posts any
prohibited content or engages in any illegal activities through the Internet. According to the
Cybersecurity Law, individuals may request that network operators make corrections to or
delete their personal information in case the information is wrong or was collected or used

beyond an individual’s agreement with network operators.

In June 2021, the Standing Committee of the National People’s Congress promulgated the
Data Security Law ( (E#%423%) ) which took effect in September 2021. The Data Security
Law provides for data security and privacy obligations of entities and individuals carrying out
data activities, prohibits entities and individuals in China from providing any foreign judicial
or law enforcement authority with any data stored in China without approval from the
competent PRC authority, and sets forth the legal liabilities of entities and individuals found
to be in violation of their data protection obligations, including rectification order, warning,
fine, suspension of relevant business, and revocation of business permits or licenses. The Data
Security Law also introduces a data classification and hierarchical protection system based on
the importance of data in economic and social development, as well as the degree of harm it
will cause to national security, public interests, or legitimate rights and interests of individuals
or organizations when such data is tampered with, destroyed, leaked, or illegally acquired or
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used, and an appropriate level of protection measures is required to be taken for the respective
categories of data, for example, the processor of important data shall designate the personnel
and management institution responsible for the data security, carry out risk assessment for its
data processing activities and file the risk assessment report with the competent authorities. In
addition, the Data Security Law provides a national security review procedure for those data
activities which may affect national security and imposes export restrictions on certain data and
information.

On May 28, 2020, the National People’s Congress adopted the PRC Civil Code ( (1%
NRFEAIE] R HL) ) (the “Civil Code”), which came into effect on January 1, 2021. Pursuant
to the Civil Code, the personal information of a natural person shall be protected by the law.
Any organization or individual shall legally obtain such personal information of others when
necessary and ensure the safety of such information, and shall not illegally collect, store, use,
process or transmit personal information of others, or illegally provide or disclose personal
information of others. Personal information of natural persons refers to all kinds of information
recorded by electronic or otherwise that can be used to independently identify or be combined
with other information to identify the natural persons’ names, date of birth, ID numbers,
biometric information, addresses, telephone numbers, e-mail addresses, health information,
whereabouts, etc. The Civil Code revised the internet tort liability and further elaborated on
“safe harbour” rule with respect to an internet service provider from both the aspects of notice
and counter notice, including (i) upon receiving notice from the right holder that any network
users infringe on his/her civil rights, promptly adopting necessary protective measures such as
deletion, screening or disconnection of hyperlinks and referring right holders’ notice to
disputed internet user; and (ii) upon receiving counter-notice from the disputed internet user,
referring such counter-notice to the claiming right holder and informing him/her to take other
corresponding measures such as filing complaint with competent authorities or suit with courts.
The Civil Code also provides that where the internet service provider knew or should have
known the infringing acts of the network user but take no necessary measures, it shall be jointly
and severally liable with such internet user.

In August 2021, the Standing Committee of the National People’s Congress promulgated
the Personal Information Protection Law ( {fIAfFEF3#15) ) which took effect in
November 2021. The Personal Information Protection Law requires, among others, that (i) the
processing of personal information should have a clear and reasonable purpose which should
be directly related to the processing purpose, using a method that has the least impact on
personal rights and interests, and (ii) the collection of personal information should be limited
to the minimum scope necessary to achieve the processing purpose to avoid the excessive
collection of personal information.

Different types of personal information and personal information processing will be
subject to various rules on consent, transfer, and security. Entities handling personal
information shall bear responsibility for their personal information handling activities, and
adopt necessary measures to safeguard the security of the personal information they handle.
Otherwise, personal information processors could be subject to liability for their processing
activities, including rectification, or suspension or termination of their provision of their
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services as well as confiscation of illegal income, fines or other penalties. As the Data Security
Law, the Personal Information Protection Law and relevant rules and regulations are constantly
evolving and may be amended from time to time, we may be required to make further
adjustments to our business practices to comply with these laws, rules and regulations.

In the meantime, the PRC regulatory authorities have also enhanced the supervision and
regulation on cross-border data transfer. In July 2022, the CAC promulgated the Measures for
the Security Assessment of Cross-border Data Transmission ( B HH 558 22 254 R ) ),
which came into effect in September 2022 and regulate the security assessment on the
cross-border data transfer by data processor of important data and personal information
collected and generated during operations within the PRC. According to these measures, data
processors will be subject to security assessment conducted by the CAC prior to any
cross-border transfer of data if the transfer involves (i) important data; (ii) personal
information transferred overseas by operators of critical information infrastructure or a data
processor that has processed personal data of more than one million persons; (iii) personal
information transferred overseas by a data processor who has already provided personal data
of 100,000 persons or sensitive personal data of 10,000 persons overseas since January 1 of last
year; or (iv) other circumstances as requested by the CAC. According to the official
interpretation by the official of the CAC, cross-border data transfer activities subject to these
measures include (1) the transmission and storage overseas by data processors of the data
generated during PRC domestic operations, and (2) the access to or use of the data collected
and generated by data processors and stored in the PRC by overseas institutions, organizations
or individuals. Furthermore, any cross- border data transfer activities conducted in violation of
the Measures for the Security Assessment of Cross-border Data Transmission before the
effectiveness of these measures are required to be rectified by end of February 2023.

