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IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should seek independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for
the contents of this prospectus, 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 prospectus.

A copy of this prospectus, having attached thereto the documents specified in “Documents Delivered to the Registrar of Companies and Available for Inspection” in
Appendix VI to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance. The Securities and Futures Commission of Hong Kong and the Registrar of Companies in Hong Kong take no responsibility for the
contents of this prospectus or any other document referred to above.

The Offer Price is expected to be determined by agreement between the Joint Representatives (for themselves and on behalf of the Underwriters) and our Company on or
around Friday, January 29, 2021 and, in any event, no later than Tuesday, February 2, 2021. The Offer Price will not be more than HK$115.00 per Offer Share and is
expected to be not less than HK$105.00 per Offer Share, unless otherwise announced. Applicants under the Hong Kong Public Offering are required to pay, on application,
the maximum Offer Price of HK$115.00 per Hong Kong Offer Share, plus brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005%,
subject to refund if the Offer Price as finally determined is less than HK$115.00 per Offer Share.

If, for any reason, our Company and the Joint Representatives (for themselves and on behalf of the Underwriters) are unable to reach agreement on the Offer Price on or
before Tuesday, February 2, 2021, the Global Offering will not proceed and will lapse.

The Joint Representatives (for themselves and on behalf of the Underwriters) may, where considered appropriate, based on the level of interest expressed by prospective
professional and institutional investors during the book-building process, and with the consent of our Company, reduce the number of Offer Shares and/or the indicative
Offer Price range stated in this prospectus (which is HK$105.00 to HK$115.00) at any time on or prior to the morning of the last day for lodging applications under the
Hong Kong Public Offering. In such case, notices of the reduction in the number of Offer Shares and/or the indicative Offer Price range will be published in the South China
Morning Post (in English) and the Hong Kong Economic Times (in Chinese) as soon as practicable following the decision to make such reduction, and in any event not later
than the morning of the day which is the last day for lodging applications under the Hong Kong Public Offering. Such notices will also be available on the website of the
Stock Exchange at www.hkexnews.hk and on the website of our Company at www.kuaishou.com. Further details are set out in the sections headed “Structure of the Global
Offering” and “How to Apply for Hong Kong Offer Shares” in this prospectus.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including the risk factors set out in
“Risk Factors” in this prospectus.

Prospective investors of the Hong Kong Offer Shares should note that the obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to
subscribe, and to procure subscribers for, the Hong Kong Offer Shares, are subject to termination by the Joint Representatives (for themselves and on behalf of the
Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such grounds are set out in “Underwriting — Underwriting Arrangements — Hong Kong Public
Offering — Grounds for Termination™ in this prospectus. It is important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws in the United States and may not be offered, sold,
pledged or transferred within the United States or for the account or benefit of U.S. persons in offshore transactions, except that Offer Shares may be offered, sold or
delivered within the United States to QIBs in reliance on Rule 144A under the U.S. Securities Act or other exemption(s) from registration under the U.S. Securities Act or
outside the United States in reliance on Regulation S under the U.S. Securities Act.

The Company will be controlled through weighted voting rights upon Listing. Prospective investors should be aware of the potential risks of investing in a company with a
WVR Structure, in particular that the WVR Beneficiaries, whose interests may not necessarily be aligned with those of our Shareholders as a whole, will be in a position to
exert significant influence over the outcome of Shareholders’ resolutions, irrespective of how other Shareholders vote. For further information about the risks associated with
our WVR Structure, see “Risk Factors — Risks Related to the WVR Structure.” Prospective investors should make the decision to invest in the Company only after due and
careful consideration.

ATTENTION

We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not provide printed copies of this document or printed
copies of any application forms to the public in relation to the Hong Kong Public Offering.

This document is available at the website of the Hong Kong Stock Exchange at www.hkexnews.hk and our website at www.kuaishou.com. If you require a
printed copy of this document, you may download and print from the website addresses above.

January 26, 2021
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IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

We have adopted a fully electronic application process for the Hong Kong Public Offering.
We will not provide printed copies of this document or printed copies of any application
forms to the public in relation to the Hong Kong Public Offering.

This document is available at the website of the Hong Kong Stock Exchange at
www.hkexnews.hk under the “HKEXnews > New Listings > New Listing Information”
section, and our website at www.kuaishou.com. If you require a printed copy of this
document, you may download and print from the website addresses above.

To apply for the Hong Kong Offer Shares, you may:
(1) apply online through the White Form eIPO service at www.eipo.com.hk;

(2) apply through the CCASS EIPO service to electronically cause HKSCC Nominees to
apply on your behalf, including by:

(i) instructing your broker or custodian who is a CCASS Clearing Participant or a
CCASS Custodian Participant to give electronic application instructions via
CCASS terminals to apply for the Hong Kong Offer Shares on your behalf; or

(ii) (if you are an existing CCASS Investor Participant) giving electronic application
instructions through the CCASS Internet System (https://ip.ccass.com) or through
the CCASS Phone System by calling +852 2979 7888 (using the procedures in
HKSCC’s “An Operating Guide for Investor Participants” in effect from time to
time). HKSCC can also input electronic application instructions for CCASS
Investor Participants through HKSCC’s Customer Service Centre at 1/F, One & Two
Exchange Square, 8 Connaught Place, Central, Hong Kong by completing an input
request.

If you have any question about the application for the Hong Kong Offer Shares, you may call
the enquiry hotline of our Hong Kong Share Registrar and White Form eIPO Service Provider,
Computershare Hong Kong Investor Services Limited, both at +852 2862 8600 on the
following dates:

Tuesday, January 26, 2021 — 9:00 a.m. to 9:00 p.m.
Wednesday, January 27, 2021 — 9:00 a.m. to 9:00 p.m.
Thursday, January 28, 2021 — 9:00 a.m. to 9:00 p.m.

Friday, January 29, 2021 — 9:00 a.m. to 12:00 noon

We will not provide any physical channels to accept any application for the Hong Kong Offer
Shares by the public. The contents of the electronic version of this document are identical to the
printed prospectus as registered with the Registrar of Companies in Hong Kong pursuant to
Section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

If you are an intermediary, broker or agent, please remind your customers, clients or
principals, as applicable, that this document is available online at the website addresses above.

Please refer to the section headed “How to Apply for Hong Kong Offer Shares” in this
document for further details of the procedures through which you can apply for the Hong Kong
Offer Shares electronically.
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Your application must be for a minimum of 100 Hong Kong Offer Shares and in one of the
numbers set out in the table. You are required to pay the amount next to the number you select.

No. of Hong No. of Hong No. of Hong No. of Hong
Kong Offer Kong Offer Kong Offer Kong Offer
Shares applied ~ Amount payable | Shares applied  Amount payable | Shares applied ~ Amount payable | Shares applied ~ Amount payable
for on application for on application for on application for on application
HK$ HK$ HK$ HK$

100 11,615.89 2,500 290,397.14 30,000 3,484,765.65 600,000 69,695,313.00

200 13.231.1 3,000 348,476.57 40,000 4,646,354.20 700,000 81,311,198.50

300 34.847.66 3,500 406,556.00 50,000 5,807,942.75 800,000 92,927,084.00

400 46,463.54 4,000 464,6035.42 60,000 6,969,531.30 900,000 104,542,969.50

500 58,079.43 4,500 522,714.85 70,000 §,131,119.85 1,000,000 116,158,855.00

600 69,695.31 5,000 580,794.28 80,000 9,292,708.40 1,500,000 174,238,282.50

700 81,311.20 6,000 696,953.13 90,000 10,454,296.95 2,000,000 232,317,710.00

800 92,927.08 7,000 §13,111.99 100,000 11,615,885.50 2,500,000 290,397,137.50

900 104,542.97 8,000 929,270.84 200,000 23,231,771.00 3,000,000 348 476,565.00
1,000 116,158.86 9,000 1,045,429.70 300,000 34,847,656.50 3,500,000 406,555,992.50
1,500 174,238.29 10,000 1,161,588.55 400,000 46,463,542.00 4,000,000 464,635,420.00
2,000 23231711 20,000 2,323,171.10 500,000 58,079,427.50 45652000 530,288,404.85

(1) Maximum number of Hong

Kong Offer Shares you may

apply for.

No application for any other number of Hong Kong Offer Shares will be considered and any such

application is liable to be rejected.
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If there is any change in the following expected timetable of the Global Offering, we will
issue an announcement in Hong Kong to be published on the websites of the Hong Kong Stock

Exchange at www.hkexnews.hk and our Company at www.kuaishou.com.

Hong Kong Public Offering commences. ............. 9:00 a.m. on Tuesday, January 26, 2021

Latest time for completing electronic applications under
White Form eIPO service through the designated website at
www.eipo.com.hk™® . ... ... .. L 11:30 a.m. on Friday, January 29, 2021

Application lists open™®. . ... ... ... .. ... 11:45 a.m. on Friday, January 29, 2021

Latest time for (a) completing payment of White Form eIPO
applications by effecting internet banking transfer(s) or PPS
payment transfer(s) and (b) giving electronic application
instructions to HKSCC™ . .. ... .. .............. 12:00 noon on Friday, January 29, 2021

If you are instructing your broker or custodian who is a CCASS Clearing Participant or a
CCASS Custodian Participant to give electronic application instructions via CCASS terminals to
apply for the Hong Kong Offer Shares on your behalf, you are advised to contact your broker or
custodian for the latest time for giving such instructions which may be different from the latest

time as stated above.

Application lists close® ... ... ... ... ... ... ... ..., 12:00 noon on Friday, January 29, 2021

Expected Price Determination Date®™ ... ........................ Friday, January 29, 2021

Announcement of:

o the Offer Price;

. the level of indication of interest in the International Offering;
. the level of applications in the Hong Kong Public Offering; and
. the basis of allocation of the Hong Kong Offer Shares

to be published on our Company’s website at

www.kuaishou.com'® and the website of the Hong Kong Stock

Exchange at www.hkexnews.hk on or before. .. ............ ... Thursday, February 4, 2021
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Results of allocations in the Hong Kong Public Offering (with successful applicants’ identification

document numbers, where appropriate) to be available through a variety of channels, including:

. in the announcement to be posted on our website at

www.kuaishou.com® and the website of the Stock

Exchange at www.hkexnews.hk, respectively ............. Thursday, February 4, 2021

. from the designated results of allocations website at

www.iporesults.com.hk (alternatively: English

https://www.eipo.com.hk/en/Allotment; Chinese

https://www.eipo.com.hk/zh-hk/Allotment) with

a “search by ID” function from............ 8:00 a.m. on Thursday, February 4, 2021 to
12:00 midnight on Wednesday, February 10, 2021

. from the allocation results telephone enquiry by calling
+852 2862 8555 between 9:00 a.m. and 6:00 p.m.on....... Thursday, February 4, 2021,
Friday, February 5, 2021,
Monday, February 8, 2021 and
Tuesday, February 9, 2021

Share certificates in respect of wholly or partially successful
applications to be dispatched/collected or deposited into CCASS
onor before'” .. ... Thursday, February 4, 2021

White Form e-Refund payment instructions/refund checks in
respect of wholly or partially successful applications if the final
Offer Price is less than the maximum Offer Price per Offer
Share initially paid on application (if applicable) or wholly or
partially unsuccessful applications to be dispatched/collected on
or before® O Thursday, February 4, 2021

Dealings in the Class B Shares on the Hong Kong Stock Exchange

expected to commence at 9:00 am. on. ....... ... ... ... Friday, February 5, 2021

Notes:

(1) Unless otherwise stated, all times and dates refer to Hong Kong local times and dates.

— 11 =
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2)

3)

(C))

(%)

(6)

(7

(8)

(©))

You will not be permitted to submit your application under the White Form eIPO service through the designated
website at www.eipo.com.hk after 11:30 a.m. on the last day for submitting applications. If you have already
submitted your application and obtained an application reference number from the designated website prior to
11:30 a.m., you will be permitted to continue the application process (by completing payment of application

monies) until 12:00 noon on the last day for submitting applications, when the application lists close.

If there is/are a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above and/or Extreme
Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, January 29, 2021, the
application lists will not open and will close on that day. For further details, please see the section headed “How to
Apply for Hong Kong Offer Shares — 10. Effect of Bad Weather on the Opening and Closing of the Application

Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC via
CCASS should refer to the section headed “How to Apply for Hong Kong Offer Shares — 6. Applying through
CCASS EIPO service” in this prospectus.

The Price Determination Date is expected to be on or about Friday, January 29, 2021, and in any event, not later
than Tuesday, February 2, 2021. If, for any reason, the Offer Price is not agreed between the Joint Representatives
(for themselves and on behalf of the Underwriters) and us on or before Tuesday, February 2, 2021, the Global
Offering will not proceed and will lapse.

None of the websites or any of the information contained on the websites forms part of this prospectus.

Share certificates will only become valid at 8:00 a.m. on the Listing Date provided that the Global Offering has
become unconditional and the right of termination described in “Underwriting — Underwriting Arrangements —
Hong Kong Public Offering — Grounds for Termination” has not been exercised. Investors who trade the Class B
Shares on the basis of publicly available allocation details prior to the receipt of share certificates or prior to the
share certificates becoming valid certificates of title do so entirely at their own risk.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering and in respect of wholly or partially successful applicants
in the event that the final Offer Price is less than the price payable per Offer Share on application. Part of the
applicant’s Hong Kong identity card number or passport number, or, if the application is made by joint applicants,
part of the Hong Kong identity card number or passport number of the first-named applicant, provided by the
applicant(s) may be printed on the refund check, if any. Such data would also be transferred to a third party for
refund purposes. Banks may require verification of an applicant’s Hong Kong identity card number or passport
number before encashment of the refund check. Inaccurate completion of an applicant’s Hong Kong identity card

number or passport number may invalidate or delay encashment of the refund check.

Applicants who have applied on White Form eIPO for 1,000,000 or more Hong Kong Offer Shares may collect
any refund checks (where applicable) and/or share certificates in person from our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Thursday, February 4, 2021 or such
other date as notified by us as the date of dispatch/collection of share -certificates/e-refund payment
instructions/refund checks. Applicants being individuals who are eligible for personal collection may not authorize
any other person to collect on their behalf. Individuals must produce evidence of identity acceptable to our Hong
Kong Share Registrar at the time of collection.

—iii -
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Applicants who have applied for Hong Kong Offer Shares through CCASS EIPO service
should refer to the section headed “How to Apply for Hong Kong Offer Shares — 14.
Despatch/Collection of Share Certificates and Refund Monies — Personal Collection — (ii) if you
apply through CCASS EIPO service” in this document for details.

Applicants who have applied through the White Form eIPO service and paid their
applications monies through single bank accounts may have refund monies (if any) dispatched to
the bank account in the form of e-Refund payment instructions. Applicants who have applied
through the White Form eIPO service and paid their application monies through multiple bank
accounts may have refund monies (if any) dispatched to the address as specified in their

application instructions in the form of refund checks by ordinary post at their own risk.

Share certificates and/or refund checks for applicants who have applied for less than
1,000,000 Hong Kong Offer Shares and any uncollected share certificates and/or refund checks
will be dispatched by ordinary post, at the applicants’ risk, to the addresses specified in the

relevant applications.

Further information is set out in the sections headed “How to Apply for Hong Kong Offer
Shares — 13. Refund of Application Monies” and “How to Apply for Hong Kong Offer Shares —
14. Despatch/Collection of Share Certificates and Refund Monies”.

The above expected timetable is a summary only. For further details of the structure of the
Global Offering, including its conditions, and the procedures for applications for Hong Kong Offer
Shares, please see the sections headed “Structure of the Global Offering” and “How to Apply for
Hong Kong Offer Shares” in this prospectus, respectively.

If the Global Offering does not become unconditional or is terminated in accordance with its

terms, the Global Offering will not proceed. In such case, the Company will make an

announcement as soon as practicable thereafter.

— v —
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or an exemption therefrom.

You should rely only on the information contained in this prospectus and the GREEN
Application Form to make your investment decision. We have not authorized anyone to provide
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person or party involved in the Global Offering.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As it is a summary, it does not contain all the information that may be important to

you. You should read the whole document before you decide to invest in the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in
the Offer Shares are set out in “Risk Factors” in this prospectus. You should read that section

carefully before you decide to invest in the Offer Shares.

OVERVIEW

Our Mission

We aim to be the most customer-obsessed company in the world. Our mission is to help

people discover their needs and use their talents in order to find their unique brand of happiness.

We are relentlessly focused on serving our customers and creating value for them through the
continual innovation and optimization of our products and services. We seek to create a platform
that is an authentic lens into the diverse and vibrant world we live in, enriching people’s lives with
interesting, useful, relevant and meaningful content. We believe everyone is unique and want to

empower them to express themselves, be appreciated, and discover what makes them happy.

Who We Are

We are a leading content community and social platform. We believe each person is unique
with his or her own needs and strengths. We believe engagement and interactions among people
create value. As a result, we continuously improve and enhance our content creation tools and
services that empower people to chronicle and share their life experiences, and showcase their
talents. Additionally, we enable people to discover other creators and high quality content easily
through our effective content discovery mechanism. Working closely with creators and businesses,
together we provide more product and service offerings to our users, further enriching people’s
choices. Globally, we are the largest live streaming platform by gross billings from virtual gifting
and average live streaming MPUs, the second largest short video platform by average DAUs, and
the second largest live streaming e-commerce platform by GMYV, all for the nine months ended
September 30, 2020, according to iResearch.

Our Platform and Ecosystem
Our motto is to “embrace all lifestyles.” It is the foundation of our philosophy and guides our

aspirations. We wish to help our users discover a vast world of content that expands their interests

and horizons and resonates well with them. Short videos and live streams have enhanced user
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experience and social interactions on our platform. Given the nature of our content, social
connections and engagement based on common interests occur naturally. As a result, our platform
fosters a vibrant ecosystem for users and businesses to interact on the basis of our deep and

diverse content base.

We aim to deliver on four core values through the user experience on our platform:

. Authentic: experience genuine emotions; allow for sincere expression; record

spontaneous moments; share real-life stories;

. Diverse: be inclusive and respect differences; cherish diversity and culture; live in

harmony;

. Beautiful: be happy and positive; have enjoyable experiences; and

. Beneficial: cultivate knowledge, perspectives, information and skills; foster comradery

and trust; improve oneself and live one’s best life.

Underlying our vibrant ecosystem is our deep and diverse content base as well as supporting
technology, data and business layers. As the various parts of our platform work together, they
enable numerous interactions among our ecosystem participants and generate significant network

effects:

. Content. Our users have contributed to our vast and organically growing repository of
short video and live streaming content as well as our community and the myriad social
interactions and connections within it. We promote content on our platform that
embraces all lifestyles and reflects the lives of our users. We believe this helps attract
and keep users engaged on our platform. Leveraging technology and data, we are able to
understand and identify needs that arise from different users and interest groups on our
platform, and provide access to content and services that serve those interests and needs,

thereby enhancing user engagement and retention.

. Business. We work with our business partners to provide products and services that
address various needs that arise naturally on our platform. These products and services
include entertainment, online marketing services, e-commerce, online games, online
knowledge-sharing, and more. These products and services increase user engagement on
our platform and strengthen the virtuous cycle among our users, content and business

partners over time.
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. Technology & Data. Our advanced technologies and massive data repository support our
ecosystem. Our technologies enable us to serve the interests and needs of our users and
cover various aspects of content creation, compression, transmission, analysis,
recommendation, search and other fields. As users create and consume content and
interact with each other, they generate valuable data that allows us to improve efficiency

and develop new features that enhance the overall user experience.

The diagram below illustrates our ecosystem and the interactions that occur within it. Users
on our platform can access the rich content we have, create content through short videos or live
streams, sell and purchase products, and more. Businesses on the other hand, can advertise and sell
their products and services on our platform. As our users and businesses interact and engage with

one another, they become more reliant on our platform.

Business

Technology & Data

Legend : Users denoted in yellow bubble Businesses denoted in orange bubble | .3%‘ Multifaceted Network Effects
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Value Proposition for Users and Businesses

. Value Proposition for Users. We provide our users with a safe and trusted platform for
entertainment, learning, content creation and social interaction. We also provide them with

the opportunities and tools to build and grow a following and monetize through their content.

. Value Proposition for Businesses. We provide businesses with online marketing solutions
and an e-commerce marketplace that help them reach and engage their target customers. Our
online marketing solutions are highly valuable and effective due to our vast and highly
engaged user base, our ability to target users with precision, as well as our users’ trust in our
platform. Businesses can create short video or live streaming content that captures the
attention of users and helps with their purchase decisions. Businesses can also use our

platform as a distribution channel for various products and services.

OUR ACHIEVEMENTS

We are a pioneer in the global short video industry. Since our inception, we have been
focusing on empowering users to record and share their lives through videos. Our original mobile
app, GIF Kuaishou, was initially launched in 2011 as a tool for users to create and share animated
images known as GIFs, which are in essence, the earliest form of short videos. In 2012, through
the application of a series of technologies, we became the first mover in China’s short video
industry to enable users to create, upload and view short videos on mobile devices, according to
iResearch. In 2013, we launched our short video social platform and in 2016, we launched live
streaming as a natural extension to our platform to allow users to interact and engage in real time.
According to iResearch, we were the first in China to apply deep reinforcement learning
algorithms to the recommendations of videos on a large scale in the short video industry in 2018.
In 2018, we also launched e-commerce to facilitate transactions within our ecosystem as user

engagement continued to increase.
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ended September 30, 2020:

~

305 million

Average DAUs of our apps and mini
programs in China

©)

2.34 trillion

769 million

Average MAUs of our apps and mini
programs in China

©

~26%

The following diagram shows our scale and user engagement metrics for the nine months

B

86+ minutes

Average daily time spent
per DAU?

RMB204.1 billion

Short video and live streaming likes, Total e-commerce GMV

shares and comments?

Of average MAUs are content
creators!

Notes:

(1)  Content creators calculated as the average number of unique user accounts per month that uploaded short videos
plus the average number of unique user accounts per month that streamed content.

(2)  On Kuaishou App.

Today, Kuaishou is a household brand and is among the most widely used social platforms in
China, according to iResearch. In the nine months ended September 30, 2020, there were 305
million average DAUs and 769 million average MAUs of our apps and mini programs in China. In
the same period, our DAUs on average spent over 86 minutes per day on Kuaishou App and
accessed Kuaishou App more than 10 times a day. We are the trusted destination for users to create
and share content. According to iResearch, we ranked No. 1 in terms of activeness of our content
community among the top video-based social platforms in China, with content creators constituting
approximately 26% of our average MAUs on Kuaishou App in the nine months ended September
30, 2020. We also had approximately 1.1 billion average monthly short video uploads on Kuaishou
App in the nine months ended September 30, 2020.

Access to our platform is free for all users. We monetize primarily through the sale of virtual
items, provision of various forms of online marketing services, and commissions from e-commerce
sales on our platform. We are actively developing additional monetization opportunities to
diversify our revenue streams through online games, online knowledge-sharing and other products

and services.
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Our revenues grew rapidly during the Track Record Period from RMBS.3 billion in 2017 to
RMB?20.3 billion in 2018, and further to RMB39.1 billion in 2019, and up from RMB27.3 billion
in the nine months ended September 30, 2019 to RMB40.7 billion in the nine months ended
September 30, 2020.

OUR INDUSTRY

Increasing Mobile Time Spent on Video

Video is an increasingly popular content format for online experiences as it captures the
richness of moments and makes real-time engagement more natural and close to in person. The
proliferation of the mobile internet and development of smart devices, bandwidth and mobile
infrastructure, particularly the expansion of 4G and introduction of 5G, will continue to spur this

development.

China is leading the development of video-based mobile experiences globally. According to
iResearch, China had the world’s largest mobile internet population of 873 million users in 2019,
representing 23.0% of mobile internet users globally. According to iResearch, China’s mobile
internet user population is expected to reach 1.1 billion by 2025, with penetration rate increasing
from 62.4% to 78.5%.

Mobile internet users in China on average spent 4.35 hours online each day in 2019,
compared to 2.90 hours in 2015, and are expected to spend 5.73 hours online each day by 2025.
Approximately 29.7% of that time was spent on video-based social and entertainment platforms in
2019, which is expected to reach 36.3% by 2025.