Another example is that, on February 24, 2023, the Provisions on the Prescribed
Agreement on Cross-border Data Transfer ( {ffl A\f5 B HBHEHE SR HFE) ) (the “Provisions
on Prescribed Agreement”) were promulgated by the CAC, which took effect on June 1, 2023.
The Provisions on Prescribed Agreement attach the prescribed template for cross-border data
transfer agreement that could be used to satisfy one of the conditions for cross-border transfer

of personal information under Article 38 of the Personal Information Protection Law.

In August 2023, the Company has obtained the approval from the CAC for the security
assessment on the cross-border transfer of personal information involved in the scenario
applied by the Company.

The Administrative Provisions on the Security of Personal Information of Express Service
Users ( (FFEMRES Pl AMG B %28 HBIE) ), promulgated by the State Post Bureau in
March 2014 and amended in February 2023, provides for the protection of the personal
information of users of express or express delivery services, and the supervision on the express
operations of postal enterprises and express delivery companies. In accordance with these
provisions, the state postal administrative department and its local counterparts are the
supervising and administering authority responsible for the security of the personal
information of users of express or express delivery services, and postal enterprises and express
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delivery companies must establish and refine systems and measures for the security of such
information. Specifically, express delivery companies must enter into confidentiality
agreements with its employees regarding the information of its clients or users to specify
confidentiality obligations and liabilities for violation thereof.

REGULATION OF CONSUMER PROTECTION

Our online and mobile commerce business is subject to a variety of consumer protection
laws, including the PRC Consumer Rights and Interests Protection Law ( {713 A R 3 H0 [ H
BEMELRTETS) ), as amended and effective as of March 2014, and the Online Trading
Measures, both of which have imposed stringent requirements and obligations on business
operators, including Internet business operators and platform service providers. Failure to
comply with these consumer protection laws could subject us to administrative sanctions, such
as the issuance of a warning, confiscation of illegal income, imposition of a fine, an order to
cease business operations, revocation of business licenses, as well as potential civil or criminal
liabilities.

REGULATION OF MOBILE APPS

In June 2016, the CAC promulgated the Regulations for the Administration of Mobile
Internet Application Information Services ( (F58)H AR FHFRT 5 B RS HBLE) ),
which came into effect in August 2016, requiring mobile app providers to, among other things,
verify the real identities of registered users through mobile phone numbers or other similar
channels; establish and improve procedures for protection of user information; and establish
and improve procedures for information content censorship.

If a mobile app provider violates these regulations, mobile app stores through which the
mobile app provider distributes its apps may issue warnings, suspend the release of its apps,
or terminate the sale of its apps, and/or report the violations to governmental authorities.

In June 2022, the CAC promulgated the revised Regulations for the Administration of
Mobile Application Information Services, which came into effect in August 2022 and replaced
the then effective Administration of Mobile Application Information Services. Pursuant to the
revised Regulations for the Administration of Mobile Application Information Services, mobile
app providers shall comply with relevant provisions on the scope of necessary personal
information when engaging in personal information processing activities and shall not compel
users to agree to non-essential personal information collection or ban users from their basic
functional services due to their refusal of providing unnecessary personal information. In
addition, mobile app providers shall, among other things, verify the real identities of registered
users; establish and improve procedures for protection of user information and information
content censorship, fulfill data security protection obligations and various obligations of
minors’ protection, and shall not induce users to download the applications by illegal methods
or bad information. Furthermore, mobile app providers who launch new technologies,
applications or functions with the attribute of public opinion or the ability of social
mobilization shall conduct security assessment in accordance with the relevant provisions. If
an application provider violates these regulations, application distribution platforms may issue
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warnings, suspend the release of its applications, or terminate the sale of its applications,
and/or report the violations to governmental authorities, and the application provider may be
imposed administrative penalty by the CAC and relevant competent authorities in accordance
with relevant laws and regulations.

Pursuant to the Announcement of Conducting Special Supervision against the Illegal
Collection and Use of Personal Information by Apps ( BB J AppiE i & H S AR A
B HIEAIEA/A15) ), which was issued by the CAC, the MIIT, the Ministry of Public
Security, and the SAMR on January 23, 2019, app operators shall collect and use personal
information in compliance with the Cybersecurity Law and shall be responsible for the security
of personal information obtained from users and take effective measures to strengthen personal
information protection. Furthermore, app operators shall not force their users to make
authorisation by means of default, bundling, suspending installation or use of the app or other
similar means and shall not collect personal information in violation of laws, regulations or
breach of user agreements. Such regulatory requirements were emphasised by the Notice on the
Special Rectification of Apps Infringing upon User’s Personal Rights and Interests ( BB
JRAPPIR % i 7 HE 5 BLIEREIA TAERYIEAN) ) issued by the MIIT on October 31, 2019. On
November 28, 2019, the CAC, the MIIT, the Ministry of Public Security and the SAMR jointly
issued the Methods of Identifying Illegal Acts of Apps to Collect and Use Personal Information
( AppHEIEEBICE M AA NG BAT A5 E L) ). This regulation further illustrates certain
common illegal practices of app operators in terms of personal information protection and
specifies acts of app operators that will be considered as “collection and use of personal
information without users’ consent”.

According to the Provisions on the Scope of Necessary Personal Information Required for
Common Types of Mobile Internet Applications ( < A7 F2 B B 5h 48 e A 72 b 28 M5
SEIEBIZ) ) which became effective as of May 2021, clarifying that necessary personal
information means the personal information necessary for ensuring the normal operation of the
basic functional services of the apps, without which the app cannot perform its basic functional

services.
REGULATIONS OF PRICING

In China, the prices of a very small number of products and services are guided or fixed
by the government. According to the PRC Pricing Law ( ("% ARILABEIEKE) ) (the
“Pricing Law”), business operators must, as required by the government departments in charge
of pricing, mark the prices explicitly and indicate the name, production origin, specifications,
and other related particulars clearly. Business operators may not sell products at a premium or
charge any fees that are not explicitly indicated. Business operators must not conduct unlawful
pricing activities, such as colluding with others to manipulate the market price, providing
fraudulent discounted price information, using false or misleading prices to deceive consumers
to transact, or conducting price discrimination against other business operators. In addition, in
July 2021, the SAMR released the revised draft Provisions on the Administrative Penalties on
Price-related Violations for public comment, which proposed significant penalties, including
fines of up to 10% of revenue during the violation period, suspension of business or revocation
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of business license, for a number of price-related violations, such as below-cost pricing to
squeeze out competitors, price discrimination, manipulation of market prices and fraudulent
pricing. In particular, improper pricing by e-commerce platform operators, including the use of
big data analysis, algorithms or other technologies to conduct differentiated pricing and price
subsidies, may be subject to significant penalties, including fines of up to 5% of prior year’s
revenue, suspension of business and revocation of business license. Failure to comply with the
Pricing Law or other rules or regulations on pricing may subject business operators to
administrative sanctions such as warnings, orders to cease unlawful activities, payment of
compensation to consumers, confiscation of illegal gains, and/or fines. The business operators
may be ordered to suspend business for rectification, or have their business licenses revoked
if the circumstances are severe.

REGULATIONS OF LEASING

We lease properties for our offices, warehouses, sorting centers, pickup and delivery
outlets and other facilities. Pursuant to the Law on Administration of Urban Real Estate of the
PRC ( (Hrafe N\ RILFNEI 3T 55 HozE 2L ) ) which took effect in January 1995 with the
latest amendment in August 2019, which became effective as of January 2020, lessors and
lessees are required to enter into a written lease contract, containing such provisions as the
term of the lease, the use of the premises, rental price, liability for repair, and other rights and
obligations of both parties. Both lessor and lessee are also required to file for registration and
record the lease contract with the real estate administration department. Pursuant to
Administrative Measures for Commodity House Leasing ( {755 EFHEEHAHL) ), if the
lessor and lessee of commodity housing on State-owned land within urban planning zone fail
to go through the registration procedures, both lessor and lessee may be subject to orders to
make correction within a time limit and fines.

According to the Civil Code which took effect in January 2021, the lessee may sublease
the leased premises to a third party, subject to the consent of the lessor. Where the lessee
subleases the premises, the lease contract between the lessee and the lessor remains valid. The
lessor is entitled to terminate the lease contract if the lessee subleases the premises without the
consent of the lessor. In addition, if the ownership of the leased premises changes during the
lessee’s possession in accordance with the terms of the lease contract, the validity of the lease
contract shall not be affected.

Pursuant to the Civil Code, if the mortgaged property has been leased and transferred for
occupation prior to the establishment of the mortgage right, the original tenancy shall not be
affected by such mortgage right. According to the Interpretation of the Supreme People’s Court
on Several Issues concerning the Application of Law in the Trial of Cases about Disputes Over
Lease Contracts on Urban Buildings (2020 version) ( (e A R BB ke 5 R E A
[Fi] 44 &3 58 4 EL R P A T BRI (202015 1E) ) ), which took effect in January 2021, if
the ownership of the leased premises changes during lessee’s possession in accordance with the
terms of the lease contract, and the lessee requests the assignee to continue to perform the
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original lease contract, the PRC court shall support it, except that the mortgage right has been
established before the lease of the leased premises and the ownership changes due to the
mortgagee’s realization of the mortgage right.

REGULATIONS OF LAND USE RIGHT AND CONSTRUCTION

Certain of our offices, sorting hubs and other facilities, together with the land use rights
attached, are obtained or built by us. Pursuant to Land Administration Law of the PRC (
#e N RALANE + b A HE L) ) promulgated by the Standing Committee of the National People’s
Congress on June, 1986 with the latest amendment in August 2019, which became effective in
January 2020, and Civil Code, any entity that needs land for the purposes of construction must
obtain land use right and must register with local counterparts of Land and Resources Ministry.

Land use right is established at the time of registration.

According to the Measures for Control and Administration of Grant and Assignment of
Right to Use Urban State-owned Land ( <IRTi7EI7A - M5 AR e e b 31 A7 L) )
promulgated by the Ministry of Housing and Urban-Rural Development on December, 1992
with the amendment in January 2011, and the PRC Law on Urban and Rural Planning ( {9 3
N BRI 3 408 #1715 ) ) promulgated by the National People’s Congress on October,2007
and became effective in January 2008 with the latest amendment in April 2019, the Measures
for Administration of Permission for Commencement of Construction Works ( Z%E T F2Jiti T
AFAlEHEE) ) promulgated by the Ministry of Housing Construction and Urban-Rural
Development with the latest amendment in March 2021, the Interim Administrative Measures
for Archival Filing on Inspection Upon Completion of Buildings and Municipal Infrastructure
( «J5 B SR AR T R B i T AR R BRI R B AT HH%) ) promulgated by  the
Ministry of Housing and Urban-Rural Development in April 2000 and most recently amended
in October 2009, and the Regulations on the Quality Management of Construction Engineering
( GRS TREREEHER]) ) promulgated by the State Council in January 2000 and most
recently amended in April 2019, after obtaining land use right, the owner of land use right must
obtain construction land planning permit, construction works planning permit from the relevant
municipal planning authority, and a construction permit from relevant construction authority in
order to commence construction. After a building is completed, an examination of completion
by the relevant governmental authorities and experts must be organised.