Emergence of Video-Based Social Platforms

The earliest social platforms focused around connecting people through text, pictures and
audio. Over time, the content formats used on social platforms and user behavior on those
platforms have evolved along with the continuous advancement of hardware, bandwidth, storage
and computing power. The continued proliferation of better on-device cameras and faster
connectivity in 4G and 5G mobile broadband have made on-demand video capturing and sharing a
reality for many internet users. As video is able to capture moments in a real, rich and succinct
manner, it has encouraged entirely new social behaviors. This has also enabled innovation in form
and function of video such as videos of varying lengths that cater to different social and
entertainment needs during fragmented time. As a result, for social platforms, interactions have
become more vibrant and natural, with video content augmenting the authenticity of the
connections. This is especially true with live streaming as social interaction becomes even more

natural.
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Competitive Landscape

Globally, we are one of two video-based social platforms at scale primarily focused on both
short video and live streaming content formats. In China, there are several social platforms that are
built on short video or live streaming content. Some are focused on specific content genres such as
online games or entertainment while others cater to diversified social and entertainment use cases.
While there is some degree of user overlap among them, platforms differentiate themselves by
providing differentiated user experiences and engagement. For a comparison of key metrics of
short video and live streaming platforms in China, see “Industry Overview — Emergence of

Video-Based Social Platforms — Landscape of Video-Based Social Platforms.”

According to iResearch, the world’s largest short video platform had 426.2 million average
DAUs for the nine months ended September 30, 2020, while we were the world’s second largest
short video platform, with 275.9 million average DAUs for the same period. The world’s largest
live streaming e-commerce platform was a subsidiary of a publicly listed company with live
streaming e-commerce GMV of approximately RMB250 billion to RMB300 billion in the nine
months ended September 30, 2020, according to iResearch. We were the world’s second largest
live streaming e-commerce platform, according to iResearch, with live streaming e-commerce
GMV of approximately RMB204 billion for the same period.

Platforms with more diverse content and more vibrant content creation ecosystems are better
equipped to address the evolving needs of users with different backgrounds and interests.
According to iResearch, we have the most active content community among the top video-based
social platforms in China in terms of percentage of average MAUs who create content, a measure
of the activeness of a content community in terms of the proportion of users who create content.
The more active a content community is, the more likely users are to contribute content to and

actively participate in that community as opposed to merely being a consumer of content.

Monetization Opportunities for Video-Based Social Platforms

Social platforms that have incorporated short video and live streaming have vibrant
ecosystems where users engage on a diverse range of topics and user needs arise naturally.
Traditionally, short video and live streaming platforms have monetized primarily through virtual
gifting and online marketing services, which remain the most immediate market opportunities. In
China, live streaming virtual gifting market in terms of revenues reached RMB140.0 billion in
2019, and is expected to reach RMB416.6 billion in 2025, growing at a CAGR of 19.9%,
according to iResearch. The mobile advertising market through short video and live streaming
platforms reached RMB81.4 billion in 2019 and is expected to reach RMB465.3 billion in 2025,
growing at a CAGR of 33.7%, according to iResearch.
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As these platforms evolve, new market opportunities will arise across a multitude of
industries, such as e-commerce, online games, online education, local services, among others.
Platforms with stronger social attributes and interactions will give rise to stronger network effects
and have the ability to foster a trusted ecosystem, a key factor in capturing monetization

opportunities.

OUR STRENGTHS

We believe the following strengths contribute to our success:

. Dedication to an authentic user experience;

. Pioneer and global leader in short video and live streaming;

. Highly engaged user base and trusted social experience;

. Innovative and industry-leading AI and big data technologies;

. Multifaceted network effects and multiple monetization levers; and
. Management’s dedication to long-term vision.

OUR STRATEGIES

To achieve our mission and further strengthen our market leadership, we intend to pursue the

following strategies:

o Continue to exceed user expectations;

. Continue to strengthen our technology;

. Further expand our ecosystem and monetization capabilities; and

. Selectively pursue strategic alliances, investments and acquisitions.
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MONETIZATION

We have developed a monetization model with a mix of products and services to address the
myriad user needs that arise naturally in our ecosystem. We began to monetize in 2016, and we
continue to strengthen and diversify our monetization models. The network effects that arise from

the interactions among our ecosystem participants further strengthen our monetization capabilities.

Live Streaming

During the Track Record Period, we generated a majority of our revenues from our live
streaming business, which involves the sale of virtual items to viewers who purchase such virtual
items and present them as gifts to streamers during live streams. In 2017, 2018, 2019 and the nine
months ended September 30, 2019 and 2020, our live streaming revenue as a percentage of our
total revenues was 95.3%, 91.7%, 80.4%, 84.1% and 62.2%, respectively. The growth of our live
streaming revenue was primarily driven by our abundant and diverse live streaming content as well

as increasing user engagement in live streams through our interactive features.

Online Marketing Services

We derived an increasing portion of our revenues from online marketing services over the
Track Record Period. In 2017, 2018, 2019 and the nine months ended September 30, 2019 and
2020, revenue attributable to online marketing services as a percentage of our revenues was 4.7%,
8.2%, 19.0%, 15.6% and 32.8%, respectively. Online marketing opportunities arise naturally
through our massive user base and diverse set of communities with varied interests. Our online
marketing services are customizable based on user interests and carefully designed in content and
style so that they are not disruptive to our users’ experience. Our Al capabilities allow us to help
our advertising customers to reach targeted audience more precisely to improve their return on
investment. We offer a full suite of online marketing solutions, including advertising services,
Kuaishou fans headline services and other marketing services to customers. Our advertising
services include performance-based advertising services which allow advertising customers to
place links on our platform or third-party internet properties, and various formats of display-based

advertising services.
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Other Services

We also generated revenue from our other services including e-commerce, online games and
other value-added services. In 2017, 2018, 2019 and the nine months ended September 30, 2019
and 2020, revenue attributable to other services as a percentage of our revenues was nil, 0.1%,
0.6%, 0.3% and 5.0%, respectively. To address the natural demand from users to buy and sell
goods via short videos or live streams on our platform, we launched our e-commerce business in
August 2018. Our e-commerce revenue grew rapidly during the Track Record Period as it is
naturally embedded to the live streaming content and further enhances our user interaction as well
as trust. The total GMV of e-commerce transactions facilitated on our platform increased from
RMB96.6 million in 2018 to RMB59.6 billion in 2019, and from RMB16.8 billion in the nine
months ended September 30, 2019 to RMB204.1 billion in the nine months ended September 30,
2020. Our ability to increase our e-commerce revenue depends on the content through which
merchants can effectively raise awareness of their products, businesses or brands, user interactions
and the level of trust in our user community. At the same time, we have been growing other
revenues from online games and other value-added services by leveraging both our in-house game

development capability as well as collaborations with other third parties.

WEIGHTED VOTING RIGHTS STRUCTURE AND OUR CONTROLLING SHAREHOLDERS

We are proposing to adopt a weighted voting rights structure effective immediately upon the
completion of the Global Offering. Under this structure our share capital will comprise Class A
Shares and Class B Shares. Each Class A Share will entitle the holder to exercise 10 votes, and
each Class B Share will entitle the holder to exercise one vote, respectively, on any resolution
tabled at our general meetings, except for resolutions with respect to a limited number of Reserved

Matters, in relation to which each Share is entitled to one vote.

Immediately upon the completion of the Global Offering, the WVR Beneficiaries will be Mr.
Su Hua and Mr. Cheng Yixiao. Assuming (i) the Over-allotment Option is not exercised, (ii)
363,146,799 Class B Shares will be issued pursuant to the exercised options under the Pre-IPO
ESOP upon Listing; and (iii) no other Shares are issued pursuant to the unexercised options under
the Pre-IPO ESOP, the Post-IPO Share Option Scheme and Post-IPO RSU Scheme:

. Mr. Su Hua will be interested in and will control, through Reach Best, 427,469,521
Class A Shares and 56,961,183 Class B Shares, representing approximately 11.79% of
our total issued share capital, approximately 11.79% of the voting rights in our
Company with respect to shareholder resolutions relating to Reserved Matters, and

approximately 39.36% with respect to matters other than the Reserved Matters.

- 10 -
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o Mr. Cheng Yixiao will be interested in and will control, through Ke Yong, 338,767,480
Class A Shares and 45,568,873 Class B Shares, representing approximately 9.36% of our
total issued share capital, approximately 9.36% of the voting rights in our Company
with respect to shareholder resolutions relating to Reserved Matters, and approximately

31.20% with respect to matters other than the Reserved Matters.

Assuming (i) the Over-allotment Option is fully exercised, pursuant to which the Option
Grantors may be required to sell up to an aggregate of 4,045,400 Class B Shares (among which
Reach Best may be required to sell up to 2,247,400 Class B Shares, Ke Yong may be required to
sell up to 1,798,000 Class B Shares) and we may be required to issue up to 50,737,300 new Class
B Shares, (ii) 363,146,799 Class B Shares will be issued pursuant to the exercised options under
the Pre-IPO ESOP upon the Listing; and (iii) no other Shares are issued pursuant to the
unexercised options under the Pre-IPO ESOP, the Post-IPO Share Option Scheme and Post-IPO
RSU Scheme:

. Mr. Su Hua will be interested in and will control, through Reach Best, 427,469,521
Class A Shares and 54,713,783 Class B Shares, representing approximately 11.59% of
our total issued share capital, approximately 11.59% of the voting rights in our
Company with respect to shareholder resolutions relating to Reserved Matters, and

approximately 39.16% with respect to matters other than the Reserved Matters.

. Mr. Cheng Yixiao will be interested in and will control, through Ke Yong, 338,767,480
Class A Shares and 43,770,873 Class B Shares, representing approximately 9.20% of our
total issued share capital, approximately 9.20% of the voting rights in our Company
with respect to shareholder resolutions relating to Reserved Matters, and approximately

31.04% with respect to matters other than the Reserved Matters.

Therefore, immediately after the completion of the Global Offering, Mr. Su Hua, Mr. Cheng
Yixiao, Reach Best and Ke Yong will be our Controlling Shareholders after the Listing.

For further details, see “Share Capital — Weighted Voting Rights Structure” and

“Relationship with our Controlling Shareholders.”

Our WVR Structure will enable the WVR Beneficiaries to exercise voting control over us
notwithstanding the WVR Beneficiaries do not hold a majority economic interest in the share
capital of our Company. This will enable us to benefit from the continuing vision and leadership of

the WVR Beneficiaries who will control us with a view to its long-term prospects and strategy.

— 11 -
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Mr. Su Hua and Mr. Cheng Yixiao have been integral to, and have been materially
responsible for, the founding, development and success of our Company. Mr. Su Hua and Mr.
Cheng Yixiao, sharing the philosophy that everyone’s lives are worth chronicling, have been
steering us to pursue the mission to increase every individual’s unique happiness through AI and
big data technology, assisting them in seeking attention from or being understood by others, or in
learning useful things or discovering people who they resonate with. They believe that we should
strive to be the most customer-obsessed company in the world and to empower everyone to
unleash their talents and discover their needs so as to elevate their unique happiness. Their
embrace of these values drove them to build a technology platform designed to elevate the often

overlooked, yet diverse, vibrant and energetic communities of people in China.

Over the years, Mr. Su Hua and Mr. Cheng Yixiao have led us to evolve from a tool-based
business into a full-spectrum content-based social platform generating revenues from multiple
sources including live streaming, online marketing services, e-commerce, online games, online
knowledge-sharing and other value-added services, which has contributed to our rapid growth and

Success.

Mr. Su Hua graduated from the School of Software of Tsinghua University (& 2 K5 #i {2
Bit). After graduation, he worked as an engineer at Google China and Baidu, Inc. and went on to
start his own businesses. During our early stages, envisaging the potential market of short videos
and value of creating a social video network to enable users to better connect and understand each
another, Mr. Su Hua and Mr. Cheng Yixiao decided to transform our Company from a tool-based

business into a short video platform dedicated to “recording and sharing.”

Since then, Mr. Su Hua has been the Chief Executive Officer of our Company and has been
responsible for making a series of strategic and pivotal decisions, including strategic direction,
business management, innovation, technology, research and development, corporate culture,
publicity, governmental affairs, finance, legal, commercialization, talent acquisition and overseas
development. Mr. Su Hua has also been actively involved in our products and services,
maintenance and development of our ecosystem and new business incubation. To differentiate
ourselves from other video platforms, Mr. Su Hua led our team to significantly improve the
algorithms deployed for content recommendation and introduced Al technologies to achieve highly
efficient and personalized content recommendation. Mr. Su Hua has also been responsible for
strategic investments and acquisitions and actively involved in our investment strategy, allowing us

to forge close relationships with investee companies to create synergies across our ecosystem.

- 12 -
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Prior to founding our Group, Mr. Cheng Yixiao was a software engineer and developer at
Hewlett-Packard from August 2007 to July 2009, and worked at Renren Inc. from September 2009
to February 2011. “GIF Kuaishou” was initially launched by Mr. Cheng Yixiao in 2011 as a tool
for users to create and share animated images known as GIFs. Since transformation of our platform
from a tool to a short video social platform in 2013, Mr. Cheng Yixiao has served as the Chief
Product Officer. Mr. Cheng Yixiao has been responsible for all product-related matters, including
developing new apps, product iteration, creating new app features and optimizing user interface.
Mr. Cheng Yixiao has been leading our new business incubation (such as e-commerce and online
games), maintenance and development of our ecosystem. He has also been responsible for strategic
investments and acquisitions. Mr. Cheng Yixiao has also participated in formulating our strategic
direction and business innovation, and introducing principles of sociology and economics to the
design of content recommendation algorithms. Mr. Cheng Yixiao believes that we should be an
inclusive and diverse content community that embraces all walks of life and champions ordinary

people and their unique stories.

Mr. Cheng Yixiao is a proponent of original content. Since “GIF Kuaishou” was launched in
2011, he has formulated and adhered to the policy that there should be no forwarding or reposting
function embedded in our products with the goal of encouraging users to produce original content.
Under the influence of Mr. Cheng Yixiao, we have been providing users with a diverse range of
content that matches their interests and allocating exposure to a broader set of content creators,
which differentiates us from other platforms that focus more on recommending content created by
key opinion leaders or other popular content creators, and enables us to develop a thriving user

generated content-based community.

Prospective investors are advised to be aware of the potential risks of investing in companies
with weighed voting rights structures, in particular that interests of the WVR Beneficiaries may
not necessarily always be aligned with those of our Shareholders as a whole, and that the WVR
Beneficiaries will be in a position to exert significant influence over the affairs of our Company
and the outcome of shareholders’ resolutions, irrespective of how other shareholders vote.
Prospective investors should make the decision to invest in our Company only after due and
careful consideration. For further information about the risks associated with the WVR Structure
adopted by our Company, see “Risk Factors — Risks Related to the WVR Structure — Our
proposed dual-class structure with voting rights will limit your ability to influence corporate
matters and could discourage others from pursuing any change of control transactions that holders

of our Shares may view as beneficial.”

— 13 -
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RISK FACTORS

Our business and the Global Offering involve certain risks, which are set out in “Risk
Factors” in this prospectus. You should read that section in its entirety carefully before you decide

to invest in our Shares. Some of the major risks we face are relating to:

. our ability to retain our existing users, keep them engaged or acquire new users in a

cost-efficient manner;

. our ability to attract, cultivate and retain content creators and whether our content

creators continue to contribute content that is valuable to our users;

. our ability to maintain our unique community culture and our vibrant ecosystem, and to

retain our existing business partners or attract new business partners;

. the fact that the industry in which we operate is characterized by constant change, and
our ability to keep up with changes in user preferences or behaviors, or to continuously

innovate our technologies or to design features that meet the expectations of our users;

. our ability to effectively manage our growth as a result of the increased complexity of

our business;

. the fact that we incurred net losses during the Track Record Period and may not be able

to achieve or maintain profitability in the future;

. our ability to continue to grow or maintain our paying user base and to increase ARPPU

for live streaming;

. our ability to attract new advertisers, retain existing advertisers, and maintain

advertisers’ demand for our online marketing services;

. the fact that our other monetization strategies, including e-commerce, may not remain
effective or continue to grow and that we cannot guarantee that we will be able to

successfully develop new monetization channels and generate sustainable growth;

. the fact that user misconduct and inappropriate content may adversely impact our brand
image, business and results of operations, and that we may be held liable for
information or content displayed on, retrieved from or linked to our platform or website

or distributed to our users;

— 14 —
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. the fact that the internet business is highly regulated in China;

. the fact that we may be subject to intellectual property infringement claims or other
allegations by third parties for information or content displayed on, retrieved from or
linked to, our platform, or distributed to our users, or for proprietary information

appropriated by former employees;

. the fact that concerns about collection and use of users’ personal data and other
privacy-related and data security matters could damage our reputation and deter current

and potential users from using our products and services; and

. the fact that the we face significant competition from internet companies that operate
content-based social platforms, online marketing businesses and e-commerce platforms

in China, and our ability to compete effectively.

CONTRACTUAL ARRANGEMENTS

Our Company operates or may operate in certain industries that are subject to foreign
restrictions under 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 control our Consolidated Affiliated Entities through the Contractual Arrangements.
Hence, we do not directly own any equity interest in our Consolidated Affiliated Entities. Pursuant
to the Contractual Arrangements, we have effective control over the financial and operational
policies of our Consolidated Affiliated Entities and are entitled to all the economic benefits
derived from the Consolidated Affiliated Entities’ operations. For further details, see “Contractual

Arrangements” in this prospectus.
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The following simplified diagram illustrates the flow of economic benefits from our
Consolidated Affiliated Entities to WFOE and our Company as stipulated under the Contractual

Arrangements:

Kuaishou Technology

100%

WFOE «------- -+ Registered Shareholders”

Technical consultation

. Service fees
and services

-— -

¢ - - - —

PRC Holdcos and subsidiaries

Notes:

(1)  Registered Shareholders refer to the registered shareholders of the PRC Holdcos. See “Contractual Arrangements”
for details.

(2) “—— 7 denotes direct legal and beneficial ownership in the equity interest. WFOE is an indirect wholly-owned
subsidiary of Kuaishou Technology.

(3) “— - p 7 denotes contractual relationship.

(4)  “ = — = ” denotes the control by WFOE over the Registered Shareholders and the PRC Holdcos through (i) powers
of attorney to exercise all shareholders’ rights in the PRC Holdcos, (ii) exclusive options to acquire all or part of
the equity interests and assets in the PRC Holdcos and (iii) equity pledges over the equity interests in the PRC
Holdcos.

OUR COST STRUCTURE

Our costs and expenses are primarily associated with revenue sharing to streamers and related
taxes, bandwidth expenses and server custody costs, depreciation of property and equipment and
right-of-use assets, and amortization of intangible assets, payment processing costs and other costs
including employee benefit expenses, as well as our selling and marketing expenses, research and

development expenses and administrative expenses.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary financial data from our consolidated financial
information for the Track Record Period, extracted from the Accountant’s Report set out in
Appendix I to this prospectus. The summary consolidated financial data set forth below should be
read together with, and is qualified in its entirety by reference to, the consolidated financial
statements in this prospectus, including the related notes. Our consolidated financial information

was prepared in accordance with IFRS.

Selected Consolidated Income Statement Items

The following table sets forth our consolidated income statements, both in absolute amounts

and as percentages of our total revenues, for the periods indicated:

Year ended December 31, Nine months ended September 30,
2017 2018 2019 2019 2020
RMB % RMB % RMB % RMB % RMB %
(in thousands, except for percentages)
(unaudited)
Revenues . . .. ... .. 8,339,578 1000 20,300,645 1000 39,120,348 1000 27,267,968  100.0 40,677,441  100.0
Cost of revenues . . . . . . (5,728,748)  (68.7) (14,498423)  (T1.4) (25,016,774)  (63.9) (17,7198,1360)  (65.3) (25,366,636)  (62.4)
Gross profit . . . . .. .. 2,610,830 I3 5802,222 286 14,103,574 360 9,469,832 47 15,310,805 3.6
Selling and marketing
eXPenses . . . ... ... (1,359,624)  (164) (4262,046)  (21.0) (9,805,020  (25.2) (5,578,609)  (20.5) (19,833271)  (48.8)
Administrative expenses. . . (227,968) 27) (542417 2.7  (865,375) 22 (572,674 (2.1)  (1,081,347) 2.7)
Research and development
eXPenses . . . . ... .. (476,618) (5.6)  (1,755,324) (8.6)  (2,944,277) (1.5)  (2,049,564) (15)  @17907)  (10.1)
Other income. . . . . . .. 19,290 0.2 107,575 05 292,031 0.7 183,139 0.7 396,151 1.0
Other gains/(losses), net. . . 42,041 0.5 129,277 0.6 (32,843) (0.1) 211,180 0.8 383,141 1.0
Operating profit/(loss) . . . 607,951 13 (520,713) (2.6) 688,084 18 1,663,304 61  (8942,428)  (22.0)
Finance (expense)/income,
11 (26,076) (03) 52,164 03 (11,037) (0.0) 6,284 0.0 (26,571) (0.1)

Fair value changes of
convertible redeemable
preferred shares. . . . . . (20,522,376)  (246.1) (11,932,515)  (58.8) (19.943,114) (51

=

) (2.890,0000  (10.6) (89,150,056)  (219.1)
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Year ended December 31, Nine months ended September 30,
2017 2018 2019 2019 2020

RMB % RMB % RMB % RMB % RMB %
(in thousands, except for percentages)

(unaudited)
Loss before income tax. . . (19,940,501)  (239.1) (12,401,064)  (61.1) (19,265467)  (49.2) (1,220,302 4.5) (98,119,055)  (241.2)
Income tax
(expenses)/benefits . . . . (104,449 (1.3) (28,221) 0.1y (386,067) (LO)  (396,943) (1

Loss for the year/period
attributable to the equity
holders of the Company . (20,044,950)  (240.4) (12,429,285)  (6L.2) (19,651,534)  (50.2) (1,617,445  (59) (97,371,462) (239.4)

4) 747,593 18

Non-IFRS Measures:
Adjusted net profit/(loss)

(unaudited)” . . . . .. 773,961 9.3 204,831 L0 1,033,883 26 1,836,684 6.7 (72443190  (17.9)
Adjusted EBITDA

(unaudited)® . . . . .. 1019986 122 1360473 67 3,591,370 92 3594790 132 (4543360  (112)

Notes:

(1)  Adjusted net profit/(loss) is a non-IFRS measure. We define “adjusted net profit/(loss)” as loss for the year or
period adjusted by adding back share-based compensation expenses and fair value changes of convertible
redeemable preferred shares. Adjusted net profit/(loss) is not a measure required by, or presented in accordance
with, IFRS. The use of adjusted net profit/(loss) has limitations as an analytical tool, and you should not consider it
in isolation from, as a substitute for analysis of, or superior to, our results of operations or financial condition as

reported under IFRS. For more details, see “Financial Information — Non-IFRS Measures”.

(2)  Adjusted earnings before interest, taxes, depreciation and amortization (“adjusted EBITDA”) is a non-IFRS
measure. We define adjusted EBITDA as adjusted net profit/(loss) for the year or period adjusted by adding back
income tax expenses/(benefits), depreciation of property and equipment, depreciation of right-of-use assets,
amortization of intangible assets, and finance expense/(income), net. Adjusted EBITDA is not a measure required
by, or presented in accordance with IFRS. The use of adjusted EBITDA has limitations as an analytical tool, and
you should not consider it in isolation from, or as a substitute for analysis of, or superior to, our results of
operations or financial condition as reported under IFRS. For more details, see “Financial Information — Non-IFRS

Measures”.

During the Track Record Period, our revenues grew from RMBS8.3 billion in 2017 to
RMB20.3 billion in 2018 and RMB39.1 billion in 2019, and from RMB27.3 billion in the nine
months ended September 30, 2019 to RMB40.7 billion in the nine months ended September 30,
2020. Although we recorded operating profit of RMB608.0 million, RMB688.7 million and
RMB1.7 billion in 2017, 2019 and the nine months ended September 30, 2019, respectively, we
recorded operating losses of RMB520.7 million and RMBS8.9 billion in 2018 and the nine months
ended September 30, 2020, respectively. Our operating losses of RMB520.7 million and RMB8.9
billion in 2018 and the nine months ended September 30, 2020, respectively, were primarily
attributable to the increased selling and marketing expenses as a percentage of our total revenues
as a result of our efforts to grow our user base and user engagement, enhance our brand
recognition and develop our overall ecosystem. We had net loss of RMB20.0 billion, RMB12.4
billion, RMB19.7 billion, RMB1.6 billion and RMB97.4 billion in 2017, 2018, 2019 and the nine
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months ended September 30, 2019 and September 30, 2020, respectively. Although we recorded
adjusted net profit of RMB774.0 million, RMB204.8 million, RMB1.0 billion and RMB1.8 billion
in 2017, 2018 and 2019 and the nine months ended September 30, 2019, respectively, we recorded
adjusted net loss of RMB7.2 billion in the nine months ended September 30, 2020. Adjusted net
profit/(loss) is a non-IFRS measure. By excluding primarily the fair value changes of convertible
redeemable preferred shares of RMB&9.2 billion from our net loss of RMB97.4 billion in the nine
months ended September 30, 2020, our adjusted net loss of RMB7.2 billion in the same period was
mainly due to our strategic decision to invest more in selling and marketing efforts, among others,
to continue to grow our user base and user engagement, enhance our brand recognition and

develop our overall ecosystem.