REGULATIONS OF ENVIRONMENTAL PROTECTION

Pursuant to the PRC Law on Environment Impact Assessment ( % A R AN B 3R 1 52
HEHELL) ) promulgated by the Standing Committee of the National People’s Congress in
October 2002 and most recently amended in December 2018, and the Administrative
Regulations on the Environmental Protection of Construction Projects ( (i IH H IR R EE
W) ) promulgated by the State Council in November 1998 with the latest amendment in
July 2017, Based on the different extent of environmental impact, a construction project shall
be subject to preparation of an environmental impact report or an environmental impact
statement, or completion of a registration form on environmental impact. For a construction

project which is required to prepare an environment impact report or environment impact
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statement pursuant to the law, the builder shall, prior to commencement of construction, submit
the environment impact report or environment impact statement to the competent
environmental protection administrative authorities for examination and approval. In the event
that there is a material change in respect of the location, scale, nature of the construction
project, the production techniques employed or the measures adopted for preventing pollution
and preventing ecological damage of a given project, a new environmental impact assessment
report must be submitted for approval. Subject to the Administrative Regulations on the
Environmental Protection of Construction Projects, and the Interim Measures on the
Administration of Acceptance Inspection of Construction Project Environmental Protection
( CERCIHH % LB ER IS 173F%) ) promulgated in November 2017, the constructing
entities may organise the acceptance inspection upon the completion by themselves for other
construction projects. Failure to comply with the above-mentioned regulations may subject an
enterprise to fines, rectification within time limit and other administrative liabilities and even
criminal liabilities under severe circumstances.

Pursuant to the Regulation on Urban Drainage and Sewage Treatment ( {JREEPE/K Hli5
HKIEIEWEA]) ) promulgated by the State Council in October 2013 and the Measures for the
Administration of Licenses for the Discharge of Urban Sewage into the Drainage Pipe Network
( CRSETS K PEABE K 8 5 m] 48 BB ) ), enterprises, institutions and individually-owned
businesses engaging in industry, construction, food and beverage, medical services, etc.
(hereinafter referred to as the “drainers”) which discharge sewage into urban drainage facilities
shall apply to the competent departments for a Permit for sewage discharge into the drainage
pipe network. Failure to comply with the above-mentioned regulations may subject the drainers
to orders to cease unlawful sewage discharge activities, to take treatment measures within a
time limit and to re-apply for the permit, a fine up to RMB500,000, and any liabilities resulted
from losses caused by such violation.

REGULATIONS OF FIRE SECURITY

Pursuant to the Fire Protection Law of the PRC ( {1 #E AN R ILFIEJH L) ) which was
most recently amended in April 2021, and the Measure for Supervision on and Inspection of
Fire Protection ( (JHPiE;BAB&HRIE) ) which was most recently amended in July 2012,
enterprises shall implement a fire safety accountability system, install firefighting facilities and
equipment, conduct a yearly comprehensive inspection of firefighting facilities and keep the
inspection records for future reference, and perform other fire safety measures as well as other
fire safety and protection responsibilities. Pursuant to Interim Provisions on the Administration
of Fire Protection Design Review and Final Inspection of Construction Projects ( (& L%
THB R FTH A B B 1T RLE ) ) (the “Interim Provisions Regarding Fire Protection™),
effective as of June 2020, a special construction project as stipulated in the Interim Provisions
Regarding Fire Protection shall be subject to fire protection design review before such project
commenced construction and shall be subject to fire protection inspection before such project
was put into use. Construction projects other than a special construction project shall be subject
to fire protection inspection recordation, and the competent department of housing and
urban-rural development shall conduct a random fire protection inspection thereof. If the
project fails to pass the random fire protection inspection, such project shall cease to be used.
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REGULATIONS OF TAXATION
The PRC Enterprise Income Tax

The PRC enterprise income tax (“EIT”) is calculated based on the taxable income
determined under the applicable EIT Law, and its implementation rules, both of which became
effective in January 2008 and were most recently amended in December 2018 and April 2019,
respectively. The EIT Law generally imposes a uniform enterprise income tax rate of 25% on
all resident enterprises in China, including foreign-invested enterprises.

The EIT Law and its implementation rules permit certain High and New Technologies
Enterprises to enjoy a reduced 15% enterprise income tax rate if they meet certain criteria and

are officially acknowledged.
PRC VAT

According to the amended Interim Regulation of the People’s Republic of China on Value
Added Tax ( {1 #ENRILFIEBEBIE 1 TH45]) ) issued by the State Council in November
2017, a VAT rate of 6% applies to revenue derived from the provision of certain services. A
taxpayer is allowed to offset the qualified input VAT paid on taxable purchases against the

output VAT chargeable on the revenue from services provided.

In March 2019, the Ministry of Finance, the STA, and the General Administration of
Customs issued the Announcement on Policies for Deepening VAT Reform ( (B A GRALHE{ERL
MO BRI 45 ) ) (“Announcement 39”), which came into effect in April 2019, to
further slash VAT rates. According to Announcement 39, (i) the 16% or 10% VAT previously
imposed on sales and imports by general VAT taxpayers is reduced to 13% or 9% respectively;
(i) the 10% purchase VAT credit rate allowed for procured agricultural products is reduced to
9%; (iii) the 13% purchase VAT credit rate allowed for agricultural products procured for
production or commissioned processing is reduced to 10%; and (iv) the 16% or 10% export
VAT refund rate previously granted to exportation of goods or labor services is reduced to 13%

or 9%, respectively.
PRC Withholding Tax

Pursuant to the EIT Law, a 10% withholding tax is generally levied on dividends declared
by companies in Chinese Mainland to their non-resident enterprise investors. A lower
withholding tax rate of 5% is applicable for direct foreign investors incorporated in Hong Kong
with at least 25% equity interest in the PRC company and meeting the relevant conditions or
requirements pursuant to the Arrangement between Mainland China and the Hong Kong
Special Administrative Region for the Avoidance of Double Taxation and Tax Evasion on

Income (<A1 A 95 48 1l A I L8 B 36 P 15 i £ B S BOBE AN By L M I B D 22 R ) ).
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Pursuant to the Notice of the State Administration of Taxation on the Issues concerning
the Application of the Dividend Clauses of Tax Agreements ( <[ ZBLHs 45 B Y LA T BEU 15
ERBEF A BMER @A) ), if the relevant PRC tax authorities determine, in their
discretion, that a company benefits from such reduced income tax rate due to a structure or
arrangement that is primarily tax-driven, such PRC tax authorities may adjust the preferential
tax treatment. Furthermore, the Administrative Measures for Non-Resident Taxpayer to Enjoy
Treatments under Tax Treaties ( {JFJE RAMBINZZ B E B HHFE) ) (the “STA
Circular 60”), which became effective in November 2015, requires that non-resident
enterprises which satisfy the criteria for entitlement to tax treaty benefits may, at the time of
tax declaration or withholding declaration through a withholding agent, enjoy the tax treaty
benefits, and be subject to ongoing administration by the tax authorities. In the case where the
non-resident enterprises do not apply to the withholding agent to claim the tax treaty benefits,
or the materials and the information stated in the relevant reports and statements provided to
the withholding agent do not satisfy the criteria for entitlement to tax treaty benefits, the
withholding agent should withhold tax pursuant to the provisions of the PRC tax laws. The STA
issued the Announcement of State Taxation Administration on Promulgation of the
Administrative Measures on Non-resident Taxpayers Enjoying Treaty Benefits (B Z B 485
B GERE RPN EZ e fFP8E L) MAS) (the “STA Circular 35”) on
October 14, 2019, which became effective on January 1, 2020. The STA Circular 35 further
simplified the procedures for enjoying treaty benefits and replaced the STA Circular 60.
According to the STA Circular 35, no approvals from the tax authorities are required for a
non-resident taxpayer to enjoy treaty benefits, where a non-resident taxpayer self-assesses and
concludes that it satisfies the criteria for claiming treaty benefits, it may enjoy treaty benefits
at the time of tax declaration or at the time of withholding through the withholding agent,
provided that it shall gather and retain the relevant materials as required for future inspection,
and shall be subject to oversight by the tax authorities. There are also other conditions for
enjoying the reduced withholding tax rate according to other relevant tax rules and regulations.
According to the Circular of the State Administration of Taxation on Several Issues regarding
the “Beneficial Owner” in Tax Treaties ( <[B FBLHs 45 B A BL U & 32 % T A A\ BE R
B 45) ), which was issued on February 3, 2018 by the STA, effective as of April 1, 2018,
when determining the applicant’s status of the “beneficial owner” regarding tax treatments in
connection with dividends, interests or royalties in the tax treaties, several factors, including
without limitation, whether the applicant is obligated to pay more than 50% of its income in
twelve months to residents in third country or region, whether the business operated by the
applicant constitutes the actual business activities, and whether the counterparty country or
region to the tax treaties does not levy any tax or grant tax exemption on relevant incomes or
levy tax at an extremely low rate, will be taken into account and be analyzed on a case-by-case
basis. This circular further provides that applicants who intend to prove its status of the
“beneficial owner” shall submit the relevant documents to the relevant tax bureau according to
the STA Circular 35.
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REGULATION OF FOREIGN DEBTS

The Foreign Debts Measure, was promulgated by NDRC in January 2023 and came in
effect in February 2023, requiring that the PRC enterprises and overseas enterprises or
branches controlled by them, including holding companies with a VIE structure, to complete
application for registration of foreign debts with the NDRC prior to the borrowing of foreign
debts with a term of over one year.

REGULATION OF INTELLECTUAL PROPERTY RIGHTS

The PRC has adopted comprehensive legislation governing intellectual property rights,
including copyrights, patents, trademarks and domain names.

Copyright

Copyright in the PRC, including copyrighted computer software, is principally protected
under the Copyright Law of the PRC ( (3 A\ RILFNE ZEA/EREL) ) (the “Copyright Law”),
which was most recently amended in November 2020 and became effective in June 2021, and
its implementation rules. According to the Copyright Law, the term of protection for
copyrighted computer software shall be 50 years. Reproducing, distributing, performing,
projecting, broadcasting or compiling a work or communicating the same to the public via an
information network without permission from the owner of the copyright therein, unless
otherwise provided in the Copyright Law, shall constitute infringements of copyrights. The
infringer shall, according to the circumstances of the case, undertake to cease the infringement,
take remedial action, and offer an apology, pay damages, etc.