Reconciliation for Non-IFRS Measures

We believe that the presentation of non-IFRS measures facilitate comparisons of operating
performance from period to period and company to company by eliminating the potential impact of
items that our management does not consider to be indicative of our operating performance, such
as certain non-cash items. The use of these non-IFRS measures has limitations as an analytical
tool, and you should not consider them in isolation from, as a substitute for, analysis of, or
superior to, our results of operations or financial conditions as reported under IFRS. In addition,
these non-IFRS financial measures may be defined differently from similar terms used by other
companies, and may not be comparable to other similarly titled measures used by other companies.
Our presentation of these non-IFRS measures should not be construed as an implication that our
future results will be unaffected by unusual or non-recurring items. The following table sets forth a
reconciliation of our non-IFRS financial measures for the periods indicated to the nearest measures

prepared in accordance with IFRS:

Nine months ended

Year ended December 31, September 30,
2017 2018 2019 2019 2020
(in RMB thousands)
(unaudited)

Loss for the year/period

attributable to the equity

holders of the Company. . . . ... (20,044,950) (12,429,285) (19,651,534) (1,617,445) (97,371,462)
Add:
Share-based compensation

expenses'. ... L. 296,535 701,601 742,303 564,039 977,087
Fair value changes of convertible

redeemable preferred shares® ... 20,522,376 11,932,515 19,943,114 2,890,090 89,150,056
Adjusted net profit/(loss)

(unaudited)® . ... .......... 773,961 204,831 1,033,883 1,836,684  (7,244,319)
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Adjusted net profit/(loss)

(unaudited)® ... ...........

Add:

Income tax expenses/(benefits) . . . .

Depreciation of property and

equipment . .. ... ... ... ...
Depreciation of right-of-use assets . .

Amortization of intangible assets

Finance expense/(income), net. . . . .

Adjusted EBITDA (unaudited)” . .

Notes:

Year ended December 31,

Nine months ended
September 30,

2017 2018 2019 2019 2020
(in RMB thousands)
(unaudited)

773,961 204,831 1,033,883 1,836,684  (7,244,319)
104,449 28,221 386,067 396,943 (747,593)
84,186 828,980 1,405,313 906,771 2,174,192
24,085 325,831 692,228 418,679 1,157,218
7,229 24774 62,842 41,997 90,569
26,076 (52,164) 11,037 (6,284) 26,571
1,019,986 1,360,473 3,591,370 3,594,790  (4,543,362)

(1)  Share-based compensation expenses mainly represent share-based compensation expenses incurred in connection

with our Pre-IPO Share Option Scheme. Share-based compensation expenses are not expected to result in future

cash payments and are not indicative of our core operating results.

(2)  Fair value changes of convertible redeemable preferred shares represent changes in the fair value of the convertible

redeemable preferred shares issued by our Company and relate to changes in the valuation of our Company. Fair

value changes of the convertible redeemable preferred shares are not directly related to our ability to generate

revenue from our daily operations, and we do not expect to record any further fair value changes of the convertible

redeemable preferred shares as such convertible redeemable preferred shares will be re-designated from liabilities

to equity as a result of the automatic conversion into ordinary shares upon the Listing.

(3) A non-IFRS measure.
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Selected Consolidated Balance Sheet Items

The following table sets forth selected information from our consolidated balance sheets as of
the dates indicated:

As of
As of December 31, September 30,
2017 2018 2019 2020
(in RMB thousands)

Assets
Non-current assets:
Property and equipment. ........... 1,057,278 2,420,770 6,232,305 7,021,382
Right-of-use assets ............... 865,623 1,272,218 4,352,638 5,394,482
Financial assets at fair value through

profitorloss .................. 49,200 677,919 2,258,272 3,998,760
Total non-current assets. . .......... 2,052,253 5,696,381 15,103,302 20,638,967
Current assets:
Trade receivables . ............... 136,641 129,045 1,107,440 1,812,648
Financial assets at fair value through

profitorloss .................. 2,472,037 4,273,517 8,902,270 8,546,045
Cash and cash equivalents. . ........ 2,688,512 5,370,332 3,996,236 7,703,012
Total current assets . . ............. 5,641,640 10,783,118 17,311,080 30,880,155
Total assets. . . .................. 7,693,893 16,479,499 32,414,382 51,519,122
Liabilities
Non-current liabilities:
Lease liabilities. . ... ............. 695,784 892,257 3,287,984 3,945,201
Convertible redeemable preferred

shares . .......... ... .. .. ... .. 26,652,555 47,211,431 69,444,163 52,389,987
Total non-current liabilities. . ..... .. 27,348,339 48,141,573 72,769,647 56,368,777
Current liabilities:
Accounts payables. . .............. 1,802,517 2,025,563 9,055,133 10,913,350
Advances from customers . ......... 190,074 475,553 1,529,608 3,031,158
Convertible redeemable preferred

shares . .......... ... .. .. ..... — — — 122,847,844
Total current liabilities . ........... 2,531,039 4,042,408 15,373,771 143,491,717
Total liabilities. . ... ............. 29,879,378 52,183,981 88,143,418 199,860,494
Equity attributable to the equity

holders of the Company:
Share Capital. .. ................. 30 30 30 30
Other reserves. . .. ............... 1,016,820 (28,397) (321,281) 4,437,845
Accumulated losses. . ............. (23,202,335) (35,676,115) (55,407,785) (152,779,247)
Total equity . ................... (22,185,485) (35,704,482) (55,729,036) (148,341,372)
Total equity and liabilities ... ... .. 7,693,893 16,479,499 32,414,382 51,519,122
Net current assets/(liabilities) . . . ... 3,110,601 6,740,710 1,937,309 (112,611,562)
Net liabilities .................. (22,185,485) (35,704,482) (55,729,036) (148,341,372)
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Although we recorded net current assets of RMB3.1 billion, RMB6.7 billion and RMB1.9
billion as of December 31, 2017, 2018 and 2019, respectively, we had net current liabilities of
RMBI112.6 billion as of September 30, 2020, primarily due to (i) accounting treatment for the
increases in the fair values of our convertible redeemable preferred shares driven by the increases
in the valuation of our Company (see paragraph below for more details) and (ii) the redemption
rights of our convertible redeemable preferred shares. Our convertible redeemable preferred shares
are to be classified as current liabilities if the holders of the convertible redeemable preferred
shares can demand us to redeem the convertible redeemable preferred shares within 12 months
after the end of the reporting period. In October 2020, all the holders of our preferred shares
agreed to modify the redemption commencement date to April 30, 2022. We are no longer in net
current liability position after the modification. All the redemption rights of our convertible
redeemable preferred shares will be terminated upon the Listing. See “Financial Information —
Analysis of Selected Balance Sheet Items — Working Capital — Net current assets/(liabilities).”

As of December 31, 2017, 2018 and 2019 and September 30, 2020, we had net liabilities of
RMB22.2 billion, RMB35.7 billion, RMB55.7 billion and RMB148.3 billion, respectively, primarily
due to accounting treatment for the increases in the fair values of our convertible redeemable
preferred shares driven by the increases in the valuation of our Company. This also led to the
increases in our losses during the Track Record Period. Our convertible redeemable preferred
shares will be re-designated and reclassified from liabilities to equity as a result of the automatic
conversion into ordinary shares upon the Listing, after which we do not expect to recognize any
further loss or gain on fair value changes from convertible redeemable preferred shares and will
return to a net assets position. See “Financial Information — Analysis of Selected Balance Sheet
Items — Net Liabilities.”

With respect to the underlying reasons for material fluctuations of other consolidated balance

sheet items during the Track Record Period, see “Financial Information — Analysis of Selected

Balance Sheet Items.”
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Selected Consolidated Cash Flow Items

The following table sets forth a summary of our cash flows for the periods indicated:

Nine months ended
Year ended December 31, September 30,

2017 2018 2019 2019 2020

(in RMB thousands)
(unaudited)
Net cash generated from/(used

in) operating activities" . .. .. 2,055,418 1,819,254 8,020,090 6,111,970 (768,417)
Net cash used in investing

activities . . ............... (2,896,802) (5,623,084) (10,148,560) (8,358,373) (15,570,288)
Net cash generated from/(used

in) financing activities. . ... .. 2,358,236 6,033,532 698,051 (152,374) 20,067,064
Net increase/(decrease) in cash

and cash equivalents . ....... 1,516,852 2,229,702 (1,430,419) (2,398,777) 3,728,359
Cash and cash equivalents at the

beginning of the year/period .. 1,301,005 2,688,512 5,370,332 5,370,332 3,996,236
Effects of exchange rate changes

on cash and cash equivalents. . (129,345) 452,118 56,323 126,676 (21,583)
Cash and cash equivalents at the

end of the year/period....... 2,688,512 5,370,332 3,996,236 3,098,231 7,703,012
Note:

(1)  Line items for net cash generated from/(used in) operating activities:

Nine months ended

Year ended December 31, September 30,
2017 2018 2019 2019 2020
(in RMB thousands)
(Unaudited)

Cash flows from operating

activities
Operating profit/(loss) before

changes in working capital. . . . 993,131 1,332,981 3,714,442 3,453,001 (4,941,985)
Changes in working capital . . . . . 1,082,624 564,632 5,167,926 3,058,002 4,848,603
Cash generated from/(used in)

operations . . . . ... ....... 2,075,755 1,897,613 8,882,368 6,511,003 (93,382)
Income tax paid. . .......... (20,337) (78,359) (862,278) (399,033) (675,035)
Net cash generated from/(used

in) operating activities. . . . . . 2,055,418 1,819,254 8,020,090 6,111,970 (768,417)
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Although we generated net operating cash inflows of RMB2.1 billion, RMBI1.8 billion and
RMBS8.0 billion in 2017, 2018 and 2019, respectively, we had net operating cash outflows of
RMB768.4 million in the nine months ended September 30, 2020, primarily due to our loss before
income tax of RMBO98.1 billion, adjusted by adding back non-cash items and the changes in
working capital. Our loss before income tax of RMBO98.1 billion in the nine months ended
September 30, 2020 was primarily attributable to our strategic decision to invest more in selling
and marketing efforts to continue to grow our user base and user engagement, enhance our brand
recognition and develop our overall ecosystem. For more details, see “Financial Information —

Liquidity and Capital Resources — Net Cash Generated from/(Used in) Operating Activities.”

We believe ongoing investments in our user base and engagement, brand recognition and the
overall ecosystem will help us better capture the massive market opportunities in China’s short
video industry. Specifically, we expect to continue to invest in selling and marketing as well as
research and development efforts to bring more content, products and services to our users and
customers. It will in turn enlarge our user base with more engagement, interaction and time spent
on our platform, resulting in enhanced monetization capabilities of our platform across multiple
revenue streams and ultimately continuous revenue growth. As a result, we expect to improve
operating leverage and achieve profitability, and accordingly, we expect our operating cash flow

position to improve going forward. For more details, see “Business — Business Sustainability.”

We expect to use the financial resources available to us, including our cash and cash
equivalents on hand, time deposits and wealth management products, the estimated net proceeds
from the Global Offering, cash generated from operating activities, and other funds raised from the
capital markets from time to time to meet our working capital needs during our loss-making

period.

KEY FINANCIAL RATIOS

The following table sets forth certain of our key financial ratios for the periods indicated:

Nine months ended

Year ended December 31, September 30,
2017 2018 2019 2019 2020
(unaudited)

Revenue growth (%) .......... N/A 143.4 92.7 N/A 49.2
Gross margin“)(%) ........... 31.3 28.6 36.1 34.7 37.6
Adjusted EBITDA margin®®

(%) ..o 12.2 6.7 9.2 13.2 (11.2)
Adjusted net margin®®(%) . . .. 9.3 1.0 2.6 6.7 (17.8)
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Notes:

(1) Gross margin is calculated by dividing gross profit by our revenues.

(2)  Adjusted EBITDA margin is calculated by dividing adjusted EBITDA by our revenues and is a non-IFRS measure.

(3)  Adjusted net margin is calculated by dividing adjusted net profit/(loss) by our revenues and is a non-IFRS measure.

(4)  Our adjusted EBITDA margin was negative 11.2% in the nine months ended September 30, 2020 as our adjusted
EBITDA was negative RMB4.5 billion, which was primarily due to our net loss of RMB97.4 billion in the same
period primarily attributable to the increases in our costs and expenses as a percentage of our total revenues as we
continued to develop our overall ecosystem and grow our business strategically, partially offset by adding back the
fair value changes of convertible redeemable preferred shares of RMB89.2 billion, depreciation of property and
equipment of RMB2.2 billion and depreciation of right-of-use assets of RMB1.2 billion.

(5)  Our adjusted net margin was negative 17.8% in the nine months ended September 30, 2020 as our adjusted net loss

was RMB7.2 billion, which was primarily due to our net loss of RMB97.4 billion in the same period, partially
offset by adding back the fair value changes of convertible redeemable preferred shares of RMB®89.2 billion.

KEY OPERATING DATA

Unless otherwise specified, the following table sets forth certain of our key operating data on

Kuaishou App for the periods indicated:

Nine months ended

Year ended December 31, September 30,
2017 2018 2019 2019 2020

Average DAUs (in millions) . . .. 66.7 117.1 175.6 165.2 262.4
Average MAUSs (in millions). . . . 136.3 240.7 330.4 311.7 482.9
Average daily time spent per

DAU (in minutes) . ......... 52.7 64.9 74.6 74.0 86.3
Average MPUs for live

streaming (in millions) . ... .. 12.6 28.3 48.9 48.5 59.9
Monthly ARPPU for live

streaming (in RMB). ........ 52.5 54.9 53.6 52.5 47.0
Average online marketing

services revenue per DAU

(inRMB)................. 5.9 14.2 42.3 25.8 50.9
Total e-commerce GMV‘"

(in RMB millions). ......... — 96.6  59,641.1 16,833.3  204,060.3
Notes:

(I)  On our platform.

(2)  For the period from August to December 2018 only as we commenced our e-commerce business in August 2018.
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GOODWILL AND OTHER INTANGIBLE ASSETS

As of September 30, 2020, we had intangible assets of RMB1.3 billion, including goodwill of
RMB&837.0 million, which primarily arose from our business acquisitions in 2018. Based on the
result of goodwill impairment testing, which we conduct at least annually, no impairment was
identified in respect of goodwill as of December 31, 2018 and 2019 and September 30, 2020,
respectively. See “Risk Factors — Risks Related to Our Business — Acquisitions, investments or
strategic alliances may fail and have a material and adverse effect on our business, reputation and

results of operations.”

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We are applying for listing with a WVR structure under Chapter 8A of the Listing Rules and
satisfy the market capitalization requirement under Rule 8A.06(1) of the Listing Rules which
requires that a new applicant seeking a listing with a WVR structure must have a market
capitalization of at least HK$40 billion at the time of listing. We are also applying for Listing
under Rule 8.05(3) of the Listing Rules and satisfy the market capitalization/revenue test with
reference to (i) our revenue for the year ended December 31, 2019, being approximately RMB39.1
billion, which is significantly over HK$500 million required by Rule 8.05(3); and (ii) our expected
market capitalization at the time of Listing, which, based on the low-end of the indicative Offer

Price Range, significantly exceeds HK$4 billion required by Rule 8.05(3).

We have applied to the Listing Committee for the granting of the listing of, and permission to
deal in, the Class B Shares in issue (including the Class B Shares on conversion of the Preferred
Shares) and the Class B Shares to be issued pursuant to the (i) Global Offering, (ii) the exercise of
the Over-allotment Option, (iii) the Pre-IPO ESOP, the Post-IPO Share Option Scheme and
Post-IPO RSU Scheme and (iv) conversion of Class A Shares into Class B Shares on a one to one

basis/the Class B Shares that are issuable upon conversion of the Class A Shares.

No part of our Company’s Shares or loan capital is listed on or dealt in on any other stock
exchange and no such listing or permission to list is being or proposed to be sought in the near
future. All the Class B Shares will be registered on the branch register of our Company in Hong

Kong in order to enable them to be traded on the Stock Exchange.
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FUTURE DIVIDENDS

We are a holding company incorporated under the laws of the Cayman Islands. As a result,
the payment and amount of any future dividend will also depend on the availability of dividends
received from our subsidiaries. PRC laws require that dividends be paid only out of the profit for
the year calculated according to PRC accounting principles, which differ in many aspects from the
generally accepted accounting principles in other jurisdictions, including IFRS. PRC laws also
require foreign-invested enterprises to set aside at least 10% of its after-tax profits as the statutory
common reserve fund until the cumulative amount of the statutory common reserve fund reaches
50% or more of such enterprises’ registered capital, if any, to fund its statutory common reserves,

which are not available for distribution as cash dividends.

Dividend distribution to our Shareholders is recognized as a liability in the period in which
the dividends are approved by our Shareholders or Directors, where appropriate. During the Track
Record Period, we did not declare or distribute any dividend to our Shareholders. We do not have
any dividend policy and have no present plan to pay any dividends to our Shareholders in the
foreseeable future. However, we may distribute dividends in the future by way of cash or by other
means that we consider appropriate. A decision to declare and pay any dividends would require the
approval of the Board and will be at their discretion. In addition, any final dividend for a financial
year will be subject to Shareholders’ approval. As advised by our legal advisor on Cayman Islands
law, Maples and Calder (Hong Kong) LLP, a position of accumulated losses does not necessarily
restrict us to declare and pay dividends to our Shareholders, as dividends may still be declared and
paid out of our share premium account notwithstanding our profitability. In addition, under
applicable laws in the Cayman Islands, dividends may be paid only out of profits and share
premium, and a dividend can be paid provided that there is a profit on the current financial year

under review, without the requirement for making good losses from a prior financial year.

GLOBAL OFFERING

This prospectus is published in connection with the Hong Kong Public Offering as part of the
Global Offering. The Global Offering comprises of:

(a) the Hong Kong Public Offering of initially 9,130,500 Offer Shares (subject to
reallocation and adjustment) in Hong Kong as described in “Structure of the Global
Offering — The Hong Kong Public Offering;” and

(b) the International Offering of initially 356,088,100 Offer Shares (subject to reallocation,
adjustment and the Over-allotment Option) outside the United States in reliance on
Regulation S and in the United States to QIBs in reliance on Rule 144A or other

available exemption from the registration requirements of the U.S. Securities Act.
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The Offer Shares will represent 8.89% of the issued share capital of our Company
immediately following the completion of the Global Offering, assuming (i) the Over-allotment
Option is not exercised; (ii) 363,146,799 Class B Shares will be issued pursuant to the exercised
options under the Pre-IPO ESOP upon the Listing; and (iii) no other Shares are issued pursuant to
the unexercised options under the Pre-IPO ESOP, the Post-IPO Share Option Scheme and the
Post-IPO RSU Scheme.

RECENT DEVELOPMENTS

Key Operating Data

Unless otherwise specified, the following table sets forth certain of our key operating data on

Kuaishou App for the periods indicated:

11 months ended November 30,

2019 2020

Average DAUs (in millions) . .......... ... ... ... ....... 171.7 263.8
Average MAUs (in millions) . . ........................ 323.9 481.4
Average daily time spent per DAU (in minutes) . .......... 74.2 86.7
Average MPUs for live streaming (in millions)............ 48.5 58.1
Monthly ARPPU for live streaming (in RMB). . ........... 53.4 47.6
Average online marketing services revenue per DAU

(An RMB). .. 36.5 71.4
Total e-commerce GMV‘? (in RMB millions). . ........... 42.348.5 332,682.2
Note:

(1)  On our platform.

Unaudited Financial Information for the Eleven Months Ended November 30, 2020

Based on our unaudited management accounts, our total revenues for the eleven months
ended November 30, 2020 were RMBS52.5 billion. Our gross profit was RMB20.9 billion,
representing a gross margin of 39.9%, in the eleven months ended November 30, 2020. Our

operating loss was RMB9.4 billion in the eleven months ended November 30, 2020.

The foregoing unaudited financial information for the eleven months ended November 30,
2020 is derived from our unaudited interim condensed financial information for the eleven months
ended November 30, 2020. We are responsible for the preparation of our unaudited interim

condensed financial information for the eleven months ended November 30, 2020 in accordance
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with International Accounting Standard 34 “Interim Financial Reporting.” Our unaudited interim
condensed financial information for the eleven months ended November 30, 2020 has been
reviewed by our Reporting Accountant in accordance with International Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the Independent

Auditor of the Entity” issued by the International Auditing and Assurance Standards Board.
Purchase and Lease of Certain Properties

We entered into a framework agreement with Beijing Shounong Information Industrial
Investment Co., Ltd. (“Beijing Shounong”) on January 15, 2021, pursuant to which we, through
Beijing Kuaishou, agreed to purchase certain properties with a total gross floor area of
approximately 114.2 thousand square meters at a total consideration (tax inclusive) of
approximately RMB2.8 billion and to lease certain properties with a total gross floor area of
approximately 119.5 thousand square meters and relevant parking spaces for a total rental fee of
approximately RMB22.8 million per month for the first three years, subject to certain conditions
and the final terms in the property purchase contract and lease agreement to be entered into. These
properties will mainly be used as our offices. We plan to pay the consideration for the property

acquisition from our internal funds.
Notice 78

On November 12, 2020, the NRTA issued its Circular on Strengthening the Administration of
Online Show Live Streaming and E-commerce Live Streaming (B 7 i 5 44 4% 75 35 ELIG A1 &6 B
AR D) (“Notice 78”), which sets forth registration requirements for platforms providing
online show live streaming or e-commerce live streaming as well as requirements for certain live
streaming businesses with respect to real-name registration, limits on user spending on virtual
gifting, restrictions on minors on virtual gifting, live stream review personnel requirements,
content tagging requirements, and other requirements. During the Track Record Period, we
generated a majority of our revenues from our live streaming business. We are still in the process
of obtaining further guidance from regulatory authorities and evaluating the applicability and
effect of the various requirements under Notice 78 on our business. Any limits on user spending on
virtual gifting ultimately imposed may negatively impact our revenues derived from virtual gifting
and our results of operations. For more information, see “Risk Factors — Risks Related to Our
Business — Given that the internet business is highly regulated in China, intensified government
regulation of the short video, live streaming and e-commerce industries in China could also restrict
our ability to maintain or increase our user base or the user traffic to our platform, which will
materially and negatively impact our business operations and financial results. Our failure to

obtain and maintain requisite approvals, licenses or permits applicable to our business or any
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changes in government policies or regulations, could harm our business,” “Regulatory Overview
— Regulations Relating to Online Live Streaming Services” and “Business — Licenses and

Regulatory Approvals — Notice 78.”

After performing sufficient due diligence work which our Directors consider appropriate and
after due and careful consideration, our Directors confirm that, up to the date of this prospectus,
save for the subsequent events as described in Note 38 to the Accountant’s Report set forth in

13

Appendix 1 to this prospectus and the recent developments as described in “— Recent
Developments” in this section above, there has been no material adverse change in our financial or
trading position since September 30, 2020, being the end date of the periods reported in the
Accountant’s Report in Appendix I to this prospectus, and there has been no event since September
30, 2020 that would materially affect the information as set out in the Accountant’s Report in

Appendix I to this prospectus.

LOSS ESTIMATE FOR THE YEAR ENDED DECEMBER 31, 2020

On the basis set out in Appendix III to this prospectus, and in the absence of unforeseen
circumstances, we estimate that our unaudited consolidated loss attributable to the equity holders
of our Company for the year ended December 31, 2020 to be not more than RMB116.7 billion
(equivalent to approximately HK$139.5 billion). Our loss estimate for the year ended December
31, 2020 has been substantially impacted by the fair value changes of our convertible redeemable
preferred shares. Our convertible redeemable preferred shares will be automatically converted into
ordinary shares upon the Listing, after which we do not expect to recognize any further loss or
gain on fair value changes from convertible redeemable preferred shares. For details about our
operating loss for the eleven months ended November 30, 2020 based on our unaudited

’

management accounts, see “— Recent Developments.” For details about the estimate of our
consolidated operating loss for the year ended December 31, 2020, see “Appendix III — Loss

Estimate.”

In line with our overall growth strategy, we expect our selling and marketing expenses to
increase in absolute amount in 2020 compared to 2019 due to our continuous and increased efforts
to grow our user base and user engagement, enhance our brand recognition and develop our overall
ecosystem. As a result, we expect our net loss for the year ended December 31, 2020 to increase
compared to the year ended December 31, 2019. Additionally, we expect our selling and marketing
expenses and research and development expenses to continue to increase in absolute amount in the
near future as we continue to invest in our ecosystem. As a result, we cannot assure you that we
will turn profitable in the near future. See “Risk Factors — Risks Related to Our Business — We
incurred net losses during the Track Record Period and may not be able to achieve or maintain

profitability in the future.”
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We believe that our investments in selling and marketing and other efforts will continue to
contribute to our plan to achieve profitability by growing our user base and user engagement,

increasing our monetization and improving operating leverage.

IMPACT OF COVID-19 ON OPERATIONS

Due to the outbreak of COVID-19, our operations and financial performance in the nine
months ended September 30, 2020 were affected by the following specific factors: (i) changes in
user behaviors online which impacted our live streaming business; (ii) an increase in demand for
online services led to stronger growth in our user base and engagement, which in turn attracted
more online marketing customers; (iii) an increase in online purchases in lieu of offline
transactions due to social distancing measures contributed to the growth of our e-commerce
business, as evidenced by the amount of sales transacted on our platform; (iv) a surge in demand
for online social and entertainment services in lieu of physical gatherings due to social distancing
measures resulted in higher user traffic on our platform, which increased our bandwidth expenses,
server custody costs and other similar costs; and (v) in response to the outbreak, we took a series
of measures to protect our employees, including providing our employees with protective

equipment immediately after the outbreak, which increased our operating costs.

In addition, due to governments’ measures to contain the spread of the virus such as
restrictions on mobility and travel and cancellation of public activities, our operations have, to a
certain extent, been impacted by delays in business activities and commercial transactions as well
as general uncertainties surrounding the duration of the governments’ extended business and travel
restrictions. In particular, the travel restrictions resulted in the reduction in size or even
cancellation of our offline events, which temporarily adversely affected some of our marketing
activities. Moreover, we took a series of measures in response to the outbreak to protect our
employees, including, among others, temporary closure of our offices, remote working
arrangements for our employees, and travel restrictions or suspension. These measures temporarily

reduced the capacity and efficiency of our operations.

There remains significant uncertainties surrounding the COVID-19 outbreak and its further
development as a global pandemic. Should China experience further outbreak, China may again
take emergency measures to combat it, which may impact online businesses. As a result, the extent
of the disruption to our business and the related impact on our financial results and outlook for
2020 cannot be reasonably estimated at this time. For more details, see “Risk Factors — Risks
Related to Our Business — Our business operations and financial performance have been affected
by the COVID-19 outbreak” and “Financial Information — Impact of COVID-19 on Operations.”
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BUSINESS SUSTAINABILITY

Since our inception, we have focused on empowering users to record and share their lives
through videos. As an internet business in its early stage of operations, we are focused on building
scale and exploring the most suitable business models, rather than seeking immediate financial

returns or profitability, in order to lay a solid foundation for long-term development.

Our multiple levers to monetization have paved the way for our profitability and generated
sustainable operating cash flows to fund our business. In the meantime, we continued to invest in
growing our content community, user base and user engagement to support the long-term
development of our ecosystem. As our user base continued to expand and the industry continued to
evolve, we incurred higher selling and marketing expenses in order to retain and acquire users as

well as enhance our brand awareness, which have impacted our operating expenses.

As the short video and live streaming market continues to develop in China, huge market
opportunities, especially those for a significant-scale content-based social platform, continue to
emerge across a multitude of industries. To capitalize on these opportunities, we made a strategic
decision to invest in our overall ecosystem. For example, we invested in our selling and marketing
efforts, among other things, to grow our user base and user engagement and enhance our brand
recognition. We also invested in various other areas such as product development and research and
development capabilities. As a result of these efforts, our average DAUs on Kuaishou App
increased from 175.6 million in 2019 to 262.4 million in the nine months ended September 30,
2020. The average DAUs on our Kuaishou Express, which was officially launched in August 2019,
exceeded 100 million in August 2020, in just one year from its official launch. The average daily
time spent per DAU on Kuaishou App increased from 74.6 minutes in 2019 to 86.3 minutes in the
nine months ended September 30, 2020. We believe our investment in selling and marketing
efforts, among other things, has enlarged our user base, increased user engagement and enabled us
to capture the finite resource of user attention, which has ultimately enhanced our market

competitiveness.

We believe our enlarged user base, increased user engagement and enhanced brand image will
help us further grow and diversify our revenues. As our user base and user engagement continue to
grow, we expect to enjoy powerful network effects which will in turn generate more social
interactions and transactions on our platform and attract more users, advertisers, merchants and
other business partners to our platform. This will enable us to increase our revenues through
various monetization channels. Accordingly, as our ecosystem continues to grow, we believe our
scale, coupled with the self-reinforcing network effects, will enhance our ability to compete

effectively.
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Going forward, we plan to achieve profitability primarily by further (i) growing our user base
and user engagement, (ii) increasing our monetization, and (iii) increasing operating leverage. This
will allow us to increase our revenue and manage our costs and expenses, in order to reach and
maintain profitability and positive operating cash flows. See “Business — Business Sustainability”

for more details.
OFFERING STATISTICS
All statistics in the following table are based on the assumptions that (i) the Global Offering

has been completed and 365,218,600 Class B Shares are issued pursuant to the Global Offering;
and (ii) 4,108,194,737 Shares are issued and outstanding following the completion of the Global

Offering.
Based on an Offer Price Based on an Offer Price
of HK$105 per of HK$115 per
Offer Share Offer Share
Market capitalization of our Shares™ . .......... HK$431.4 billion HK$472.4 billion
Unaudited pro forma adjusted consolidated net HK$16.64 HK$17.52
tangible assets per Share™® .. ............... (RMB13.92) (RMB14.65)
Notes:

(1) The calculation of market capitalization is based on 4,108,194,737 Shares expected to be in issue immediately upon
completion of the Global Offering.

(2)  The unaudited pro forma adjusted consolidated net tangible assets per Share as of September 30, 2020 is calculated
after making the adjustments referred to in Appendix II to this prospectus and on the basis that 4,108,194,737
Shares are expected to be in issue immediately upon completion of the Global Offering.

For the calculation of the unaudited pro forma adjusted consolidated net tangible assets per
Share attributed to our Shareholders, see “A. Unaudited Pro Forma Statement of Adjusted

Consolidated Net Tangible Assets” in Appendix II to this prospectus.
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LISTING EXPENSES

Our listing expenses in connection with the Global Offering consist primarily of underwriting
commission and professional fees, and are estimated to be approximately RMBS582.6 million
(HK$696.6 million), representing approximately 1.7% of our gross proceeds from the Global
Offering (assuming that the Global Offering is conducted at the mid-point of the Offer Price range
and the Over-allotment Option is not exercised). During the Track Record Period, we incurred
listing expenses of RMB23.1 million, which was charged to our consolidated income statements.
We estimate that approximately RMB50.6 million of the remaining listing expense will be charged
to the consolidated income statements and RMBS508.9 million will be charged to equity upon

completion of the Global Offering.

USE OF PROCEEDS

Assuming an Offer Price of HK$110.00 per Offer Share (being the mid-point of the stated
range of the Offer Price of between HK$105.00 and HK$115.00 per Offer Share), we estimate that
we will receive net proceeds of approximately HK$39,477.4 million from the Global Offering after
deducting the underwriting commissions and other estimated expenses in connection with the
Global Offering. We intend to use the net proceeds from the Global Offering for the following
purposes and in the amounts set out below, subject to changes in light of our evolving business

needs and changing market conditions:

. approximately 35%, or HK$13,817.1 million, will be used to enhance and grow our

ecosystem, including but not limited to:

. continue enriching and improving the quality and diversity of our content offerings
on our platform in order to attract and retain a broad user base, including through
(i) encouraging users to create content on our platform, and (ii) promoting new
content categories that we have identified as addressing unmet user interests on our

platform;

. continue improving the experience of our users and business partners through
improved functionalities and services, including (i) improving our functions and
features to develop new interactive features and support our users in developing a
following, (ii) expanding our suite of online marketing solutions, formats and
options for advertisers to effectively reach their target audience and encouraging
the improvement of the quality of ads, and (iii) growing our e-commerce
marketplace and providing better tools to help merchants manage their businesses

and to enhance users’ product discovery and purchasing experience;
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. further expand user reach and enhance user engagement through online and offline
marketing and promotional activities, especially through targeted and precise
marketing and promotional campaigns driven by insights into user preferences,

such as app store advertisements and collaborations with targeted brands; and

. continue developing and expanding our product and service offerings to fulfill
evolving user needs that naturally arise from our ecosystem, including online

games, online knowledge sharing and other products and services;

approximately 30%, or HK$11,843.2 million, will be used to strengthen our research

and development and technological capabilities, including to:

. invest in technologies to strengthen our technological capabilities in areas such as
Al and big data, including to (i) continue developing deep reinforcement learning
algorithms and MMU technology to further enhance our personalized
recommendation engine, which enables us to amass deeper insights into user
preferences and improve the quality of our products and services, (ii) expanding
our big data computational engine to process the increasing amount of data
generated on our platform, (iii) investing in our machine learning, computer vision
and computer graphics capabilities to provide new and attractive content creation
tools and further encourage content creation and interaction on our platform, and
(iv) upgrading video compression and live streaming technologies to improve user
experience by ensuring higher video quality, lower latency, faster upload speed and

transmission stability under various network conditions;

. continuously retain and incentivize our research and development talents, attract
and cultivate top-notch experts, scientists, researchers and other talents in relevant
fields such as Al and data analytics in order to support our research and
development initiatives, including, but not limited to, (i) the development of
superior video compression technologies and their large-scale implementation, (ii)
the improvement of our streaming technologies to further enhance performance on
our apps, and (iii) further refining our technology-driven features and functions on

our apps such as AR, filters and other Special Effects; and
. continuously upgrade and scale our IT infrastructure, including data centers and

cloud computing bandwidth, to support our growing ecosystem as well as product

and service offerings;
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o approximately 25%, or HK$9,869.4 million, will be used for selective acquisitions of or
investment in products, services and businesses, particularly in areas such as content,
social entertainment and software, that are complementary to our business and are in
line with our philosophy and growth strategies, in particular to strengthen our
technological position, enrich our ecosystem, attract new users to our platform and
broaden our product and service offerings. We will seek out potential businesses and
assets that provide synergies with our current business. In particular, we seek to make
investments in products and services that address the user needs which arise from the
interactions among our ecosystem participants. The Company employs internal approval
procedures and governance policies to review and evaluate potential investment or
acquisition opportunities in terms of strategic value, assets or businesses, potential
synergies, financial return, investor rights and risk, among other criteria. We have no
intention to use any portion of the net proceeds to settle the payments for the
acquisitions referred to in the section headed “Waivers from Strict Compliance with the
Listing Rules and Exemptions from Strict Compliance with the Companies (Winding Up
and Miscellaneous Provisions) Ordinance — Waiver in respect of Companies and
Business to be Acquired after the Track Record Period.” As of the Latest Practicable

Date, we have not identified any other target of potential acquisition; and

. approximately 10%, or HK$3,947.7 million, will be used for working capital and

general corporate purposes.

To the extent that our actual net proceeds from the Global Offering is higher or lower than
our estimate above, we will increase or decrease our allocation of the net proceeds for the

purposes set out above on a pro rata basis.

After deducting the underwriting fees, commissions and estimated expenses payable by us in
relation to the Global Offering, we estimate that we will receive net proceeds of approximately
HK$41,276.0 million from the Global Offering, assuming the Offer Price is determined to be
HK$115.00 per Offer Share, being the high-end of the indicative Offer Price range stated in this
prospectus, approximately HK$37,678.9 million, assuming the Offer Price is determined to be
HK$105.00 per Offer Share, being the low-end of the indicative Offer Price range stated in this
prospectus, and approximately HK$39,477.4 million, assuming the Offer Price is determined to be
HK$110.00 per Offer Share, being the mid-end of indicative Offer Price range stated in this

prospectus.
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Assuming the Over-allotment Option was exercised in full, after deducting the underwriting
commission and estimated related expenses payable by our Company, we estimate that the total net
proceeds that we would receive would be (i) HK$47,022.8 million (assuming an Offer Price of
HK$115.00 per Offer Share, being the high-end of the indicative Offer Price range stated in this
prospectus), (ii) HK$44,974.4 million (assuming an Offer Price of HK$110.00 per Offer Share,
being the mid-end of the indicative Offer Price range stated in this prospectus) and (iii)
HK$42,926.0 million (assuming an Offer Price of HK$105.00 per Offer Share, being the low-end
of the indicative Offer Price range stated in this prospectus); we also estimate the net proceeds that
the Option Grantors would receive from the sale of Option Shares pursuant to the Global Offering
would be (i) HK$458.2 million (assuming an Offer Price of HK$115.00 per Offer Share, being the
high-end of the indicative Offer Price range stated in this prospectus), (ii) HK$438.3 million
(assuming an Offer Price of HK$110.00 per Offer Share, being the mid-end of the indicative Offer
Price range stated in this prospectus) and (iii) HK$418.4 million (assuming an Offer Price of
HK$105.00 per Offer Share, being the low-end of the indicative Offer Price range stated in this
prospectus). We will not receive net proceeds from the sale of Option Shares by the Option

Grantors pursuant to the Over-allotment Option.
To the extent that the net proceeds of the Global Offering are not immediately required for
the above purposes or if we are unable to put into effect any part of our plan as intended, we will

hold such funds in short-term interest-bearing accounts at authorized licensed banks.

We will issue announcements, where required, if there is any material change in the use of

proceeds mentioned above.
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In this prospectus,

the following meanings.

unless the context otherwise requires, the following expressions have

“Articles” or “Articles of

Association”

“associate(s)”

“Audio-Visual Permit”

“Audit Committee”

“Beijing Chenzhong”

“Beijing Danmu”

“Beijing Hanyu”

“Beijing Jiawen”

“Beijing Kuaifu’an”

the articles of association of the Company adopted on
January 18, 2021, which will become effective upon the
Listing Date, as amended from time to time, a summary of

which is set out in Appendix IV to this prospectus
has the meaning ascribed to it under the Listing Rules

Permit for Dissemination of Audio-Visual Programs via

Information Network ({5 B A48 F AL TEE H 7ol #5))
the audit committee of the Board

Beijing Chenzhong Technology Co., Ltd. (At REER 2 A
F/3 7)), a limited liability company incorporated under the
laws of the PRC on July 6, 2017 and our Consolidated
Affiliated Entity

Beijing Danmu Network Technology Co., Ltd. (At 5% 58 7 44
P AR/ A, a limited liability company incorporated
under the laws of the PRC on October 20, 2015 and our
Consolidated Affiliated Entity

Beijing Hanyu Internet Technology Co., Ltd. (AL ¥ FH
B AT PR~ Al), a limited liability company incorporated
under the laws of the PRC on December 12, 2017 and our
Consolidated Affiliated Entity

Beijing Jiawen Technology Co., Ltd. (Ft5 % SCRHE A RA
A]), a limited liability company incorporated under the laws
of the PRC on May 6, 2020 and our Consolidated Affiliated
Entity

Beijing Kuaifu’an Culture Communication Co., Ltd. (Jt%¢
PE L AL A FR/A F]), a limited liability company
incorporated under the laws of the PRC on September 29,
2017 and our Consolidated Affiliated Entity
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“Beijing Kuaishou”

“Beijing Kuaishou Ads”

“Beijing Mufei”

“Beijing Murong”

“Beijing Muyuan”

“Beijing One Smile”

“Beijing Qingque”

“Beijing Ruigexing”

Beijing Kuaishou Technology Co., Ltd. (At FHRL4 A R
/vH]), a limited liability company incorporated under the
laws of the PRC on March 20, 2015 and our Consolidated
Affiliated Entity

Beijing Kuaishou Ads Co., Ltd. (At 5t FEHEHRA ), a
limited liability company incorporated under the laws of
the PRC on September 23, 2016 and our indirect

wholly-owned subsidiary

Beijing Mufei Technology Co., Ltd. (AL ZREHL AR A
F]), a limited liability company incorporated under the laws
of the PRC on November 7, 2019 and our Consolidated
Affiliated Entity

Beijing Murong Technology Co., Ltd. (FL5IR¥ER A R
EHAL/AF]), a limited liability company incorporated under
the laws of the PRC on May 8, 2019 and our Consolidated
Affiliated Entity

Beijing Muyuan Technology Co., Ltd. (b5 5e% B 44 A R
/~¥l), a limited liability company incorporated under the
laws of the PRC on June 19, 2017 and our Consolidated
Affiliated Entity

Beijing One Smile Technology and Development Co., Ltd.
(AL — KB R A R /A F]), a limited liability company
incorporated under the laws of the PRC on November 29,
2011 and our Consolidated Affiliated Entity

Beijing Qingque Technology Co., Ltd. (It i & R A R
/vH]), a limited liability company incorporated under the
laws of the PRC on August 5, 2020 and our Consolidated
Affiliated Entity

Beijing Ruigexing Auctions Co., Ltd. (dt % 5 & B E A
FRZ>H]), a limited liability company incorporated under the
laws of the PRC on September 19, 2018 and our
Consolidated Affiliated Entity

— 39 _



DEFINITIONS

“Beijing Sairui Sidong”

“Beijing Shanggu Kaitian”

“Beijing Yunche”

“Beijing Zhongbo Keyuan”

“Board” or “Board of Directors”

“Business Day” or “business day”

“BVI”

“CAC”

“CAGR”

“Cayman Companies Act” or

“Companies Act”

“CCASS”

Beijing Sairui Sidong Culture Communication Co., Ltd. (4t
o o BB S L AR A FR/A F)), a limited liability company
incorporated under the laws of the PRC on September 25,
2013 and our Consolidated Affiliated Entity

Beijing Shanggu Kaitian Technology Co., Ltd. (4t E it B
RKEHZABRZ A, a limited liability company incorporated
under the laws of the PRC on May 15, 2019 and our
Consolidated Affiliated Entity

Beijing Yunche Technology Co., Ltd. (At EE B F AR A
F]), a limited liability company incorporated under the laws
of the PRC on September 19, 2018 and our Consolidated
Affiliated Entity

Beijing Zhongbo Keyuan Technology Co., Ltd. (b3 # 18
Bl B A R/AHl), a limited liability company
incorporated under the laws of the PRC on June 20, 2017
and our Consolidated Affiliated Entity

our board of Directors

a day on which banks in Hong Kong are generally open for
normal banking business and which is not a Saturday,

Sunday or public holiday in Hong Kong
the British Virgin Islands

Cyberspace Administration of China ("3 A RILH %
HEHEFEEHAE)

compound annual growth rate

the Companies Act, Cap. 22 (Act 3 of 1961, as consolidated
and revised) of the Cayman Islands, as amended, supplemented

or otherwise modified from time to time

the Central Clearing and Settlement System established and
operated by HKSCC
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Changsha Kuaishou”

“Chengdu Kuaigou”

’

“Chengdu Magnetic Engine’

“Chengdu Suiyi”

“Class A Shares”

a person admitted to participate in CCASS as a direct

clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian

participant

a person admitted to participate in CCASS as an investor
participant who may be an individual, joint individuals or a

corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

Changsha Kuaishou Culture Communication Co., Ltd. (&
WIRF AL EFEARA ), a limited liability company
incorporated under the laws of the PRC on January 3, 2020
and our Consolidated Affiliated Entity

Chengdu Kuaigou Technology Co., Ltd. (S # ISR A
FRZ>H]), a limited liability company incorporated under the
laws of the PRC on October 31, 2019 and our Consolidated
Affiliated Entity

Chengdu Magnetic Engine Media Co., Ltd. (BERH#E /15| %
A R /AF]), a limited liability company incorporated
under the laws of the PRC on September 25, 2020 and our

indirect wholly-owned subsidiary

Chengdu Suiyi Culture Communication Co., Ltd. (JERZ &
AL A FRZA F]), a limited liability company incorporated
under the laws of the PRC on July 5, 2018 and our
Consolidated Affiliated Entity

class A ordinary shares of the share capital of the Company
with a par value of US$0.0000053 each, conferring
weighted voting rights in the Company such that a holder
of a Class A Share is entitled to 10 votes per share on any
resolution tabled at the Company’s general meeting, save
for resolutions with respect to any Reserved Matters, in

which case they shall be entitled to one vote per share
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“Class B Shares”

“Companies Ordinance” or “Hong

Kong Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)

Ordinance”

”

“Company”, “our Company”, “the

9

Company”, “we” or “us”

“connected person(s)”

“connected transaction(s)”

“Consolidated Affiliated Entities”

“Contractual Arrangements”

“Controlling Shareholders”

“Corporate Governance Committee”

class B ordinary shares of the share capital of the Company
with a par value of US$0.0000053 each, conferring a
holder of a Class B Share one vote per share on any

resolution tabled at the Company’s general meeting

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

time

Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as

amended and supplemented from time to time

Kuaishou Technology (tRFFt4#£), an exempted company
incorporated in the Cayman Islands with limited liability on
February 11, 2014

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

the entities we control through the Contractual Arrangements,
namely the PRC Holdcos and their respective subsidiaries.
For further details of these entities, see “Contractual

Arrangements” in this prospectus

the series of contractual arrangements entered into between
WFOE, PRC Holdcos and the Registered Shareholders (as
applicable), details of which are described in “Contractual

Arrangements” in this prospectus

has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to Mr. Su Hua,
Mr. Cheng Yixiao, Reach Best and Ke Yong, details of
which are set out in “Relationship with Our Controlling

Shareholders” in this prospectus

the corporate governance committee of the Board
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’

“Cosmic Blue’

“COVID-19~

“CSRC”

“Director(s)”

“EIT” or “enterprise income tax”

“EIT rate”

“Employee Shareholding Platforms”

“Fortune Ever”

“Fortune One”

“GAPP”

“GDP”

“Global Offering”

“GREEN Application Form(s)”

Cosmic Blue Investments Limited, a limited liability
company incorporated under the laws of the BVI on March

16, 2017 and our wholly-owned subsidiary
coronavirus disease 2019

China Securities Regulatory Commission (" [ #5 % B B4
SR <))

the director(s) of our Company
enterprise income tax of the PRC
enterprise income tax rate

Classic One Ventures Limited, Cheers Delight Limited and
Extreme Victory Limited, all of which are limited liability

companies incorporated under the laws of the BVI

Fortune Ever Global Limited, a limited liability company
incorporated under the laws of Hong Kong on March 25,

2014 and our wholly-owned subsidiary

Fortune One Ventures Limited, a limited liability company
incorporated under the laws of the BVI which is controlled
by Mr. Yin Xin

General Administration of Press and Publication of the PRC

(2 N R S 0 57 e PR A
gross domestic product

the Hong Kong Public Offering and the International
Offering

the application form(s) to be completed by the White Form
eIPO service provider, Computershare Hong Kong Investor

Services Limited
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9

“Group”, “our Group” or “the

Group”

“Guangzhou Xinxing”

“Guizhou Fankuai”

“Guizhou Fanxin Lingzhi”

“Hainan Ziyi”

“Hangzhou Xinji”

“Hangzhou Youqu”

“HK$” or “Hong Kong dollars” or

“HK dollars” or “cents”

our Company and our subsidiaries and our Consolidated
Affiliated Entities, or where the context so requires, in
respect of the period before our Company became the holding
company of our present subsidiaries, the subsidiaries as if

they were the subsidiaries of our Company at the time

Guangzhou Xinxing Ads Co., Ltd. (BN KR E S A RA
A]), a limited liability company incorporated under the laws
of the PRC on September 13, 2017 and our indirect

wholly-owned subsidiary

Guizhou Fankuai Culture Communication Co., Ltd. (B &
R SCALHIE AR /AF), a limited liability company
incorporated under the laws of the PRC on March 5, 2019
and our Consolidated Affiliated Entity

Guizhou Fanxin Lingzhi Information Technology Co., Ltd.
(BN B R LI E M AR A ), a limited liability
company incorporated under the laws of the PRC on March
5, 2019 and our Consolidated Affiliated Entity

Hainan Ziyi Technology Co., Ltd. (/% F TP A R A
F]), a limited liability company incorporated under the laws
of the PRC on May 8, 2019 and our Consolidated Affiliated
Entity