Patent

The Patent Law of the PRC ( ("3 N RILFNEHF%) ) promulgated by the Standing
Committee of the National People’s Congress in March 1984, which was most recently
amended in October 2020 and became effective in June 2021, provides for three types of
patents, “invention”, “utility” and “design”. To be patentable, invention or utility models must
meet three criteria: novelty, inventiveness and practicability. The National Intellectual Property

Administration is responsible for examining and approving patent applications.
Trademark

The Trademark Law of the PRC ( (H#E NRILFBEEIELE) ) promulgated by the
Standing Committee of the National People’s Congress in August 1982 with the latest
amendment being effective in November 2019, and its implementation rules promulgated by
the State Council in August 2002 with the latest amendment being effective in May 2014,
protect registered trademarks. The Trademark Office of National Intellectual Property
Administration is responsible for the registration and administration of trademarks throughout
the PRC. The Trademark Law has adopted a “first-to-file” principle with respect to trademark
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registration. A registration application for a trademark that is identical or similar to another
trademark which has already been registered or given preliminary examination may be
rejected. Trademark registration is effective for a renewable ten-year period, unless otherwise
revoked.

Domain Name

Domain names are protected under the Administrative Measures on the Internet Domain
Names ( EBFAAZ L) ), which was promulgated by the MIIT in August 2017 and
became effective in November 2017. The MIIT is the major regulatory body responsible for the
administration of the PRC internet domain names, under supervision of which the China
Internet Network Information Center is responsible for the daily administration of .cn domain
names and Chinese domain names. CNNIC adopts the “first to file” principle with respect to
the registration of domain names. In November 2017, the MIIT promulgated the Notice of the
Ministry of Industry and Information Technology on Regulating the Use of Domain Names in
Providing Internet-based Information Services ( L ZEF1{5E B b F0 B i 5 40 5 I 44 (5 B IR 1
FHIS 4 B3 AT) ), which became effective in January 2018. Pursuant to the notice, the domain
name used by an internet-based information service provider in providing internet-based
information services must be registered and owned by such provider in accordance with the
law. If the internet-based information service provider is an entity, the domain name registrant
must be the entity (or any of the entity’s shareholders), or the entity’s principal or senior

manager.
REGULATION OF FOREIGN EXCHANGE AND DIVIDEND DISTRIBUTION
Foreign Exchange Regulation

The principal regulations governing foreign currency exchange in China are the
Regulations on Foreign Exchange Administration of the PRC ( 3£ A R AN B 71 i 4 2 A
%) ). Under the PRC foreign exchange regulations, payments of current account items, such
as profit distributions and trade and service-related foreign exchange transactions, may be
made in foreign currencies without prior approval from SAFE by complying with certain
procedural requirements. By contrast, approval from or registration with appropriate
government authorities is required where RMB is to be converted into foreign currency and
remitted out of China to pay capital expenses, such as the repayment of foreign currency-
denominated loans, or foreign currency is to be remitted into China under the capital account,
such as capital increases or foreign currency loans to our PRC subsidiaries.

In June 2016, SAFE issued the Circular on Reforming and Regulating Policies on the
Control over Foreign Exchange Settlement of Capital Accounts (€ [B 20 Fl R i & A TH B 4%
e P SR 48 A1) ) (“Circular 16”), which took effect on the same day. Circular 16 provides
that discretionary foreign exchange settlement applies to foreign exchange capital, foreign debt
offering proceeds and remitted foreign listing proceeds, and the corresponding Renminbi
obtained from foreign exchange settlement is not restricted from being used to extend loans to
related parties or repay the inter-company loans (including advances by third parties).
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In January 2017, SAFE promulgated the Circular on Further Improving Reform of
Foreign Exchange Administration and Optimizing Genuineness and Compliance Verification
( CEIZRANMERE BE R B HE — D e SN ME A BRI 58 5 U S RUMEF B8 AN) ) (“Circular
3”), which took effect on the same day. Circular 3 sets out various capital control measures
with respect to outbound remittance of funds from PRC entities to offshore entities. Circular
3 requires banks to verify board resolutions, tax filing forms, and audited financial statements
before wiring foreign invested enterprises’ foreign exchange distribution above US$50,000.
Moreover, pursuant to Circular 3, PRC entities must explain in detail the sources of capital and
how the capital will be used, and provide board resolutions, contracts and other proof as a part

of the registration procedure for outbound investment.

In October 2019, SAFE issued the Notice of Further Facilitating Cross-border Trade and
Investment ( (BHAME— R E S 5 &R AL A1) ) (“Circular 28”), which took
effect on the same day. Circular 28 allows non-investment foreign-invested enterprises to use
their capital funds to make equity investments in China, provided that such investments do not
violate the negative list and the target investment projects are genuine and in compliance with
laws. According to the Circular on Optimizing Administration of Foreign Exchange to Support
the Development of Foreign-related Business issued by SAFE in April 2020, eligible
enterprises are allowed to make PRC domestic payments with their income under capital
accounts such as capital funds, foreign debts and proceeds from overseas listing without
submitting evidence of genuineness to the banks in advance, provided the use of such funds is
genuine and in compliance with administrative regulations on the use of income under capital

accounts.

We typically do not need to use our offshore foreign currency to fund our PRC operations.
In the event we need to do so, we will apply to obtain the relevant approvals of SAFE and other
PRC governmental authorities as necessary. Our PRC subsidiaries’ distributions to their
offshore parent companies and our cross-border foreign exchange activities are required to
comply with the various requirements under the relevant foreign exchange rules.