Hangzhou Xinji Ads Co., Ltd. (BT R EEH A RA A, a
limited liability company incorporated under the laws of
the PRC on March 25, 2019 and our indirect wholly-owned

subsidiary

Hangzhou Youqu Network Co., Ltd. (WU %2849 %5 A FR 2
F]), a limited liability company incorporated under the laws
of the PRC on July 7, 2008 and our Consolidated Affiliated
Entity

Hong Kong dollars and cents respectively, the lawful

currency of Hong Kong
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“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

)

“Hong Kong Public Offering’

“Hong Kong Share Registrar”

“Hong Kong Stock Exchange” or
“Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“Huai’an Kangxiangfu”

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

the 9,130,500 Class B Shares initially offered by our
Company for subscription pursuant to the Hong Kong
Public Offering (subject to reallocation and adjustments as
described in “Structure of the Global Offering” in this

prospectus)

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong at the Offer Price on the terms
and conditions described in this prospectus and the
GREEN Application Form

Computershare Hong Kong Investor Services Limited

The Stock Exchange of Hong Kong Limited

the underwriters of the Hong Kong Public Offering listed in
“Underwriting — Hong Kong Underwriters” in this

prospectus

the underwriting agreement dated January 25, 2021
relating to the Hong Kong Public Offering and entered
into, among others, our Company, the Joint Sponsors, the
Joint Representatives and the Hong Kong Underwriters
as further described in “Underwriting — Underwriting
Arrangements — Hong Kong Public Offering — Hong

Kong Underwriting Agreement” in this prospectus

Huai’an Kangxiangfu Culture Communication Co., Ltd. (iff
L RRAAR UL B A R A7), a limited liability company
incorporated under the laws of the PRC on January 9, 2017
and our Consolidated Affiliated Entity
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“Huai’an Shuangxin”

“Huai’an Xingyi”

“Huankuai Technology”

“Huayi Huilong”

“IASB”

“ICB License”

“ICP License”

“IFRS”

“independent third party(ies)”

Huai’an Shuangxin Culture Communication Co., Ltd. (%
B L EAE A R /A A, a limited liability company
incorporated under the laws of the PRC on August 7, 2020
and our Consolidated Affiliated Entity

Huai’an Xingyi Culture Communication Co., Ltd. (7% 8l
A b A R A A]), a limited liability company
incorporated under the laws of the PRC on August 1, 2017
and our Consolidated Affiliated Entity

Beijing Huankuai Technology Co., Ltd. (At 5 BRI A R
/v H]), a limited liability company incorporated under the
laws of the PRC on January 17, 2018 and our Consolidated
Affiliated Entity

Beijing Huayi Huilong Network Technology Co., Ltd. (Jt
o HE B FE A A R A PR A)), a limited liability company
incorporated under the laws of the PRC on November 6,
2006 and our Consolidated Affiliated Entity

International Accounting Standards Board

the internet cultural business license ({A%% 0k 484 7]
)

the value-added telecommunications business operating
license ((HEHEBEEEBLEFTI#E)) for internet

information service

International Financial Reporting Standards, amendments

and interpretations issued by the IASB

person(s) or company(ies) and their respective ultimate
beneficial owner(s), who/which, to the best of our
Directors’ knowledge, information and belief, having made
all reasonable enquiries, is/are not connected with our

Group or our connected persons

— 46 —



DEFINITIONS

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting

Agreement”

“iResearch”

“iResearch Report”

“Jiangsu Huafu”

“Joint Bookrunners”

the 356,088,100 Class B Shares, being initially offered in
the International Offering together with, where relevant,
any additional Class B Shares to be sold or issued pursuant
to the exercise of the Over-allotment Option (subject to
reallocation and adjustments as described in “Structure of

the Global Offering” in this prospectus)

the offering of the International Offer Shares by our
Company through the International Underwriters at the
Offer Price in offshore transactions outside the United
States in accordance with Regulation S under the U.S.
Securities Act and within the United States to QIBs as
defined in Rule 144 A under the U.S. Securities Act or any
other available exemption from registration under the U.S.
Securities Act, as further described in “Structure of the

Global Offering” in this prospectus

the international underwriters for the International Offering,
that are expected to enter into the International Underwriting

Agreement to underwrite the International Offering

the underwriting agreement expected to be entered into on or
around January 29, 2021 by, among others, our Company, the
Joint Representatives and the International Underwriters in
respect of the International Offering, as further described in
“Underwriting — Underwriting Arrangements — The

International Offering” in this prospectus
Shanghai iResearch Co., Ltd., China, an industry consultant

the industry report in respect of the Global Offering issued by

iResearch

Jiangsu Huafu Video Technology Co., Ltd. (VL3485 SE R}
A FR/2 7], a limited liability company incorporated under
the laws of the PRC on March 2, 2017 and our Consolidated
Affiliated Entity

the joint bookrunners as named in the section headed

“Directors and Parties Involved in the Global Offering” of

this prospectus

_47 —



DEFINITIONS

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Representatives”

“Joint Sponsors”

“Jovial Star”

“Kuaishou Smart Cloud”

“Ke Yong”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

the joint global coordinators as named in the section headed
“Directors and Parties Involved in the Global Offering” of

this prospectus

the joint lead manager as named in the section headed
“Directors and Parties Involved in the Global Offering” of

this prospectus

Morgan Stanley Asia Limited (in relation to Hong Kong
Public Offering only), Morgan Stanley & Co. International
plc (in relation to International Offering only), Merrill Lynch
(Asia Pacific) Limited and China Renaissance Securities
(Hong Kong) Limited

Morgan Stanley Asia Limited, Merrill Lynch Far East Limited
and China Renaissance Securities (Hong Kong) Limited

Jovial Star Global Limited, a limited liability company
incorporated under the laws of the BVI which is controlled

by Mr. Yang Yuanxi

Kuaishou Smart Cloud (Ulanchabu) Technology Co., Ltd. (&
FRBEBENMEMPBHARAA), a limited liability
company incorporated under the laws of the PRC on May 29,
2020 and our Consolidated Affiliated Entity

Ke Yong Limited, a limited liability company incorporated
under the laws of the BVI which is controlled by Mr. Cheng

Yixiao

January 18, 2021, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining

certain information contained in this prospectus

the listing of our Class B Shares on the Main Board of the
Stock Exchange

the Listing Committee of the Stock Exchange

the date, expected to be on or about February 5, 2021 on
which dealings in the Class B Shares first commence on the

Stock Exchange
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DEFINITIONS

“Listing Rules”

“Main Board”

“Memorandum” or “Memorandum of

Association”

“MIIT”

“MCT”

“MOC”

“MOFCOM”

“Nomination Committee”

“NPPA”

“NRTA”

“Offer Price”

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (as amended, supplemented

or otherwise modified from time to time)

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

the memorandum of association of our Company (as amended
from time to time), adopted on January 18, 2021, which will
become effective upon the Listing Date, a summary of which

is set out in Appendix IV to this prospectus

Ministry of Industry and Information Technology of the PRC
(N RILANER TR BALED)

Ministry of Culture and Tourism of the PRC (1% A [ 3EA7
[ S AL A i 7 )

Ministry of Culture of the PRC (73 A [& 3 A0 [ 3 k)
(since March 2018 known as the MCT)

Ministry of Commerce of the PRC ("3 A & A1 B p5 %5 #6)
the nomination committee of the Board

National Press and Publication Administration of the PRC (*f
EYNEE I PR e

National Radio and Television Administration of the PRC (¥
e N\ R L (B B K SRR TR AR AR )

the final offer price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005%) of not
more than HK$115.00 and expected to be not less than
HK$105.00, at which the Offer Shares are to be subscribed
for and to be determined in the manner further described in
“Structure of the Global Offering — Pricing and Allocation”

in this prospectus
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DEFINITIONS

“Offer Share(s)”

“Option Grantors”

“Option Shares”

“Over-allotment Option”

“Post-IPO RSU Scheme”

“Post-IPO Share Option

“PRC” or “China”

Scheme”

the Hong Kong Offer Shares and the International Offer
Shares together with, where relevant, any additional Class
B Shares to be sold or issued pursuant to the exercise of

the Over-allotment Option
Reach Best, Mr. Su Hua, Ke Yong and Mr. Cheng Yixiao

the 54,782,700 Class B Shares to be sold or issued pursuant
to the exercise of the Over-allotment Option (comprising up
to 50,737,300 new Class B Shares to be issued by our
Company and up to 4,045,400 Class B Shares to be sold by
the Option Grantors)

pursuant to the International Underwriting Agreement, the
option to be granted by the Company and the Option Grantors
to the International Underwriters, exercisable by the Joint
Representatives (for themselves and on behalf of the
International Underwriters), pursuant to which the Option
Grantors may be required to sell up to an aggregate of
4,045,400 additional Class B Shares and our Company may be
required to allot and issue up to an aggregate of 50,737,300
additional Class B Shares at the Offer Price to cover, among
other things, over-allocation, if any, in the International
Offering. For further details, see “Structure of the Global
Offering” in this prospectus

the post-IPO restricted share unit scheme adopted by the
Company on January 18, 2021, the principal terms of which
are set out in “Statutory and General Information — 6.
Post-IPO RSU Scheme” in Appendix V to this prospectus

the post-IPO share option scheme adopted by our Company
on January 18, 2021, the principal terms of which are set
out in “Statutory and General Information — 5. Post-IPO

Share Option Scheme” in Appendix V to this prospectus

the People’s Republic of China, but for the purposes of this
prospectus only (unless otherwise indicated) excluding
Hong Kong, the Macau Special Administrative Region and

Taiwan
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DEFINITIONS

“PRC Holdcos”

“PRC Legal Advisor”

“Preferred Shares” or “preferred

shares”

“Pre-IPO ESOP”

’

“Pre-IPO Investments

“Pre-IPO Investor(s)”

“Price Determination Date”

“prospectus”

(1) Hangzhou Youqu, (i1) Huayi Huilong, (iii) Beijing One
Smile, (iv) Beijing Mufei, (v) Beijing Jiawen, (vi) Beijing
Hanyu, (vii) Beijing Murong, (viii) Guizhou Fankuai, (ix)
Beijing Zhongbo Keyuan, (x) Sichuan Fuyuanchun (this
company is in the process of being deregistered), (xi)
Huankuai Technology, (xii) Guizhou Fanxin Lingzhi, (xiii)

Huai’an Shuangxin and (xiv) Beijing Qingque

Haiwen & Partners, acting as legal counsel as to PRC law

to our Company

collectively, Series A Preferred Shares, Series B Preferred
Shares, Series B-1 Preferred Shares, Series C Preferred
Shares, Series C-1 Preferred Shares, Series D Preferred
Shares, Series D-1 Preferred Shares, Series E Preferred
Shares, Series E-1 Preferred Shares, Series F-1 Preferred

Shares, and Series F-2 Preferred Shares

the pre-IPO employee incentive scheme adopted by the
Company dated February 6, 2018 as amended from time to
time, the principal terms of which are set out in “Statutory
and General Information — 4. Pre-IPO ESOP” in Appendix
V to this prospectus

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

prospectus

holders of ordinary shares and holders of Preferred Shares
other than the WVR Beneficiaries

the date, expected to be on or around January 29, 2021 on
which the Offer Price is determined, or such later time as
the Joint Representatives (for themselves and on behalf of
the Underwriters) and our Company may agree, but in any

event no later than February 2, 2021

this prospectus being issued in connection with the Hong
Kong Public Offering
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DEFINITIONS

“QIBS”

“Qrite”

“Radio and Television Production

Operation License”

“Reach Best”

“Registered Shareholders”

“Regulation S”

“Remuneration Committee”

“Reserved Matters”

“RMB” or “Renminbi”

“Rule 144A”

“SAFE”

“SAIC”

qualified institutional buyers within the meaning of Rule
144A

Qrite Technology Limited, an exempted company incorporated
under the laws of the Cayman Islands on January 16, 2015 and

our wholly-owned subsidiary

Radio and TV Programs Production and Operation License

(CEFE R H RUERCE F TR

Reach Best Developments Limited, a limited liability
company incorporated under the laws of the BVI which is
controlled by Mr. Su Hua

the registered shareholders of the PRC Holdcos
Regulation S under the U.S. Securities Act
the remuneration committee of the Board

those matters resolutions with respect to which each Share
is entitled to one vote at general meetings of our Company
pursuant to the Articles of Association, being: (i) any
amendment to the Memorandum or Articles, including the
variation of the rights attached to any class of shares, (ii)
the appointment, election or removal of any independent
non-executive Director, (iii) the appointment or removal of
our auditors, and (iv) the voluntary liquidation or

winding-up of our Company
the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC (H
e\ R A B B 2 A A 2L Ry )

State Administration for Industry and Commerce of the
PRC ("3 A RN B R T 17 BUE B JR) (since
March 2018 known as the State Administration for Market
Regulation (% 14 BB P R)) (the “SAMR”™))
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DEFINITIONS

“SAPPRFT”

“SARFT”

“SAT”

“Series A Preferred Share(s)”

“Series B Preferred Share(s)”

“Series B-1 Preferred Share(s)”

“Series C Preferred Share(s)”

“Series C-1 Preferred Share(s)”

“Series D Preferred Share(s)”

State Administration of Press, Publication, Radio, Film and
Television of the PRC (HF3E A B 3038 [30 53 87 1 H: & &
#4J5), formerly known as the GAPP, the SARFT and since
March 2018 was reformed and now known as the NRTA

State Administration of Radio, Film and Television of the
PRC (H ¥ A [ 0 B8] (B 5% 8 4% 76 5% FE AL A R))

State Taxation Administration of the PRC (" #E A AL
Bl R BB R R

the series A preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 356,224,601 shares are in issue as of the Latest

Practicable Date

the series B preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 474,997,455 shares are in issue as of the Latest

Practicable Date

the series B-1 preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 6,416,275 shares are in issue as of the Latest
Practicable Date

the series C preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 282,319,024 shares are in issue as of the Latest
Practicable Date

the series C-1 preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 42,728,141 shares are in issue as of the Latest
Practicable Date

the series D preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 186,068,877 shares are in issue as of the Latest

Practicable Date
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DEFINITIONS

“Series D-1 Preferred Share(s)”

“Series E Preferred Share(s)”

“Series E-1 Preferred Share(s)”

“Series F-1 Preferred Share(s)”

“Series F-2 Preferred Share(s)”

GASFC”
“SFO” or “Securities and Futures

Ordinance”

“Shanghai Xinji”

“Shanghai Xinxing”

the series D-1 preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 407,236,905 shares are in issue as of the Latest
Practicable Date

the series E preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 200,120,473 shares are in issue as of the Latest

Practicable Date

the series E-1 preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 34,306,363 shares are in issue as of the Latest

Practicable Date

the series F-1 preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 104,576,622 shares are in issue as of the Latest

Practicable Date

the series F-2 preferred shares of par value US$0.0000053
per share in the authorized share capital of our Company,
of which 354,162,343 shares are in issue as of the Latest

Practicable Date
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

Shanghai Xinji Ads Co., Ltd. (LR EEHRAH), a
limited liability company incorporated under the laws of
the PRC on March 6, 2019 and our indirect wholly-owned

subsidiary

Shanghai Xinxing Multimedia Technology Co., Ltd. (L7
kR 2 R R A PR/ 7)), a limited liability company
incorporated under the laws of the PRC on April 12, 2018

and our indirect wholly-owned subsidiary
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DEFINITIONS

“Shareholder(s)”

“Share(s)”

“Share Option Disclosure
Requirements”

“Sichuan Fuyuanchun”

“Sichuan Kuaishou”

“Stabilizing Manager”

“State”

“State Council”

“Stock Borrowing Agreement”

“subsidiary” or “subsidiaries”

“substantial shareholder”

“Takeovers Code”

“Tencent”

holder(s) of our Shares

the Class A Shares and Class B Shares in the capital of our
Company, as the context so requires

the requirements set out under Rule 17.02(1)(b) of, and
paragraph 27 of Appendix 1A to, the Listing Rules, and
paragraph 10(d) of Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions)
Ordinance

Sichuan Fuyuanchun Culture Communication Co., Ltd. (Pl
J AR IRAE UL IE A PR 22 7)), a limited liability company
incorporated under the laws of the PRC on October 17,
2018 and our Consolidated Affiliated Entity. Sichuan
Fuyuanchun is in the process of being deregistered

Sichuan Kuaishou Internet Information Technology Co.,
Ltd, (K HRFEHHEAEEARAA), a limited liability

company incorporated under the laws of the PRC on May
25, 2020 and our Consolidated Affiliated Entity

Morgan Stanley Asia Limited

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

the State Council of the PRC (773 A F 3 5] B 75 Bt )

the stock borrowing agreement to be entered into on or
about the Price Determination Date among Morgan Stanley
& Co. International plc, Reach Best and Ke Yong

has the meaning ascribed to it under the Companies Ordinance
has the meaning ascribed to it in the Listing Rules

Code on Takeovers and Mergers and Share Buy-backs issued by
the SFC

Tencent Holdings Limited (HKEx Stock Code: 700), or Tencent
Holdings Limited and/or its subsidiaries, as the case may be
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DEFINITIONS

“Tianjin Huilong”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“US$”, “USD” or “U.S. dollars”

“U.S. Securities Act”

“VAT”

“VIE” or “VIEs”

“WFOE” or “Beijing Dajia”

“White Form eIPO”

“White Form eIPO Service

Provider”

Tianjin Huilong Culture Communication Co., Ltd. (K FEFESC
LG A FR 22 /), a limited liability company incorporated
under the laws of the PRC on February 1, 2018 and our
Consolidated Affiliated Entity

the period comprising the three financial years ended December
31, 2017, 2018 and 2019, and the nine months ended
September 30, 2020

the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International

Underwriting Agreement

the United States of America, its territories, its possessions

and all areas subject to its jurisdiction

United States dollars, the lawful currency for the time
being of the United States

the U.S. Securities Act of 1933, as amended and supplemented
or otherwise modified from time to time, and the rules and

regulations promulgated thereunder
value-added tax
variable interest entity or variable interest entities

Beijing Dajia Internet Information Technology Co., Ltd. (1t
AR S BT A FRA D), a limited liability company
incorporated under the laws of the PRC on July 2, 2014

and our indirect wholly-owned subsidiary

the application for Hong Kong Offer Shares to be issued in
the applicant’s own name by submitting applications online
through the designated website of White Form eIPO

Service Provider at www.eipo.com.hk

Computershare Hong Kong Investor Services Limited
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DEFINITIONS

“Wuhan Kuaishou”

“Wuhan Yuji”

“WVR” or “weighted voting right”

“WVR Beneficiaries”

“WVR Structure”

“Xiangxi Kuaishou”

“Xingzhen Technology”

“Xiong’an Kuaishou”

“Yooeee Xingji”

“%”

Wuhan Kuaishou Multimedia Technology Co., Ltd. (#2 R
FLHBIEMARA ), a limited liability company
incorporated under the laws of the PRC on February 27,
2018 and our Consolidated Affiliated Entity

Wuhan Yuji Technology Co., Ltd. (#EW 7% £ ARA
F]), a limited liability company incorporated under the laws
of the PRC on September 11, 2019 and our Consolidated
Affiliated Entity

has the meaning ascribed to it in the Listing Rules

has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to Mr. Su Hua
and Mr. Cheng Yixiao, being the holders of the Class A
Shares, entitling each to weighted voting rights, details of

which are set out in “Share Capital”
has the meaning ascribed to it in the Listing Rules

Xiangxi Kuaishou Technology Service Co., Ltd. (J# 74 RF
FMT %A BR/A A, a limited liability company
incorporated under the laws of the PRC on October 11,
2019 and our Consolidated Affiliated Entity

Xingzhen Technology (Shanghai) Co., Ltd. (2% &+ (L
M)A PR~ F]), a limited liability company incorporated
under the laws of the PRC on October 19, 2020, and our
Consolidated Affiliated Entity

Hebei Xiong’an Kuaishou Technology Co., Ltd. (JA/JtHEZ R
FRHLA /A, a limited liability company incorporated
under the laws of the PRC on July 13, 2018 and our
Consolidated Affiliated Entity

Yooeee Xingji (Beijing) Technology Co., Ltd. (## 2 & [
AR A BR A F]), a limited liability company incorporated
under the laws of the PRC on November 3, 2006 and our
Consolidated Affiliated Entity

per cent.
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DEFINITIONS

In this prospectus, the terms ‘“associate”, “close associate”, “connected person”, “core
connected person”, ‘“connected transaction”, “controlling shareholder” and ‘“substantial
shareholder” shall have the meanings given to such terms in the Listing Rules, unless the context

otherwise requires.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them. Any discrepancies in any table or chart between the

total shown and the sum of the amounts listed are due to rounding.
For ease of reference, the names of the PRC established companies or entities, laws or

regulations have been included in this prospectus in both the Chinese and English languages and in

the event of any inconsistency, the Chinese versions shall prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain terms used in this prospectus in connection with

our Company and our business. In this prospectus, unless the context otherwise requires, the

following terms shall have the meanings set out below. The terms and their meanings may not

correspond to standard industry meanings or usages of these terms.

“AI”

“AR”

“ARPPU”

“DAUS”

“DAUs of our apps and mini

programs in China”

El

“deep reinforcement learning’

“GMV”

“GPU”

“gross billings”

artificial intelligence
augmented reality

average revenue per paying user, calculated as revenue in a
given period divided by the number of paying users during

that period

refers to daily active users, which are calculated as the
number of unique user accounts, excluding spam accounts,

that access an app at least once during the day

refers to DAUs by the total number of mobile devices,
excluding spam devices, that access any of our available
apps and their associated mini programs in China at least

once during the day

deep learning powered by reinforcement learning

technology

gross merchandise value, the total value of all orders for
products and services placed on, or directed to our partners
through, our platform, regardless of whether the order is
settled or returned, excluding single transactions of
RMB100,000 or greater and any series of transactions from
a single buyer totaling RMB1,000,000 or greater in a single

day, unless they are settled
graphics processing unit

total value of virtual items being gifted during live

streaming on our platform
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GLOSSARY OF TECHNICAL TERMS

“KGNN”

“KTP”

“Kuaishou App”

’

“Kuaishou Concept

“Kuaishou Express”

“Kuaishou fans headline services”

“Kuaishou Flagship”

“chw

“KwaiCoins”

“LAS”

“MAUs”

“MAUs of our apps and mini

programs in China”

Kuaishou Graph Neural Network, a proprietary graph
neural network on which our hyperscale deep learning and
reinforcement learning based recommendation engine is
built

Kuaishou Transmission Protocol, a private transmission

protocol developed by us

collectively, Kuaishou Flagship, Kuaishou Express and

Kuaishou Concept mobile apps

an app that we launched in November 2018 to explore

different user needs and preferences

a variant of Kuaishou Flagship that was officially launched
in August 2019

a marketing service we provide that allows content creators
to pay for exposure to additional traffic for their short

videos or live streams

a mobile app that was derived from our original mobile
app, GIF Kuaishou (launched in 2011)

Kuaishou Video Coding, a proprietary video codec

developed by us

Kuaishou’s unit of exchange which users can exchange for

virtual items

Live Adaptive Streaming, an adaptive bitrate streaming

standard for live streams

refers to monthly active users, which are calculated as the
number of unique user accounts, excluding spam accounts,

that access an app at least once during the calendar month

refers to MAUs by the total number of mobile devices,
excluding spam devices, that access any of our available
apps and their associated mini programs in China at least

once in a calendar month
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GLOSSARY OF TECHNICAL TERMS

“MCNs”

“MMU”

“MPUS”

“MRH

“paying user”

“PK”

“repeat purchase rate”

“Special Effects”

“Ulangab Data Center”

“virtual items”

multi-channel networks, which refer to agencies that work
with content creators and assist them in areas such as
audience development, content programming, content
creator  collaborations, digital rights management,

monetization and sales

multimedia understanding

monthly paying users, which refers to the number of user
accounts that purchase a particular service at least once in a

given month

mixed reality

a user account that purchases a particular service at least

once during a given period

a contest between two parties to see which party can
receive more virtual items from viewers in a given amount

of time

the percentage of purchasing users in a given month that

also make a purchase in the following month

AR and MR functions

a hyperscale internet data center designed by our research
and development team and to be built in Ulanqab of Inner

Mongolia, China

non-physical items available for exchange on our platform,
which our users can gift to streamers as a gesture of

friendship, appreciation, admiration or support

Unless otherwise indicated, DAUs and MAUs refer to Kuaishou App’s DAUs and MAUs

respectively. In “Industry Overview”, DAUs are calculated in terms of number of unique mobile

devices.
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FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements. All statements other than statements of
historical facts contained in this prospectus, including, without limitation, those regarding our
future financial position, our strategies, plans, objectives, goals, targets and future developments in

the markets where we operate or are seeking to operate, and any statements preceded by, followed

¢ ¢ LEINT3 LRI

by or that include the words “believe,” “expect,” “estimate,” “predict,” “aim,” “intend,” “will,”

LLINT3 LR N3 ER RT3 LR N3

“may,” “plan,” “consider,” “anticipate,” “seek,” “should,” “could,” “would,” “continue,” or similar
expressions or the negative thereof, are forward-looking statements. These forward-looking
statements involve known and unknown risks, uncertainties and other factors, some of which are
beyond our control, which may cause our actual results, performance, achievements or industry
results, to be materially different from any future results, performance or achievements expressed
or implied by the forward-looking statements. These forward-looking statements are based on
numerous assumptions regarding our present and future business strategies and the environment in
which we will operate in the future. Important factors that could cause our actual performance or
achievements to differ materially from those in the forward-looking statements include, among

other things, the following:

. our business and prospects;
. future developments, trends and conditions in the industry and markets in which we
operate;

. our strategies, plans, objectives and goals;

o general economic conditions;

. changes to regulatory and operating conditions in the industry and markets in which we

operate;
. our ability to control or reduce costs;
. our dividend policy;
. the amount and nature of, and potential for, future development of our business;

. capital market developments;

. the actions and developments of our competitors; and
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FORWARD-LOOKING STATEMENTS

. certain statements in “Financial Information” in this prospectus with respect to trends in
prices, volumes, operations, margins, overall market trends, risk management and

exchange rates.

Additional factors that could cause actual performance or achievements to differ materially
include, but are not limited to, those discussed in “Risk Factors” and elsewhere in this prospectus.
We caution you not to place undue reliance on these forward-looking statements, which reflect our
views only as of the date of this prospectus. We undertake no obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise. In
light of these risks, uncertainties and assumptions, the forward-looking events discussed in this
prospectus might not occur. All forward-looking statements contained in this prospectus are

qualified by reference to the cautionary statements set out in this section.
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RISK FACTORS

Investing in the Offer Shares involves risks. Before deciding to invest in Offer Shares, you
should carefully consider all of the information in this prospectus, including the following risk
factors, in light of the circumstances and your own investment objectives. The occurrence of any
of the following events could materially and adversely affect our business, financial condition,
results of operations and prospects, in which case the trading price of our Class B Shares could
also decline, and you could lose part or all of your investment. In addition to the risks
described below, there may be other risks and uncertainties not currently known to us or that
we currently deem to be immaterial which may in the future become material risks. You should
pay particular attention to the fact that we are a company incorporated in the Cayman Islands

and that our principal operations are conducted in China and are governed by a legal and

regulatory environment that may differ significantly from that of other countries.

RISKS RELATED TO OUR BUSINESS

If we fail to retain our existing users, keep them engaged or acquire new users in a
cost-efficient manner, our business, financial condition, results of operations and prospects

may be materially and adversely affected.

The size of our user base and the level of our user engagement are critical to our success.
Our current monetization methods — live streaming, online marketing services, e-commerce,
online games and online knowledge-sharing — depend on our ability to increase the size of our
user base and user engagement. If we fail to grow our user base, either due to our failure to retain
existing users or attract new users, or our users become less active, our users may spend less on
our virtual items and other products and services promoted on our platform and access our
platform less frequently. This could drive content creators away from our platform, discourage
advertisers from purchasing advertisements on our platform, dissuade merchants from promoting
products on our platform and dissuade game developers and publishers from distributing their
games through our platform. We may need to conduct more marketing and branding activities and
incur additional selling and marketing expenses to retain existing users and attract new users,
content creators, advertisers, merchants, game developers and publishers. We may suffer from a
consequential decline in revenues, and our business, financial condition, results of operations and

prospects may be materially and adversely affected.
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The average DAUs on our Kuaishou App in the nine months ended September 30, 2020 was
262 million. Growing our large user base and maintaining a high level of user engagement require
us to adequately and timely respond to changes in user preferences, attract and retain popular
content creators and offer new features and content. A number of factors could negatively affect

user retention, growth and engagement, including if:

o we fail to maintain our user base, the breadth and diversity of our content and innovate

products that keep our users interested and engaged on our platform;

. technical or other problems prevent us from delivering our services in a timely and

reliable manner or otherwise adversely affect user experience;

. we fail to develop new advertisement formats that appeal to users and advertisers;

. features and functions we design and develop to enhance our user experience and

retention are not effective or long-lasting;

. we fail to develop and carry out new business initiatives;

. we fail to upgrade our existing products or develop new products to adapt to new

technologies such as 5G;

. we suffer from negative publicity, fail to maintain our brand image or our reputation is

damaged;

. we are unable to combat spam or inappropriate or abusive use of our platform, which

may lead to negative publicity;

. we fail to address user concerns related to privacy, safety, security or other factors;

. we make adverse changes to our products and services or become no longer able to
provide products and services in response to new legislation, regulations or government

policies;

. the growth in the number of internet users in China, or the penetration of short video

and live streaming stalls;

. we fail to expand to new geographic markets or sectors with high growth potential; and

. we fail to compete effectively.
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If we fail to attract, cultivate and retain content creators, or if our content creators cease to
contribute content or their contributions become less valuable to other users, we may

experience declines in the number of users accessing our platform and in user engagement.

The quality of the content offered on our platform and our users’ level of engagement are
critical to our success. In order to attract and retain users and compete effectively, we must
continue to offer interesting, attractive and useful content and enhance our users’ viewing
experience. We largely rely on our content creators to create high-quality short video and live
streaming content. We cannot guarantee that our content creators will continue to create popular
content on our platform. If our content creators cease to contribute content, or their content fails to
attract or retain our users, we may experience declines in user traffic and user engagement and our
business, financial condition, results of operations and prospects may be materially and adversely
affected.

Although we have adopted various measures to further strengthen the relationships between
us and our content creators, such content creators may still choose to leave our platform, and their
departure may cause a corresponding decline in our user base. As we attract content creators from
other platforms, we may be involved in legal disputes with competing platforms. Although we are
not the primary target of these legal disputes, such content creators may be subject to fines or even
injunctions which may render our investment in recruiting them ineffective. On the other hand,
some of our content creators may leave us for competing platforms despite their extensive and
in-depth cooperations with us, which may result in legal disputes and a negative impact on our
user retention and reputation. In order to retain our content creators, we must continue to improve
monetization opportunities for them, and assist them in reaching a wider audience. We cannot

guarantee that our content creators will not leave us despite our best efforts.

If we fail to maintain our unique community culture and our vibrant ecosystem or fail to
retain our existing business partners or attract new business partners, our user interactions,
engagement and experience will be materially and adversely affected, which would be

detrimental to our business operations.

We have cultivated an interactive and vibrant online social community characterized by our
core values of being authentic, diverse, beautiful and beneficial. We also strive for a superior user
experience by continuously improving our user interface and the features of our platform and
encouraging active interactions among our users and business partners. As a result, our platform
fosters a vibrant ecosystem for our users and business partners to interact on the basis of our deep
and diverse content base, giving rise to myriad user needs which we could address by continuously
developing Kuaishou App. We believe that maintaining and promoting a vibrant community culture
and ecosystem is critical to retaining and expanding our user base. We have taken multiple

initiatives to preserve our community culture, values and ecosystem. Despite our efforts, we may
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be unable to maintain our community culture and ecosystem and cease to be the preferred platform
for our users and business partners. For example, conflicts among our users or business partners
and inflammatory comments posted on our platform may damage our community culture and brand

image, which would be detrimental to our business operations.

Our business partners include advertisers, merchants and others. We help our advertisers to
reach and engage with their target customers through the services and solutions we offer. We
provide our merchants with a marketplace to sell their products. Our ability to grow our revenues
to a certain extent depends on our ability to retain and enhance our relationships with our existing
business partners and attract new ones. Our success also depends on our ability to provide
effective services and solutions that meet the expectations of our business partners. For instance, if
we fail to develop new advertisement formats or effective marketing solutions that are appealing to
our business partners, they may turn to our competitors for alternative services. Our business also
relies on content, services and technologies provided by some business partners. If we fail to retain
and enhance our business relationships with these business partners, or if these business partners
choose to terminate or change the terms of our cooperation arrangements for strategic, financial or
other reasons, we may suffer content loss, service interruptions, reduced revenues, which may have

a material and adverse effect on our business, financial condition and results of operations.

The industry in which we operate is characterized by constant change. If we fail to keep up
with changes in user preferences or behaviors, or if we fail to continuously innovate our
technologies or to design features that meet the expectations of our users, our platform may
become less attractive or obsolete and our ability to retain existing users and attract new

users may be adversely affected.

The internet industry, in general, is evolving. Social platforms are also characterized by
constant change, including rapid technological evolution, continual shifts in customer demands and
preferences, frequent introductions of new products and services and the constant emergence of
new industry standards and practices. In addition, short videos and live streaming, each as a
content format, may be replaced by new content formats. Our success will depend, in part, on our
ability to respond to these changes in a cost-effective and timely manner; failure to do so may
cause our user base to shrink and user engagement to decline, thereby materially and adversely
affecting our results of operations. Furthermore, as the mobile internet penetration rate in China
increases, future growth potential of the mobile internet market may not be as significant as in the
past, as the market becomes relatively saturated, which may in turn materially and adversely affect

our results of operations.
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Our technological capabilities are critical to our success. We need to keep up with the
emergence of new technologies and assess their market acceptance. We also need to invest
significant resources, including financial resources, in research and development to keep pace with
technological advances in order to make our platform competitive. However, prospects of research
and development activities are inherently uncertain, and we might encounter practical difficulties
in commercializing our research and development results. Our significant expenditures in research
and development may not generate corresponding benefits as anticipated. Given the fast pace at
which technology has been and will continue to be developed, we may not be able to timely
upgrade our technologies in an efficient and cost-effective manner, if at all. New technologies in
short video or live streaming could render our technologies, our platform or products or services
that we are developing or expect to develop in the future obsolete or unattractive, thereby limiting
our ability to recover related product development costs, outsourcing costs and licensing costs,

which could result in a decline in our revenues and market share.

Our historical growth rates may not be indicative of our future growth. We may not be able
to effectively manage our growth as a result of the increased complexity of our business,

which may adversely affect our business and operating results.

Our business operations commenced in 2011, and we began monetization for our business in
2016. We experienced significant growth in DAUs and revenues during the Track Record Period.
We generated revenues of RMBS8.3 billion, RMB20.3 billion, RMB39.1 billion, RMB27.3 billion
and RMB40.7 billion in 2017, 2018, 2019 and the nine months ended September 30, 2019 and
2020, respectively. The average DAUs on Kuaishou App was 67 million, 117 million, 176 million,
165 million and 262 million in 2017, 2018, 2019 and the nine months ended September 30, 2019
and 2020, respectively. Regardless of the various efforts we have made and will continue to make
in the future, we cannot assure you that the user engagement on our platform will continue, or that
our business will be able to maintain the growth rate as in the past. In addition, as market

competition intensifies and our industry matures, the growth rate of our user base may decrease.

Managing our growth will require significant expenditures and allocation of resources. To
manage our growth as well as achieve and maintain profitability, we expect our costs and expenses
to continue to increase in the future. We will also need to expand, train, manage and motivate our
workforce and manage our relationships with viewers and content creators, advertisers, merchants
and other business partners. We also expect to continue to invest in our infrastructure in order to
enable us to provide our services rapidly and reliably to viewers and content creators. All of these
endeavors involve risks and will require substantial management efforts and skills and significant
additional expenditures, which could end up straining our ability to maintain reliable service levels

for our users, to research and develop products, to improve our operational, auditing, human
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resources, financial and management controls, and to enhance our internal data systems. If we fail
to achieve the necessary level of efficiency in our organization as we grow, our business, financial

condition, results of operations and prospects may be materially and adversely affected.

We incurred net losses during the Track Record Period and may not be able to achieve or

maintain profitability in the future.

In 2017, 2018, 2019 and the nine months ended September 30, 2020, we incurred net losses
of RMB20.0 billion, RMB12.4 billion, RMB19.7 billion and RMB97.4 billion, respectively. In
2017, 2018, 2019, by using the non-IFRS measure, our adjusted net profit was RMB774.0 million,
RMB204.8 million and RMB1.0 billion, respectively, and in the nine months ended September 30,
2020, our adjusted net loss was RMB7.2 billion. The time it will take for us to achieve
profitability hinges on our ability to effectively monetize our product and service offerings and

continuously grow revenues in a cost-effective way, which we may not successfully achieve.

While our future revenue growth will depend on the realization of our monetization
strategies, our ability to grow cost-effectively will primarily depend on improvements in our
operational efficiency. We may not be able to continue to increase our operational efficiency, or
our operational efficiency may not reach a sufficient level to achieve profitability. Our ability to
continue to improve operational efficiency will depend on, among other things, our ability to
attract and retain users, to enhance the interactions among our users, to optimize our operations,
and to further achieve economies of scale. Our ability to achieve profitability will also depend on
various external factors, many of which are beyond our control, such as the status of short video
and live streaming as popular content formats in China and the development of other social

platforms.

We may continue to incur losses in the future due to our continued investment in our sales
and marketing initiatives, products and services, technologies as well as research and development.
Changes in the macroeconomic and regulatory environment or competitive dynamics and our
inability to respond to these changes in a timely and effective manner may also impact our
profitability. Accordingly, we cannot assure you that we will turn profitable in the future, and our
accumulated losses may adversely affect our overall ability to declare and pay dividends after the

Listing.
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Revenue generated from live streaming accounts for a majority of our revenues and such
revenue is heavily dependent on the number of paying users and ARPPU for live streaming.
If we fail to continue to grow or maintain our paying user base and fail to increase ARPPU
for live streaming, our revenues may not grow as we anticipate, which may materially and

adversely affect our business operation and financial results.

In 2017, 2018, 2019 and the nine months ended September 30, 2019 and 2020, our revenue
generated from live streaming was RMB7.9 billion, RMB18.6 billion, RMB31.4 billion, RMB22.9
billion and RMB25.3 billion, contributing 95.3%, 91.7%, 80.4%, 84.1% and 62.2% of our total
revenues, respectively. In order to sustain our revenue growth from live streaming, we must
continue to attract users onto our platform, ensure high level of user engagement and effectively
monetize our live streaming content. To effectively monetize our user base, we need to continue to
develop products and services that are desirable to our users, as well as set proper pricing
strategies. Although our live streaming business has experienced significant growth in recent years,
we may not achieve a similar growth rate in the future, as users’ demand for this service may

decline, or we may fail to anticipate and cater to users’ demand effectively.

Our average MPUs for live streaming grew from 12.6 million in 2017 to 28.3 million in
2018, to 48.9 million in 2019 and further to 59.9 million in the nine months ended September 30,
2020. Our monthly ARPPU for live streaming changed from approximately RMB52.5 in 2017 to
RMB54.9 in 2018 to RMB53.6 in 2019 and to RMB47.0 in the nine months ended September 30,
2020. Whether we can continue to grow our paying user base or our monthly ARPPU for live
streaming depends on many factors, many of which are out of our control. Although we try to
optimize the merchandizing of our virtual items, if we fail to maintain attractive pricing for our
virtual items, our users may be less likely to purchase them. We cannot guarantee that our attempts
to monetize our live streaming content will continue to be successful, and therefore the future
revenues and income potential of our business are difficult to evaluate. For example, our streamers
may be less willing to remain on our platform as the amount of virtual gifting from the audience
goes down due to the deterioration of general economic conditions or the decrease in their
disposable income. We expect that our business will continue to be heavily dependent on live
streaming revenue in the near future. Any decline in the number of paying users or ARPPU for live

streaming may materially and adversely affect our results of operations.
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We generate an increasing portion of our revenues from online marketing services. The
failure to attract new advertisers, the loss of existing advertisers, or a reduction in their

demand for our services could materially harm our business.

In 2017, 2018, 2019 and the nine months ended September 30, 2019 and 2020, our revenue
generated from online marketing services was RMB390.6 million, RMB1.7 billion, RMB7.4
billion, RMB4.3 billion and RMB13.3 billion, respectively, contributing to 4.7%, 8.2%, 19.0%,

15.6% and 32.8% of our total revenues, respectively.

Our ability to generate and maintain our online marketing services revenue depends on a
number of factors, including the effectiveness of our advertisements; our ability to target the right
users; the scale, engagement and loyalty of our users; effectiveness of our products and services;
and market competition on advertising prices. It is important for us to attract more advertisers to
our platform with increased user traffic and engagement, or offer more variety in terms of
advertisement products to encourage more spending from advertisers. We cannot assure you that
we will be able to retain existing advertisers or attract new ones. If we fail to retain and enhance
our relationships with advertisers or expand the base of our advertisers, the growth of our online
marketing services may be slowed and our business, financial condition, results of operations and

prospects may be materially and adversely affected.

In addition, our online marketing services revenue is affected by changes in the online
marketing services industry in China and in particular, the evolution of short video and live
streaming social platforms, as well as advertisers’ budget allocation to online marketing and
promotion. If the size of the Chinese online advertising market does not increase, or if we are
unable to capture and retain a sufficient share of that market, our ability to maintain or increase
our online marketing services revenue and our profitability and prospects could be adversely
affected.

Our other monetization strategies, including e-commerce, may not remain effective or
continue to grow and we cannot guarantee that we will be able to successfully develop new

monetization channels and generate sustainable growth.

Besides our live streaming business and online marketing services, we also generate revenue
from e-commerce, online games and online knowledge-sharing. It is crucial to balance, on the one
hand, creating sufficient monetization opportunities, which enhances the revenues of our platform,
and, on the other hand, maintaining an enjoyable platform, which helps to maintain a sizable user
base, high user engagement and associated network effects. However, implementation of these
monetization strategies are often associated with risks that are beyond our control. For example,
for our e-commerce operations, risks related to the reliability and integrity of the merchants and

buyers on our platform and service quality of the logistics providers who partner with the
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merchants, are beyond our control and may adversely affect the reputation and brand value of our
online marketplace. Constant changes in the overall online games industry and uncertainties in
relevant government regulations are also beyond our control and may adversely affect our online
games operations. As such, we cannot guarantee that all of our other monetization strategies will
remain effective in the future, or that our future monetization strategies will be successfully

implemented or generate sustainable revenues or profit.

We monitor market developments and may adjust our monetization strategies accordingly
from time to time, which may result in changes in our revenue mix. In addition, we may in the
future introduce new services to diversify our revenue streams, including services that we have
little or no prior development or operating experience in. If these new products or services fail to
engage customers or our business partners, we may fail to generate sufficient revenues to justify
our investments, and our business and operating results may suffer as a result. There is no

guarantee that the multiple monetization opportunities we pursue will materialize.

User misconduct and inappropriate content may adversely impact our brand image, business
and results of operations, and we may be held liable for information or content displayed on,

retrieved from or linked to our platform or website or distributed to our users.

Our short video and live streaming platform enables users to present and exchange
information, interact with others and engage in various other online activities, many of which are
conducted in real time. As it is difficult to control user behavior in real time, our platform may be
misused by individuals or groups of individuals who engage in, among other things, immoral,
inappropriate, disrespectful, fraudulent or illegal activities. While we have developed technologies
and a series of measures to detect inappropriate content and activities, we cannot guarantee that we
will be able to fully prevent inappropriate content from being posted on our platform or
inappropriate activities from being carried out on our platform. Moreover, as we have limited
control over the offline behavior of our users, to the extent that such behavior is associated with
our platform, our ability to protect our brand image and reputation may be limited. Our business
and the public perception of our brand may be materially and adversely affected by misconduct
conducted on or linked to our platform. It is possible that our users may engage in conversations
or activities on our platform that may be deemed illegal under PRC laws and regulations. For
example, in November 2020, we discovered that several streamers on our platform had engaged in
false or misleading promotions of certain goods sold on third-party e-commerce platforms. We may
be subject to fines or other disciplinary actions, including suspension of certain services, if we are
deemed to not have taken actions to stop user misconduct or the display of inappropriate or illegal
content posted by third parties on our platform or distributed to our users. If any of our users
suffers or alleges to have suffered physical, financial or emotional harm arising from any contact
initiated on our platform, we may face civil lawsuits or other proceedings initiated by the affected

user, or governmental or regulatory actions. Defending such actions could be costly and involve
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significant time and attention of our management and other resources, which could materially and
adversely affect our business, financial condition, results of operations and prospects. There can be
no assurance that we can detect all illegal or inappropriate content displayed on, retrieved from or
linked to our platform or website. If we are held liable for any of the aforementioned incidents in
the future, our business, financial condition and results of operations may be materially and

adversely affected.

Moreover, the PRC government and regulatory authorities have adopted regulations governing
content contained within videos, games and other information over the internet. Under these
regulations, internet content providers are prohibited from posting or displaying over the internet
content that, among other things, violates PRC laws and regulations, impairs the national dignity
of China or the public interest, or is obscene, superstitious, fraudulent, violent or defamatory.
These laws and regulations are subject to interpretation by the relevant authorities, and it may not
be possible to determine in all cases whether certain content is prohibited. Failure to identify and
prevent illegal or inappropriate content from being uploaded or streamed on our platform may
subject us to liability. In 2018, our platform, along with several other content platforms in China,
was required to suspend certain functions of our platform for a short period under the direction of
PRC regulatory authorities to remove inappropriate content which impaired the public interest. If
we fail to comply with PRC laws and regulations, we may face fines or other penalties or may lose
licenses we need to operate our business and suffer reputational harm, which may materially and

adversely affect our business, financial condition, results of operations and prospects.

In addition to licensed content provided by copyright owners, we allow our users to upload
and stream content on our platform, which may be particularly challenging to monitor for
compliance with the relevant intellectual property laws. There can be no assurance that we can
timely identify or remove all the content that may violate relevant laws and regulations or may
otherwise harm our reputation or brand image, due to the large amount of content uploaded and
streamed by our users every day. For example, during the Track Record Period, one of our
international apps was temporarily removed from certain app stores as a result of allegations from
third parties that certain users were alleged to have uploaded plagiarized content in violation of

our terms of services.

While we have enforced and continue to enforce a copyright protection and takedown policy
consistent with standard industry practice in each of the jurisdictions in which our apps are
distributed, we cannot guarantee that we will be able to effectively prevent inappropriate or illegal
content from being posted on our platform, and that any of our apps will not be removed from app

stores in the future or be subject to other disciplinary actions as a result.
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Given that the internet business is highly regulated in China, intensified government
regulation of the short video, live streaming and e-commerce industries in China could also
restrict our ability to maintain or increase our user base or the user traffic to our platform,
which will materially and negatively impact our business operations and financial results.
Our failure to obtain and maintain requisite approvals, licenses or permits applicable to our

business or any changes in government policies or regulations, could harm our business.

The PRC government has, in recent years, intensified its regulation of various aspects of the
short video and live streaming industries in China. The State Council, the MIIT, the MCT, the
CAC and NRTA, have the authority to issue and implement regulations governing various aspects
of our business. Our PRC operating entities are required to obtain and maintain applicable licenses
or approvals from relevant regulatory authorities in order to provide their current services. For
example, we are required to obtain an Audio-Visual Permit issued by the NRTA or complete
certain registration procedures with the SARFT for providing internet audio-visual program
services, the ICP License for engaging in any commercial internet information services and the
ICB License for conducting internet cultural businesses. In addition, governmental authorities are
likely to continue to issue new laws, rules and regulations governing these industries, enhance
enforcement of existing laws, rules and regulations, and require new and additional approvals,
licenses and permits. For detailed discussion of certain licenses and permits relevant to our
business, see “Business — Licenses and Regulatory Approvals — Licenses, Permits and
Approvals” and the relevant discussion in “Regulatory Overview.” Failure to comply with these
regulations may result in fines and other penalties for us, including without limitation, shutting
down of our operations and revocation of licenses. Any such penalties may disrupt our business
operations and materially and adversely affect our business, financial condition, results of
operations and prospects. As we further develop our capabilities and enhance our product
functions, we may be required to obtain additional qualifications, permits, approvals or licenses.
For specific services offered online, we and the content providers may also be subject to additional

qualifications, permits, approvals or licenses requirements.