Regulation of Dividend Distribution

The principal laws, rules and regulations governing dividend distribution by foreign-
invested enterprises in the PRC are the Company Law of the PRC ( 13 A RFLFNE A A]
%) ), as amended, which applies to both PRC domestic companies and foreign-invested
companies, and the 2019 PRC Foreign Investment Law and its implementation rules, which
apply to foreign-invested companies. Under these laws, rules and regulations, foreign-invested
enterprises may pay dividends only out of their accumulated profit, if any, as determined in
accordance with PRC accounting standards and regulations. Both PRC domestic companies and
wholly-foreign owned PRC enterprises are required to set aside as general reserves at least 10%
of their after-tax profit, until the cumulative amount of their reserves reaches 50% of their
registered capital. A PRC company is not permitted to distribute any profits until any losses
from prior fiscal years have been offset. Profits retained from prior fiscal years may be
distributed together with distributable profits from the current fiscal year.
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Foreign Exchange Registration of Overseas Investment by PRC Residents

In 2014, SAFE issued SAFE Circular 37. The SAFE Circular 37 regulates foreign
exchange matters in relation to offshore investments and financing or round-trip investments
of residents or entities by way of special purpose vehicles in China. Under the SAFE Circular
37, a “special purpose vehicle” refers to an offshore entity established or controlled, directly
or indirectly, by PRC residents or entities for the purpose of seeking offshore financing or
making offshore investments, using legitimate onshore or offshore assets or interests, while
“round-trip investment” refers to direct investments in China by PRC residents or entities
through special purpose vehicles, namely, establishing foreign investment enterprises to obtain
ownership, control rights and management rights. The SAFE Circular 37 provides that, before
making a contribution into a special purpose vehicle, PRC residents or entities are required to
complete foreign exchange registration with SAFE or its local branch, and in the event of a
change of basic information, such as the individual shareholder, name, operation term, etc., or
if there is a capital increase, decrease, equity transfer or swap, merger, spin-off or other
amendment of material items, the PRC residents or entities shall complete a change of foreign
exchange registration formality for offshore investments.

In 2015, SAFE promulgated the Notice on Further Simplifying and Improving the
Administration of the Foreign Exchange Concerning Direct Investment. This notice amended
the SAFE Circular 37 by requiring PRC residents or entities to register with qualified banks
rather than SAFE or its local branches in relation to their establishment or control of offshore
entities for the purpose of overseas investment or financing. PRC residents or entities who had
contributed legitimate onshore or offshore interests or assets to special purpose vehicles but
had not registered as required before the implementation of the SAFE Circular 37 must register
their ownership interests or control in the special purpose vehicles with qualified banks.
Amendments to the registration are required if there is any material change with respect to the
registered special purpose vehicle, such as any change of basic information (including change
of the PRC residents, name and operation term), increases or decreases in the investment
amount, transfers or exchanges of shares, or mergers or divisions. Failure to comply with the
registration procedures as set forth in the SAFE Circular 37 and the subsequent notice, or
making misrepresentations or failure to disclose the control of a foreign investment enterprise
which is established through round-trip investments, may result in restrictions being imposed
on the foreign exchange activities of the relevant foreign investment enterprise, including
payment of dividends and other distributions, such as proceeds from any reduction in capital,
share transfer or liquidation, to its offshore parent or affiliate, and the capital inflow from the
offshore parent, and may also subject relevant PRC residents or entities to penalties under PRC
foreign exchange administration regulations.

Stock Incentive Plans

In February 2012, SAFE promulgated the Notice on Foreign Exchange Administration of
PRC Residents Participating in Share Incentive Plans of Offshore Listed Companies ( {E%
A MEAE B J5) B A S5 PR I8 22 BRI A b i 2 ) FRORE IR0l st ) A B BT BRI PR3 ) ) (the
“Stock Option Rules”), replacing the previous rules issued by SAFE in March 2007. Under the
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Stock Option Rules and other relevant rules and regulations, domestic individuals, which
means PRC residents and non-PRC citizens residing in China for a continuous period of not
less than one year, subject to a few exceptions, who participate in a stock incentive plan in an
overseas publicly-listed company, are required to register with SAFE or its local branches and
complete certain other procedures.

Participants of a stock incentive plan who are PRC residents must retain a qualified PRC
agent, which could be a PRC subsidiary of the overseas publicly-listed company or another
qualified institution selected by the PRC subsidiary, to conduct the SAFE registration and other
procedures with respect to the stock incentive plan on behalf of its participants. The
participants must also retain an overseas entrusted institution to handle matters in connection
with their exercise of stock options, the purchase and sale of corresponding stocks or interests
and fund transfers. In addition, the PRC agent is required to amend the SAFE registration with
respect to the stock incentive plan if there is any material change to the stock incentive plan,
the PRC agent or the overseas entrusted institution or other material changes. The PRC agents
must, on behalf of the PRC residents who have the right to exercise the employee share options,
apply to SAFE or its local branches for an annual quota for the payment of foreign currencies
in connection with the PRC residents’ exercise of the employee share options. The foreign
exchange proceeds received by the PRC residents from the sale of shares under the stock
incentive plans granted and dividends distributed by the overseas listed companies must be
remitted into the bank accounts in the PRC opened by the PRC agents before distribution to
such PRC residents. In addition, the SAFE Circular 37 provides that PRC residents who
participate in a share incentive plan of an overseas unlisted special purpose company may

register with SAFE or its local branches before exercising rights.
LABOR LAWS AND SOCIAL INSURANCE