The e-commerce industry, and retail e-commerce in particular, are highly regulated by the
PRC governmental authorities. We are required to obtain various licenses and permits from
different regulatory authorities in order to distribute certain categories of products on our mobile
apps. We strive to obtain all the applicable licenses and permits, but due to the large number of
products sold on our mobile apps, we may not always be able to do so and we may be penalized
by governmental authorities for selling products without proper licenses. As we increase our
product and service offerings, we may also become subject to new or existing laws and regulations
that did not apply to us before. In August 2018, the Standing Committee of the National People’s
Congress (the “SCNPC”) promulgated the E-Commerce Law of the PRC ({H 3 A\ R ILANEH 7 ¥
FH5L) (the “E-Commerce Law”), which imposes a number of new requirements and obligations

on e-commerce platform operators. Pursuant to the relevant PRC laws and regulations, internet
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platforms including e-commerce platforms, content platforms and social platforms shall operate
legally and fulfill relevant obligations in terms of protection of consumers’ rights and interests,
intellectual property rights as well as cybersecurity and personal information. We have adopted a
series of measures to comply with the requirements under the E-Commerce Law. We cannot assure
you, however, that our current business operations meet the requirements under the E-Commerce
Law in all respects. If the PRC governmental authorities determine that we are not in compliance
with all the requirements under the E-Commerce Law and other applicable laws and rules, we may
be subject to fines and/or other sanctions. If we are unable to maintain and renew one or more of
our licenses and certificates after their current term expires, or obtain such renewals on
commercially reasonable terms, our operations could be disrupted. If the PRC government requires
additional licenses or permits or provides further enhanced supervision requirements in the future
in order for us to conduct our businesses, there is no guarantee that we would be able to obtain

such licenses or permits or meet all the supervision requirements in a timely manner, or at all.

In November 2020, the SAMR issued its “Guidelines for Antitrust in the Field of Platform
Economy (Draft for Comment)” (B4 & #8975 SE 51 fz BE BT 48 R (BCR 3 ), which provide
guidance on competition and compliance for companies operating in the Internet-related economy.
The SAMR is currently soliciting comments for the proposed guidelines, and the relevant
regulatory rules are in the process of being formulated. While we do not expect that the guidelines
will have a material impact on our business, any final regulations promulgated by the SAMR may
increase our compliance burden in our already highly-regulated industry, and it is currently
uncertain whether any final regulations promulgated by the SAMR will have an adverse impact on

our business and results of operations.

On November 12, 2020, the NRTA issued its Circular on Strengthening the Administration of
Online Show Live Streaming and E-commerce Live Streaming (B N8 4445 755 B G B E
HEE R EN) (“Notice 78”), which sets forth registration requirements for platforms providing
online show live streaming or e-commerce live streaming to have their information and business
operations registered by November 30, 2020. Notice 78 also set forth requirements for certain live
streaming businesses with respect to real-name registration, limits on user spending on virtual
gifting, restrictions on minors on virtual gifting, live stream review personnel requirements,
content tagging requirements, and other requirements. For example, Notice 78 requires live
streaming platforms to set a limit to the amount of virtual gifts a user can send per day and per
month, as well as the amount that can be gifted at any one time. As advised by our PRC Legal
Advisor, there is currently no clear guidance as to what limits on virtual gifting spending will be
imposed by the NRTA pursuant to Notice 78 and it is unclear how and to what degree any such
limits would be imposed on different platforms. Given there is no clear guidance from the
regulatory authorities on how to set the cap on virtual gifting spending, we have not set such cap
on our platform and we are currently not able to assess the impact this requirement under Notice

78 will have on the virtual gifting activity on our platform. During the Track Record Period, we
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generated a majority of our revenues from our live streaming business. Any such limits ultimately
imposed may negatively impact our revenues derived from virtual gifting and our results of
operations. During the Track Record Period, our top 50 users in terms of virtual gifting contributed
less than 5% of our total gross billings from virtual gifting. For more information on Notice 78,
see “Regulatory Overview — Regulations Relating to Online Live Streaming Services.” Since
Notice 78 was only issued in November 2020 and some of the requirements in Notice 78 contain
ambiguities, we are still in the process of getting further guidance from regulatory authorities and
evaluating the applicability and effect of the various requirements under Notice 78 on our
business. Any further rulemaking under Notice 78 or other intensified regulation with respect to
live streaming may increase our compliance burden in the live streaming business, and may have

an adverse impact on our business and results of operations.

As the short video, live streaming and e-commerce sectors in China are still evolving rapidly,
new laws and regulations may be adopted from time to time to address new issues that come to the
regulatory authorities’ attention and additional licenses and permits other than those we currently
have may be required. In the interpretation and implementation of existing and future laws and
regulations governing our business activities, considerable uncertainties still exist. We cannot
assure you that we will not be found in violation of any future laws and regulations or any of the
laws and regulations currently in effect due to changes in the relevant authorities’ interpretation of
these laws and regulations. As there remains uncertainty in the interpretation and implementation
of the relevant laws and regulations such as the ones outlined above, our users may be discouraged

from using our platform, and our business operations may be materially and adversely affected.

We may be subject to intellectual property infringement claims or other allegations by third
parties for information or content displayed on, retrieved from or linked to, our platform, or
distributed to our users, or for proprietary information appropriated by former employees,
which could be time-consuming and costly and may result in the removal of relevant content
from our platform.

We have been and may in the future be subject to intellectual property infringement claims or
other allegations by third parties for services we provide or for information or content displayed
on, retrieved from or linked to, recorded, stored or made accessible on, our platform, or otherwise
distributed to our users, including in connection with the music, images, videos and games played,
recorded, stored or made accessible on our platform, which may materially and adversely affect
our business, financial condition, results of operations, prospects and reputation. We have entered
into agreements with multiple music copyright owners and operators in China, which allow us to
legally use their music content on our platform. There is no guarantee that we will enter into
license agreements on terms that are satisfactory to us. Even when we are able to enter into license
agreements, we cannot guarantee that such agreements will continue to be renewed timely or
indefinitely. Additionally, under our agreements with content creators, we have the rights to use
the intellectual properties produced by them during their live streams and in their short videos on
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our platform. We allow users to upload text, graphics, audio, videos and other content to our
platform and users to access, download and share content on our platform. Despite our standard
procedures, including licensing, monitoring and uploading procedures, from time to time, we may
still be involved in infringement disputes with third parties. We have also implemented
technological measures to respond to incidents or users’ complaints regarding intellectual property
infringements on our platform, such as infringements on patents and copyrights, held by third
parties. However, we cannot fully eliminate the risk that unauthorized content remains on our

platform for a period of time.

Companies in the internet, technology and media industries are, from time to time, involved
in disputes or litigations based on allegations of infringement of intellectual property rights and
invasion of privacy. In China, the laws and regulations in relation to the validity, enforceability
and scope of protection of intellectual property rights in internet-related industries, especially for
short video and live streaming-based social platforms, are evolving and involve uncertainties. We
face, from time to time, and expect to face in the future, allegations that we have featured pirated
or illegally downloaded music, images, and videos on our platform, and that we have infringed
upon, or our users have infringed upon, the trademarks, copyrights, patents and other intellectual
property rights of third parties, including our competitors, or allegations that we are involved in
unfair trade practices. Some of the games content, whether in the form of short videos or live
streaming, on our platform may be alleged to infringe on copyrights of game producers, which
may also constitute the basis of an unfair competition claim. As we face increasing competition
from other internet companies in China, there may be a higher risk for us to be subject to
intellectual property infringement claims or other legal proceedings. For example, during the Track
Record Period, certain third parties have initiated or threatened us with lawsuits alleging copyright
infringement claims. While we intend to defend these lawsuits vigorously and believe that we have
valid defenses to these claims, there can be no assurance that a favorable outcome will be
obtained. During the Track Record Period, the total liability we have incurred as a result of these
lawsuits was immaterial.

If our content creators play music using their own devices in their short videos or during live
streams, such use of music would not be covered under the agreements we have entered into with
these music platforms. Under relevant PRC laws and regulations, internet information online
service providers which provide storage space for users to upload works or links to content
provided by third parties, could be held liable for copyright infringement under various
circumstances, including situations where such service provider knows or should reasonably have
known that the relevant content uploaded or linked to on its platform infringes upon the copyright
of others and such service provider fails to take necessary actions to prevent such infringement.
We have implemented procedures to reduce the likelihood that content might be used without
proper licenses or third-party consents and to ensure prompt responses and actions to notices from
copyright holders requesting removal of infringing content. However, these procedures may not be
effective in preventing the unauthorized posting or distribution of copyrighted content and we may
be deemed to have failed to take necessary actions against such infringement. Therefore, we may
face liability for copyright or trademark infringement, defamation, unfair competition, libel,
negligence, and other claims based on the nature and content of the materials that are delivered,
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shared or otherwise accessed through our platform. In particular, from time to time we may face
allegations of unauthorized use of music on our platform due to the large amount of videos that are
uploaded to our platform, many of which include music. While we have internal control
procedures to ensure compliance with the relevant copyright laws and to enforce a copyright
protection and takedown policy that complies with applicable laws, we may still be subject to
allegations of copyright violations, whether or not such allegations are legitimate.

Additionally, some of our employees were previously employed at other companies, including
our current and potential competitors. To the extent that these employees were involved in the
development of content or technology similar to ours at their former employers, we may become
subject to claims that we or such employees have appropriated proprietary information or
intellectual property of the former employers of our employees. If we fail to successfully defend
such claims, our business, financial condition, results of operations and prospects may be
materially and adversely affected.

We may incur additional costs in monitoring and detecting content infringment. Further,
defending claims is costly and can impose a significant burden on us, and there can be no
assurance that favorable final outcomes will be obtained in all cases. Such claims, even if they do
not result in liability, may harm our reputation and force us to remove relevant content from our
platform and enter into licensing agreements, which may not be available on commercially
reasonable terms or at all. Any resulting liability or expenses, or changes to our platform required
to reduce the risk of future liability, may have a material and adverse effect on our business,
financial condition, results of operations and prospects.

Concerns about collection and use of users’ personal data and other privacy-related and data
security matters could damage our reputation and deter current and potential users from
using our products and services.

Concerns about collection, use or disclosure of personal information or other privacy-related
and data security matters, even if unfounded, could damage our reputation and business operations.
The PRC Constitution, the PRC Criminal Law, the General Principles of the PRC Civil Law and
the PRC Cyber Security Law protect individual privacy and personal data security in general by
requiring the consent of internet users prior to the collection, use or disclosure of their personal
data. In particular, the Ninth Amendment to the Criminal Law of the PRC prohibits the selling or
otherwise illegally disclosing a citizen’s personal information, and if such information is obtained
during the course of performing duties or providing services, additional penalties could be
imposed. We strictly protect information provided by users and, under our privacy policy, we will
not provide any of our users’ personal information to any unrelated third party without our users’
prior consent. While we strive to comply with our data and privacy policies as well as all
applicable data protection laws and regulations in the PRC and overseas, we may not be able to
successfully protect our users’ privacy and data for reasons beyond our control. Any failure or
perceived failure to do so may result in proceedings or actions against us by government entities,
users or others, which could damage our reputation. A loss of confidence in us by our users and
business partners could adversely affect our business, financial condition, results of operations and
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prospects. In addition, user and regulatory attitudes towards privacy are evolving, and future
regulatory or user concerns about the extent to which personal information is used or shared with
advertisers or others may adversely affect our ability to use data to accurately direct
advertisements to target audience, as we presently do with our users’ consent, which may limit
certain methods of targeted advertising. Concerns about the security of personal data could also
lead to a decline in general internet usage, which could lead to a lower number of registered,
active or paying users on our platform.

We have operations in China and certain overseas regions and are subject to the laws and
regulations in China and such overseas regions. Our business may also be adversely impacted by
actions taken by governments in China and overseas in response to alleged data privacy and data
security threats. Such government actions and future unfavorable restrictions on the operations of
Chinese video content, social media or technology companies may limit our opportunities to
expand into overseas markets and materially and adversely affect our business.

The markets in which we operate are highly competitive, and we face significant competition
from internet companies that operate content-based social platforms, online marketing
businesses and e-commerce platforms in China. If we fail to compete effectively, our business,
financial condition, results of operations and prospects may be materially and adversely
affected.

We face intense competition from other internet companies in China in several major aspects
of our business, particularly in live streaming, online marketing services, e-commerce and other
sectors. Some of our competitors may have longer operating histories and greater financial,
technical and marketing resources than we do or have an advantage in attracting and retaining
users and business partners. In addition, our competitors may have larger user bases or more
established brand names than we do and therefore would be able to more effectively leverage their
user bases and brand names to provide live streaming, online marketing services, e-commerce and
other products and services. Furthermore, industry consolidation through mergers and acquisitions
may arise from time to time as platforms seek to grow their users, business scale and capabilities
in different content formats, which may give rise to greater competition.

In connection with our live streaming business, we compete for user time spent as well as for
quality content. As viewers are unlikely to view live streams on two different platforms
simultaneously, and given that many streamers may enter into exclusive contracts with certain
platforms, competition for user traffic and streamers is intense and our competitors may poach
successful streamers from our platform. We believe diversity and quality of content play a key role
in capturing user attention and time spent, which indirectly affects the revenue generated from
virtual gifting during live streams.

In connection with online marketing services, our ability to effectively compete for
advertising customers depends on the size of our user base and user engagement, diversity of
content, effectiveness of ad targeting, as well as quality and innovation in marketing solutions
offered. We compete with various types of internet companies that provide online marketing
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services, including traditional social media companies, short video or live streaming platforms, and
other content-based platforms. If we are unable to offer effective online marketing solutions, we
may lose key advertising customers to other internet companies and revenue from our online
marketing services may be negatively impacted.

We also compete in the highly-competitive e-commerce industry primarily for customers,
orders, products and third-party merchants. Some of our current or future competitors in the
e-commerce industry may have longer operating histories, greater brand recognition, better
supplier relationships, larger customer bases, higher penetration in certain regions or greater
financial, technical or marketing resources than we do. Some of our e-commerce competitors may
also be able to secure more favorable terms from suppliers, devote greater resources to marketing
and promotional campaigns, adopt more aggressive pricing and devote more resources to their
websites, mobile apps and systems development than we do. Increased competition in the
e-commerce industry may negatively impact our e-commerce monetization strategy and financial
results.

Finally, we compete in connection with various other monetization opportunities that we
currently pursue or may pursue in the future, which generally depend on our ability to attract and
retain users and business partners onto our ecosystem. If we are unable to compete effectively, our
ability to successfully monetize our platform may be materially affected. We may have to spend
additional resources in order to compete effectively, which may adversely affect our profitability.
Furthermore, if we are involved in disputes with any of our competitors that result in negative
publicity, such disputes, regardless of their veracity or outcome, may harm our reputation or brand
image and in turn may lead to loss of users and business partners. Any legal proceedings or
measures we take in response to competition and disputes with our competitors may be expensive,
time-consuming and disruptive to our operations and may divert our management’s attention from
our business operations.

We may experience negative publicity involving us, our users, our content, our platform, our
management, our business model or our industry in general.

Negative publicity involving us, our users, our content, our platform, our management, our
business model or our industry in general may materially and adversely harm our brand and our
business. We cannot assure you that we will be able to effectively manage negative publicity about
us, our management and/or our services to the satisfaction of our investors, users, customers and
business partners. During the Track Record Period, there have been negative news in relation to us
as well as our users and content on our platform. The dissemination of these news to the public
has had an adverse effect on and may continue to adversely affect our reputation or brand image,
which could negatively impact our business, results of operations and growth prospects. We may
have to incur significant expenses in order to remedy the effects of these negative reports, which
may materially and adversely affect our results of operations.
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We may be subject to allegations, harassment or other detrimental conduct by third parties,
which could harm our reputation and cause us to lose market share, users and customers.

We may be subject to allegations by third parties or purported former employees, negative
internet postings and other adverse public exposure relating to our business, operations and staff
compensation. We may also become the target of harassment or other detrimental conduct by third
parties or disgruntled former or current employees. Such conduct may include complaints,
anonymous or otherwise, to regulatory agencies, media or other organizations. We may be subject
to government or regulatory investigations or other proceedings as a result of such third-party
conduct and may be required to spend significant time and incur substantial costs to address such
third-party conduct, and there is no assurance that we will be able to conclusively refute each of
the allegations within a reasonable period of time, if at all. Additionally, direct or indirect
allegations against us may be posted on the internet, including social media platforms, by anyone
on an anonymous basis, regardless of whether they are related to us. Any negative publicity
relating to us or our management can be quickly and widely disseminated. Social media platforms
immediately publish the content to their users, often without filters or checks on the accuracy of
the content. Information posted may be inaccurate and adverse to us, and it may harm our
reputation, business operations and/or prospects. The harm may be immediate without affording us
an opportunity for redress or correction. Our reputation may be negatively affected as a result of
the public dissemination of negative and potentially false information about our business,
operations and management, which in turn may cause us to lose market share, users or customers.

Our business depends substantially on our ability to attract, train and retain qualified
personnel, as well as the continuing efforts of our management and other key personnel that
support our existing operations and future growth. If we lose their services, our operations
and growth prospects may be materially and adversely affected.

Our future success heavily depends upon the continuing services of our management and
other key personnel. In particular, we rely on the expertise, experience and vision of our
co-founders, Mr. Su Hua and Mr. Cheng Yixiao, who have served as our executive Directors since
the Company’s inception, as well as other members of our senior management team. We also rely
on the technical know-how and skills of other key personnel. If any of our senior management or
key personnel becomes unavailable to continue to contribute their services to us, we may not be
able to replace them easily or at all. As a result, our business may be severely disrupted, our
business, financial condition, results of operations and prospects may be materially and adversely
affected, and we may incur additional expenses to recruit, train and retain key personnel.

Our existing operations and future growth require a sizeable and competent workforce. Our
future success depends, to a significant extent, on our ability to attract, train and retain qualified
personnel, particularly management, technical and marketing personnel with expertise in the
internet industry. However, our industry is characterized by high demand and intense competition
for talent. In order to attract and retain talent, we may need to offer higher compensation, better
training and more attractive career opportunities and other benefits to our employees, which may
be costly. We cannot assure you that we will be able to attract or retain a qualified workforce
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necessary to support our future growth. We may also fail to manage our relationship with our
employees, and any disputes between us and our employees, or any labor-related regulatory or
legal proceedings may divert management attention and financial resources, negatively impact staff
morale, reduce our productivity, or harm our reputation and future recruiting efforts. In addition,
as our business has grown rapidly, our ability to train and integrate new employees into our
operations may not meet the increasing demands of our business. Any of the above issues related
to our workforce may materially and adversely affect our operations and future growth.

Moreover, if any of our management or key personnel joins a competitor or forms a
competing company that compete against ours, we may lose know-how, trade secrets, key
employees and business partners, user base and market share. While each of our executive officers
and key employees has entered into an employment agreement with confidentiality, intellectual
property and non-competition provisions with us, such non-competition provisions may not be
enforceable under certain circumstances.

We cooperate with various MCNs to manage our content creators. If we are not able to
maintain our relationship with MCNs, our operations may be materially and adversely
affected.

We cooperate with MCNs to manage and organize certain content creators on our platform.
As we are an open platform that welcomes all content creators to our platform, cooperation with
MCNs increases our operational efficiency by discovering, supporting, managing and developing
content creators in a more organized and structured manner. We pay some of our content creators
or their MCNs fees based on a percentage of the total value of virtual items gifted to the content
creators during their live steams. If we cannot balance the interests among us, the content creators
and their MCNs and maintain a holistic system that is satisfactory to us and the content creators,
we may not be able to retain or attract content creators or MCNs, or both.

In addition, certain MCNs do not have exclusive cooperation relationships with us. If other
platforms offer better incentives to such MCNs, the MCNs may choose to devote more of their
resources to streamers who stream on those other platforms, or they may encourage their content
creators to use or even enter into an exclusive agreement with those other platforms, any of which
could materially and adversely affect our business, financial condition, results of operations and
prospects.

Contractual disputes with our business partners and content creators may harm our
reputation and subject us to contractual liabilities, and may be costly or time-consuming to
resolve.

We enter into contracts with certain content creators and business partners including
advertisers, merchants and game developers. Although during the Track Record Period we have not
had any material contractual disputes with our business partners or content creators, we cannot
guarantee that there will not be any such disputes in the future. Any such disputes may not only be
costly and time-consuming to resolve, but may also be detrimental to the quality of the content
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produced by our content creators or products and services provided by us or our business partners,
cause our business partners or content creators to leave our platform, decrease user engagement on
our platform or otherwise adversely affect our business, financial condition, results of operations
and prospects.

We partially rely on a third party to conduct real name certification for our users, in
particular, to protect users who are minors. However, we cannot guarantee the effectiveness
of such process.

To use our products, a user must complete real name certification processes, which may
involve certifications conducted by a third party that we work with. We rely on the real name
certification results to identify users on our platform that are minors and to protect their rights and
interests. However, regardless of the relevant efforts we have made, as we have limited access to
the user’s information if he or she completes the real name certification through the third party, we
cannot guarantee the effectiveness of such real name certification. If there are incidents of
ineffective real name certification that result in our failures to identify and properly protect
minors, we may be ordered to rectify such incidents, and if we fail to make such rectifications, we
may be subject to penalties imposed by competent regulatory authorities. We also rely on real
name certification results to pay revenue sharing to certain streamers on our platform and to
withhold and remit related taxes for them. Ineffective real name certification incidents may cause
us to make payments or withhold taxes by mistake, which may adversely affect our relationships
with streamers and our compliance with the relevant PRC laws and regulations. We may also incur
additional costs in order to remediate such mistakes, which may adversely affect our financial
condition. Therefore, any ineffectiveness in the real name certification processes for our users may
have an adverse effect on our business, financial condition and results of operations.

We rely on certain key operating metrics to evaluate the performance of our business, and
perceived inaccuracies in such metrics may harm our reputation and negatively affect our
business.

We rely on certain key operating metrics, such as DAUs, MAUs and other user engagement
metrics, to evaluate the performance of our business. We calculate these operating metrics using
our internal data that have not been independently verified by third parties. Our operating metrics
may differ from estimates published by third parties or from similarly titled metrics used by other
companies due to differences in calculation methodology and assumptions. If the operating metrics
we use are perceived to be inaccurate by others, our reputation may be harmed and our evaluation
methods and results may be impaired, which could negatively affect our business.
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We use third-party online payment platforms to process user payments on our platform. Any
failures by these platforms to process payments effectively and securely may have material
and adverse effects on our business.

We depend on the billing and payment systems of third-party online payment platforms such
as Weixin Pay, Alipay and Apple Pay to maintain accurate records of payments of sales proceeds
by paying users and collect such payments. We receive periodic statements from these payment
platforms which indicate the aggregate amount of fees that were charged to our users. Our
business and results of operations could be adversely affected if these payment platforms fail to
accurately account for or calculate the revenues generated from the payments made to us by our
users. If there are security breaches or failure or errors in the payment process of these platforms,
user experience may be adversely affected and our results of operations may be negatively
impacted. We do not have control over the security measures of our third-party online payment
vendors, and security breaches of the online payment systems that we use could expose us to
litigation and possible liability for failing to secure confidential customer information, which
could, among other things, damage our reputation and the perceived security of all the online
payment systems we use. If a well-publicized internet or mobile network security breach were to
occur, users concerned about the security of their online financial transactions may become
reluctant to virtually gift and purchase on our platform even if the publicized breach did not
involve payment systems or methods used by us. In addition, billing software errors could damage
customer confidence in these online payment systems. If any of the above were to occur and
damage our reputation or the perceived security of the online payment systems we use, we may
lose paying users and users may be discouraged from virtually gifting or purchasing on our
platform which may have an adverse effect on our business.

Further, our third-party online payment vendors may from time to time experience cash flow
difficulties. Consequently, they may delay their payments to us or fail to pay us at all. Failure to
timely collect our receivables from these payment platforms may adversely affect our cash flows.

Moreover, if any of the payment platforms we use decides to significantly increase the
percentage they charge us for using their systems for processing the payments made on our
platform, our results of operations may be materially and adversely affected. Disputes with
third-party online payment platforms, such as disputes relating to intellectual property rights,
distribution fee arrangements and billing issues, may also arise from time to time and we cannot
assure you that we will be able to resolve such disputes in a timely manner or at all.

Non-compliance on the part of our employees, business partners or other third parties
involved in our business could adversely affect our business.