Pursuant to the PRC Labor Law ( ("3 ANRIAESE7L) ) and the PRC Labor
Contract Law ( (*F# ARILAE 5B 5[F%) ) (the “Labor Contract Law”), employers
must execute written labor contracts with full-time employees. All employers must comply
with local minimum wage standards. Violations of the Labor Contract Law and the PRC Labor
Law may result in the imposition of fines and other administrative and criminal liability in the
case of serious violations. In addition, the Labor Contract Law also imposes requirements on
the use of employees of temp agencies, who are known in China as “dispatched workers”.
Dispatched workers are entitled to equal pay with fulltime employees for equal work.
Employers are only allowed to use dispatched workers for temporary, auxiliary or substitutive
positions. The Interim Provisions on Labor Dispatching ( (%HIREE1THE) ), issued by
the Ministry of Human Resources and Social Security of the PRC in January 2014 and came
into effect in March 2014, requires the number of dispatched workers to not exceed 10% of the
total number of workers, which refers to the sum of the number of employees with a labor
contract with the employer and the number of dispatched workers the employer employed.
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In addition, according to the PRC Social Insurance Law ( CrREE N R LA B A AR B
%) ) and the Regulations on the Administration of Housing Funds ( {ff 5 AR 4 & #HAEH]) ),
employers in China must provide employees with welfare schemes covering pension insurance,
unemployment insurance, maternity insurance, work-related injury insurance, medical
insurance and housing funds.

In June 2021, the Ministry of Transport, the State Post Bureau, the NDRC, the Ministry
of Human Resources and Social Security, the MOFCOM, the SAMR, and the All-China
Federation of Trade Unions jointly issued the Opinions on Protecting the Legal Rights and
Benefits of the Couriers Group ( CBEAYUT PR B HEHE G5 ME & R FE T/ERE ) ), which
provides certain guidelines in respect of, among others, the Couriers’ base salary, social

security and insurance policy.
REGULATION OF OVERSEAS LISTING AND M&A

In August 2006, six PRC governmental and regulatory agencies, including the MOFCOM
and the CSRC, jointly promulgated the Regulations on Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors ( CEARAMEAEH F S ANBERBIE) ) (the “M&A
Rules”), a new regulation with respect to the mergers and acquisitions of domestic enterprises
by foreign investors that became effective in September 2006 and revised in June 2009.
Foreign investors shall comply with the M&A Rules when they purchase equity interests of a
domestic company or subscribe for the increased capital of a domestic company, and thus
changing the nature of the domestic company into a foreign-invested enterprise; or when the
foreign investors establish a foreign-invested enterprise in the PRC for the purpose of
purchasing the assets of a domestic company and operating the asset; or when the foreign
investors purchase the asset of a domestic company, establish a foreign-invested enterprise by
injecting such assets, and operate the assets. The M&A Rules, among other things, purports to
require that an offshore special vehicle, or a special purpose vehicle, formed for listing
purposes and controlled directly or indirectly by PRC companies or individuals, shall obtain
the approval of the CSRC prior to the listing and trading of such special purpose vehicle’s
securities on an overseas stock exchange.

The PRC government has enhanced its regulatory oversight of Chinese companies listing
overseas. The Opinions on Intensifying Crack Down on Illegal Securities Activities ( B K
AR T B S BRI EI Y & L) ) issued in July 2021 called for (i) tightening oversight of
data security, cross-border data flow and administration of classified information, as well as
amendments to relevant regulations to specify responsibilities of overseas listed Chinese
companies with respect to data security and information security; (ii) enhanced oversight of
overseas listed companies as well as overseas equity fundraising and listing by Chinese
companies; and (iii) extraterritorial application of PRC securities laws.

Furthermore, in February 2023, the CSRC released the Overseas Listing Trial Measures,
which took effect from March 31, 2023, requiring Chinese domestic companies’ overseas
offerings and listings of equity securities be filed with the CSRC. The Overseas Listing Trial
Measures clarify the scope of overseas offerings and listings by Chinese domestic companies
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which are subject to the filing and reporting requirements thereunder. According to the Trial
Measures, (i) Chinese domestic companies that seek to offer or list securities overseas, both
directly and indirectly, should fulfill the filing procedure and report relevant information to the
CSRC; if a Chinese domestic company fails to complete the filing procedure or conceals any
material fact or falsifies any major content in its filing documents, such Chinese domestic
company may be subject to administrative penalties, such as order to rectify, warnings, fines,
and its controlling shareholders, actual controllers, the person directly in charge and other
directly liable persons may also be subject to administrative penalties, such as warnings and
fines; (ii) if the issuer meets both of the following conditions, the overseas offering and listing
shall be determined as an indirect overseas offering and listing by a Chinese domestic
company: (a) any of the total assets, net assets, revenues or profits of the domestic operating
entities of the issuer in the most recent accounting year accounts for more than 50% of the
corresponding figure in the issuer’s audited consolidated financial statements for the same
period; (b) its major operational activities are carried out in China or its main places of
business are located in China, or the senior managers in charge of operation and management
of the issuer are mostly Chinese citizens or are domiciled in China; and (iii) where a Chinese
domestic company seeks to indirectly offer and list securities in an overseas market, the issuer
shall designate a major PRC domestic operating entity responsible for all filing procedures
with the CSRC, and where an issuer makes an application for listing in an overseas market, the
issuer shall submit filings with the CSRC within three working days after such application is
submitted.

On the same day, the CSRC also held a press conference for the release of the Overseas