Our compliance controls, policies and procedures may not protect us from acts committed by
our employees, agents, contractors, or business partners who violate the laws or regulations of the
jurisdictions in which we operate, and this may adversely affect our business. In addition, our
business partners or other third parties involved in our business through our business partners may
be subject to regulatory penalties as a result of their regulatory compliance failures, which may,
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directly or indirectly, disrupt our business. Although we conduct reviews of legal formalities and
certifications before entering into contractual relationship with third party businesses, and take
measures to mitigate risks that we may be exposed to in case of any regulatory non-compliance by
third parties, we cannot be certain whether such third parties have infringed or will infringe upon
any other third parties’ legal rights or have violated or will violate any regulatory requirements or
rule out the likelihood of our incurring any liabilities due to any regulatory compliance failures by
such third parties. We may not identify irregularities or instances of non-compliance in the
business practices of third parties with whom we pursue existing or future cooperation and we
cannot assure you that any such irregularities will be corrected in a prompt and proper manner.
The legal liabilities and regulatory actions that may be imposed as a result of the actions of our
business partners or other third parties involved in our business may adversely affect our business
activities and reputation and in turn, our results of operations.

Major mobile application distribution channels may interpret or change their standard terms
and conditions in a manner that is detrimental to us, or terminate their existing relationship
with us.

We rely on third-party mobile application distribution channels to distribute our mobile
applications to users. We expect a substantial number of downloads of our mobile applications will
continue to be derived from these distribution channels. As a result, the promotion, distribution
and operation of our applications are subject to such distribution platforms’ standard terms and
policies for application developers, which are subject to the interpretation of, and frequent changes
made by, these distribution channels.

Mobile application distribution channels typically have strong bargaining power. Their terms
and policies for application developers, which may be impacted by potential geopolitics, favor
themselves in general, and they have broad discretion in interpreting their terms and policies, and
in dealing with deemed instances of non-compliance or violations by application developers. If any
major distribution channel interprets or changes its standard terms and conditions in a manner that
is detrimental to us, or terminates its relationship with us, we may not be able to find a
replacement in a timely manner or at all and the distribution of our platform may be adversely
affected. In addition, changes to the credit period or the settlement cycle of these distribution
channels may materially and adversely affect our cash flow. Disputes with distribution channels,
such as disputes relating to intellectual property rights, distribution fee arrangements and billing
issues, may also arise from time to time and we cannot assure you that we will be able to resolve
such disputes in a timely manner or at all. Any failure on our part to maintain good relationships
with a sufficient number of popular platforms for the distribution of our platform could cause the
number of our platform downloads and activations to decrease, which will have a material and
adverse effect on our business, financial condition, results of operations and prospects.
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Our patents may expire and may not be extended, our patent applications may not be
granted and our patent rights may be contested, circumvented, invalidated or limited in
scope. As a result, our patent rights may not protect us effectively. In particular, we may not
be able to prevent others from developing and deploying competing technologies, which could
have a material and adverse effect on our business, financial condition, results of operations
and prospects.

In China, invention patent rights are valid for twenty years, and utility model patent rights
and design patent rights are valid for ten years, all of which cannot be extended. However,
although design patent rights are currently valid for ten years, according to amendments to the
PRC Patent Law which were published on October 17, 2020, design patent rights will be valid for
15 years, effective from June 1, 2021. As of the Latest Practicable Date, we have registered 1,178
patents and had 3,162 pending patent applications in China. We cannot assure you pending
applications will be granted patents. Even if our patent applications succeed, it remains uncertain
whether such patents will be contested, circumvented or invalidated in the future. In addition, the
rights granted under any issued patents may not provide us with sufficient protection or
competitive advantages. The claims under any patents that are issued may not be broad enough to
prevent others from developing technologies that are similar to, or achieve results similar to, ours.
It is also possible that the intellectual property rights of others will bar us from licensing and
exploiting any patents that would have been issued from our pending applications. Numerous
foreign-issued patents and pending patent applications owned by others exist in the fields in which
we have developed and are developing our technology. These patents and patent applications may
have priority over our patent applications and could subject our patent applications to invalidation.
Finally, third parties may challenge the validity or enforceability of our existing or pending
patents.

Unauthorized use of our intellectual property, unfair competition, defamation or other
violations of our rights by our users, employees and/or third parties may harm our brand
and reputation, and the expenses incurred in protecting our intellectual property rights may
materially and adversely affect our business.

We regard our patents, copyrights, trademarks and other intellectual property as critical to our
success, and rely on a combination of patent, trademark and copyright laws, trade secrets
protection, restrictions on disclosure and other agreements that restrict the use of our intellectual
property to protect these rights. Although our contracts with users typically prohibit the
unauthorized use of our brands, images, characters and other intellectual property rights, we cannot
assure you that users will always comply with these terms. These agreements may not effectively
prevent disclosure of confidential information and may not provide an adequate remedy in the
event of unauthorized disclosure of confidential information. Although we enter into
confidentiality agreements and intellectual property ownership agreements with our employees,
these confidentiality agreements could be breached, and our proprietary technology, know-how or
other intellectual property could otherwise become known to third parties. In addition, third parties
may independently discover trade secrets and proprietary information, limiting our ability to assert
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any trade secret rights against such parties. Further, others may engage in conduct that constitutes
unfair competition, defamation or other violations of our rights, which could harm our business,
reputation and competitive position.

While we actively take steps to protect our proprietary rights, such steps may not be adequate
to prevent the infringement or misappropriation of our intellectual property. In addition, we cannot
assure you that any of our trademark applications will ultimately proceed to registration or will
result in registration with adequate scope for our business. Some of our pending applications or
registrations may be successfully challenged or invalidated by others. If our trademark applications
are not successful, we may have to use different marks for affected products or services, or seek to
enter into arrangements with any third parties who may have prior registrations, applications or
rights, which might not be available on commercially reasonable terms, if at all.

We face regulatory uncertainties and practical difficulties in enforcing our intellectual
property rights. Policing unauthorized use of all of our proprietary technology, trademarks and
other intellectual properties in real time is difficult and expensive, and litigation may be necessary
in the future to enforce our intellectual property rights. Future litigation could result in substantial
costs, diversion of our resources and could disrupt our business, as well as materially and
adversely affect our business, financial condition, results of operations and prospects.

Trademarks registered, internet search engine keywords purchased and domain names
registered by third parties that are similar to our trademarks, brands or websites and
third-party misappropriation of our data and copying of our platform could cause confusion
for our users, divert users from our products and services, and/or harm our reputation and
brand image.

Competitors and other third parties may register trademarks or purchase internet search
engine keywords or domain names that are similar to ours in order to divert potential users from
our platform to theirs. Preventing such unauthorized use is inherently difficult. If we are unable to
prevent such unauthorized use, competitors and other third parties may continue to drive potential
online customers away from our platform to competing, irrelevant or potentially offensive
platforms, which could harm our reputation and cause us to lose revenues.

From time to time, third parties have misappropriated our data through scraping our platform,
or other means and aggregated this data on their platforms with data from other companies. In
addition, “copycat” platforms or apps may misappropriate data on our platform and attempt to
imitate our brand or the functionality of our platform. Whenever we become aware of such
platforms, we employed technological and legal measures in an attempt to halt their operations.
However, we may not be able to detect all such actions in a timely manner and, even if we could,
technological and legal measures may be insufficient to stop their operations. In those cases, our
available remedies may not be adequate to protect us against such platforms. Regardless of
whether we can successfully enforce our rights against these platforms, any measures that we may
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take could require significant financial or other resources from us. Those platforms may also lure
away some of our users or advertisers or reduce our market share, causing material and adverse
effects to our business, financial condition, results of operations and prospects.

Advertisements shown on our platform may subject us to penalties and other administrative
actions. Our certain other online marketing services may be deemed as online advertising
services as well and may subject us to online advertisement laws and regulations.

We derive an increasing portion of our revenues from online marketing services we provide
on our platform. PRC advertising laws and regulations require advertisers, advertising operators
and advertising distributors to ensure that the content of the advertisements they prepare or
distribute is fair and accurate and is in full compliance with the relevant laws and regulations. In
addition, for advertising content related to specific types of products and services such as
pharmaceuticals and medical instruments, advertisers, advertising operators and advertising
distributors must confirm that the advertisers have obtained the requisite government approvals,
including the advertiser’s operating qualifications, proof of quality inspection of the advertised
products and services, and, with respect to certain industries, government approvals of the content
of the advertisement and filings with the local authorities. Pursuant to the relevant PRC advertising
laws and regulations, we are required to take steps to monitor the content of advertisements
displayed on our platform. Complying with the relevant laws and regulations requires considerable
resources and time, and could significantly affect our business operations. While we have made
significant efforts to ensure that the advertisements shown on our platform are in full compliance
with applicable PRC laws and regulations, we cannot assure you that all the content contained in
such advertisements or offers therein are true and accurate as required by the advertising laws and
regulations, especially given the uncertainty in the interpretation of such laws and regulations. If
we are found to be in violation of applicable PRC advertising laws and regulations, we may be
subject to penalties including fines, confiscation of advertising income, orders to cease
dissemination of the advertisements and orders to publish corrective information. In circumstances
involving serious violations, the PRC governmental authorities may force us to terminate our
online marketing services operations or revoke our licenses. If we become subject to any of the
above penalties, our reputation may be harmed and our business, financial condition, results of
operations and prospects may be materially and adversely affected.

In addition, pursuant to the Interim Measures on Internet Advertisement (€ F. I 48 J& 5 45 B
T#FL)) (the “Internet Advertisement Measures”), certain of our other online marketing
services may be deemed to constitute internet advertisement. See “Regulatory Overview —
Regulations on Internet Advertisement.” Any further change in the classification of
advertising-related services by the relevant regulatory authorities may also significantly disrupt our
operations and materially and adversely affect our business and prospects.
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The determination of the fair value changes, such as fair value change of our convertible
redeemable preferred shares, among other things, and impairment of certain of our assets
requires the use of estimates that are based on unobservable inputs, and therefore inherently
involves a certain degree of uncertainty.

We use significant unobservable inputs, such as expected volatility, discount for lack of
marketability, risk-free interest rate, expected rate of return and discount rate, in valuing certain of
our assets and liabilities, including convertible redeemable preferred shares, financial assets at fair
value through profit or loss and short-term investments. The fair value change of convertible
redeemable preferred shares, financial assets at fair value through profit or loss and short-term
investments may significantly affect our financial position and results of operations. Accordingly,
such determination requires us to make significant estimates, which may be subject to material
changes, and therefore inherently involves a certain degree of uncertainty. For instance, we had
fair value changes on convertible redeemable preferred shares of RMB20.5 billion, RMB11.9
billion, RMB19.9 billion and RMB89.2 billion in 2017, 2018 and 2019 and nine months ended
September 30, 2020, respectively. 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, general economic condition, changes in
market interest rates and stability of the capital markets. 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 operation and financial condition. In addition, the process for determining whether
an impairment of financial asset is other-than-temporary usually requires complex and subjective
judgments, which could subsequently prove to have been wrong.

We face risks associated with our investments.

We currently invest a portion of our capital in investments. As of September 30, 2020, our
investments mainly consisted of financial assets at fair value through profit or loss including listed
equity securities, unlisted equity securities and wealth management products. These investments
may earn yields substantially lower than anticipated, and the fair values of our investments may
fluctuate significantly, which contribute to the uncertainties in valuation. Any failure to realize the
benefits we expected from these investments may materially and adversely affect our business and
financial results.

We had aggregated net fair value gains on financial assets at fair value through profit or loss,
including wealth management products and investments in listed and unlisted entities, of RMB49.7
million, RMB133.5 million and RMB465.7 million for the years ended December 31, 2017 and
2018 and for the nine months ended September 30, 2020, respectively. We had net fair value losses
on financial assets at fair value through profit or loss of RMB14.0 million for the year ended
December 31, 2019. Any change in securities prices and market conditions could lead to volatility
in the fair values of our financial assets at fair value through profit or loss, which could further
impact our financial condition and results of operations and may also impact our ability to dispose
of these financial instruments at favorable prices.
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Acquisitions, investments or strategic alliances may fail and have a material and adverse
effect on our business, reputation and results of operations.

From time to time, we may acquire or invest in businesses, assets or technologies that are
complementary to our existing business. Future acquisitions and investments and the subsequent
integration of new businesses and assets into our own would require significant attention from our
management and could divert resources from our existing business, which in turn could have an
adverse effect on business operations. Acquired businesses or assets may not generate the financial
or operating results we expect. In addition, acquisitions and investments could result in the use of
substantial amounts of cash, potentially dilutive issuances of equity securities, the incurrence of
debt, the incurrence of significant goodwill impairment charges, amortization expenses for other
intangible assets and exposure to potential unknown liabilities of the acquired businesses and
investments. Moreover, the costs of identifying and consummating acquisitions or investments may
be significant. In addition to potential Shareholder approval, we may also have to obtain approvals
and licenses from governmental authorities in China and comply with applicable PRC laws and
regulations, which could result in increased costs and delays.

The process of integrating with another company or integrating an acquired company,
business, asset or technology may create unforeseen operating difficulties and expenditures. The
areas where we face risks include:

. significant costs of identifying and consummating acquisitions;

. difficulties in integrating the management, technologies and employees of the acquired
businesses;

. implementation or remediation of controls, procedures and policies at the acquired
company;

. coordination of products and services, engineering and sales and marketing functions;

. retention of employees from the businesses we acquire;

. liability for activities of the acquired company before the acquisition;

. litigation or other claims in connection with the acquired company;

. in the case of overseas acquisitions, the need to integrate operations across different

cultures and languages and to address the particular economic, currency, political and
regulatory risks associated with specific countries; and

. failure to achieve the intended objectives, benefits or revenue-enhancing opportunities.
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Our failure to address these risks or other problems encountered in connection with our future
acquisitions and investments could cause us to fail to realize the anticipated benefits of such
acquisitions or investments, incur unanticipated liabilities and expenses and harm our business
generally. If we use our equity securities to pay for acquisitions or investments, we may dilute the
value of our Shares. If we borrow funds to finance acquisitions or investments, such debt
instruments may contain restrictive covenants that could, among other things, restrict us from
distributing dividends. Such acquisitions and investments may also lead to significant amortization
expenses related to intangible assets, impairment charges or write-offs.

We may also enter into strategic alliances with various third parties. Strategic alliances with
third parties could subject us to a number of risks, including risks associated with sharing
proprietary information, non-performance by the counter-party and an increase in expenses
incurred in establishing new strategic alliances, any of which may materially and adversely affect
our business. We may have little ability to control or monitor such third parties’ actions and to the
extent that they suffer negative publicity or harm to their reputation from events relating to their
business, we may also suffer negative publicity or harm to our reputation by virtue of our
association with such third parties.

We may need additional capital, and we may be unable to obtain such capital in a timely
manner or on acceptable terms, or at all. Furthermore, our future capital needs may require
us to sell additional equity or debt securities that may dilute our Shareholders or introduce
covenants that may restrict our operations or our ability to pay dividends.

To grow our business and remain competitive, we may require additional capital from time to
time. Our ability to obtain additional capital is subject to a variety of uncertainties, including:

. our market position and competitiveness;

o our future profitability, overall financial condition, results of operations and cash flows;

. general market conditions for capital raising activities; and

. economic, political and other conditions in China and internationally.

We may be unable to obtain additional capital in a timely manner or on acceptable terms or at
all. In addition, our future capital needs and other business reasons could require us to sell
additional equity or debt securities or obtain a credit facility. The sale of additional equity or
equity-linked securities could dilute our Shareholders. The incurrence of indebtedness would result

in increased debt service obligations and could result in operating and financing covenants that
would restrict our operations or our ability to pay dividends to our Shareholders.
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In addition, although we generated net operating cash inflows of RMB2.1 billion, RMB1.8
billion and RMBS8.0 billion in 2017, 2018 and 2019, respectively, we had net operating cash
outflows of RMB768.4 million in the nine months ended September 30, 2020, primarily due to our
loss before income tax of RMB98.1 billion, adjusted by (i) the add-back of non-cash items
primarily comprising fair value changes of convertible redeemable preferred shares of RMB§89.2
billion, depreciation of property and equipment of RMB2.2 billion, depreciation of right-of-use
assets of RMB1.2 billion and share-based compensation expenses of RMB977.1 million, and (ii)
the changes in working capital primarily comprising an increase in accounts payables of RMB3.0
billion, an increase in advances from customers of RMBI1.5 billion and an increase in other
payables and accruals of RMBI1.1 billion. For more details, see “Financial information —
Liquidity and Capital Resources — Net Cash Generated from/(Used in) Operating Activities.”
There can be no assurance that we will not experience net operating cash outflow in the future. If
we fail to generate sufficient cash flow from our operations, or if we fail to maintain sufficient
cash or obtain additional external financing, our liquidity position may be adversely affected. If we
do not have sufficient cash flows to fund our business, operations and capital expenditure, our
business and financial position will be materially and adversely affected.

If we are unable to honor our obligations with respect to advances from customers, our
liquidity position and cash position may be adversely affected.

Our advances from customers, which we record as current liabilities, primarily comprise of
(i) advances from live streaming customers and (ii) advances from online marketing services.
Advances from live streaming customers are advances for purchase of virtual items before they are
gifted, and advances from online marketing services customers are contractual liabilities in
connection with the advanced cash receipt from customers for online marketing services.

Advances from live streaming customers would be utilized and recognized as revenue when
the virtual items are consumed through gifting during live streams. Advances from online
marketing services customers primarily relate to performance-based advertising and Kuaishou fans
headline services, and are utilized and recognized as revenue when the Company renders services
to the customers.

As of September 30, 2020, our advances from live streaming customers was RMB1.6 billion
and advances from online marketing services customers was RMB1.4 billion. If we fail to honor
our obligations with respect to a significant portion of the advances from customers, we may need
to refund such advances to customers, and our liquidity position and cash position may be
adversely affected.
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We recorded net current liabilities as of September 30, 2020 and net liabilities as of
December 31, 2017, 2018 and 2019 and September 30, 2020 and we had net operating cash
outflows in the nine months ended September 30, 2020.

Although we recorded net current assets of RMB3.1 billion, RMB6.7 billion and RMB1.9
billion as of December 31, 2017, 2018 and 2019, respectively, we recorded net current liabilities of
RMB112.6 billion as of September 30, 2020 primarily due to the redemption rights of our
convertible redeemable preferred shares. We also had net liabilities of RMB22.2 billion, RMB35.7
billion, RMB55.7 billion and RMB148.3 billion as of December 31, 2017, 2018 and 2019 and
September 30, 2020, respectively, primarily due to the significant amounts of convertible
redeemable preferred shares and accounts payable recorded as liabilities.

Our convertible redeemable preferred shares will be re-designated from liabilities to equity as
a result of the automatic conversion into ordinary shares upon the Listing, after which we do not
expect to recognize any further loss or gain on fair value changes from convertible redeemable
preferred shares and will return to a net assets position from a net liabilities position. However,
there can be no assurance that we will not experience liquidity problems in the future. In the nine
months ended September 30, 2020, we had net operating cash outflows of RMB768.4 million. If
we fail to generate sufficient cash flow from our operations, or if we fail to maintain sufficient
cash and financing, our liquidity position may be adversely affected. If we do not have sufficient
cash flows to fund our business, operations and capital expenditure, our business and financial
position will be materially and adversely affected.

We do not currently have business interruption insurance and our limited insurance coverage
could expose us to significant costs and business disruption. Any uninsured occurrence of
business disruption, material litigation or natural disaster could expose us to significant costs,
which could have an adverse effect on our results of operations.

While we believe our insurance practice is in line with industry standards, our insurance
coverage is limited. For example, we do not maintain business interruption insurance or litigation
insurance. Any uninsured occurrence of business disruption, material litigation or natural disaster,
or significant damages to our uninsured equipment or facilities could have a material and adverse
effect on our results of operations. As the insurance industry in China is still evolving, there are
currently limited offerings of business-related insurance products. As a result, we may not be able
to insure against certain risks related to our assets or business. If we were to incur substantial
losses or liabilities due to fire, explosions, floods or other natural disasters, disruption in our
network infrastructure or business operations, or any material litigation, our results of operations
could be materially and adversely affected. Our current insurance coverage may not be sufficient
to prevent us from any loss and there is no certainty 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 if the compensated amount is significantly less than our
actual loss, our business, financial condition, results of operations and prospects could be
materially and adversely affected.
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Our technology and infrastructure depend on the performance of the internet infrastructure
and fixed telecommunications networks in China and may experience unexpected system
failures, interruptions, inadequacies or security breaches. Our business and operating results
may be harmed by service disruptions, or by our failure to timely and effectively scale and
adapt our existing technology and infrastructure.

Our technology and infrastructure depend on the performance and reliability of the internet
and fixed telecommunications infrastructure in China. Access to the internet is maintained through
state-owned telecommunication operators under the administrative control and regulatory
supervision of the MIIT. We rely on this infrastructure to provide data communications primarily
through local telecommunication lines and wireless telecommunication networks. In addition, the
national networks in China are connected to the internet through international gateways. These
international gateways are the only channels through which a domestic user can connect to the
internet and may not sufficiently support the continually growing demand for internet usage. With
the expansion of our business, we may be required to upgrade our technology and infrastructure to
keep up with the increasing traffic on our platform. We cannot assure you that the internet
infrastructure and the fixed telecommunications networks in China can support the demands
associated with the continued growth in internet usage. If we cannot increase our capacity to
deliver our online services, we may not be able to accommodate the increases in traffic we
anticipate from our expanding user base and the adoption of our services may be hindered, which
could adversely impact our business and profitability. In the event of disruptions, failures or other
problems with internet infrastructure, we or our users may not have access to alternative networks
on a timely basis, if at all. Additionally, we have no control over the costs of the services provided
by telecommunication service providers. If the prices we pay for telecommunications and internet
services rise significantly, our results of operations may be materially and adversely affected.
Furthermore, if internet access fees or other charges to internet users increase, some users may be
prevented from accessing the mobile internet and thus cause the growth of mobile internet users to
decelerate. Such deceleration may adversely affect our ability to continue expanding our user base.

Our technology infrastructure may encounter disruptions or other outages caused by problems
or defects in our technologies and systems, such as malfunctions in software or network overload.
Incidents of serious network overload may cause laggings for some of our users for a period of
several hours each time, and may negatively affect our user experience. Our growing operations
will place increasing pressure on our server and bandwidth capacities as we further expand our
user base and develop more features and functions. We may encounter problems when upgrading
our systems or services and there may be undetected programming errors, which could adversely
affect the performance of our operating systems and user experience. Furthermore, our
infrastructure is also vulnerable to damages from fires, floods, earthquakes, power loss and
telecommunication failures. Any network interruption or inadequacy that causes interruptions to
our platform, or failure to maintain the network and server or solve such problems in a timely
manner, could reduce our user satisfaction, which in turn, could adversely affect our reputation,
user base and our business, financial condition, results of operations and prospects.
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Any compromise to the cyber security of, and spam and other malicious messages on, our
platform could materially and adversely affect our business, reputation and results of
operations.

We may suffer from targeted and untargeted cyberattacks. While we have not suffered from
any cyberattacks or data security breaches during the Track Record Period, any security breach of
our platform caused by hackings, which involve efforts to gain unauthorized access to our
information or systems, or to cause intentional malfunctions, loss or corruption of data, software,
hardware or other computer equipment, the intentional or inadvertent transmission of computer
viruses and similar events or third-party actions, could have a material and adverse effect on our
business, financial condition, results of operations and prospects.

On November 7, 2016, the SCNPC released the PRC Cyber Security Law, which took effect
on June 1, 2017. The PRC Cyber Security Law requires network operators to fulfill certain
obligations to safeguard security in the cyberspace and enhance network information management.
Our products and services are generally provided through the internet and involve the storage and
transmission of users’ information. Any security breach would expose us to a risk of loss of
information and potentially result in litigation and liability. As the techniques used to obtain
unauthorized access, disable or degrade internet services or sabotage operating systems change
frequently and often are not recognized until launched against a target, we may not be able to
anticipate such techniques or implement adequate preventative measures. Despite the security
measures we have implemented, our facilities, systems and procedures and those of our third-party
providers, may be vulnerable to security breaches, act of vandalism, software viruses, misplaced or
lost data, programming or human errors or other similar events which may disrupt our delivery of
services or expose the confidential information of our users and others. If an actual or perceived
breach of our security occurs, the market perception of the effectiveness of our security measures
could be harmed, we may lose current and potential users and may be exposed to legal and
financial risks, including legal claims, regulatory fines and penalties, which in turn could adversely
affect our business, reputation and results of operations.

In addition, spammers may use our platform to send targeted and/or untargeted spam
messages to other users, which may affect our user experience. As a result, our users may use our
products and services less or stop using them altogether. In spamming activities, spammers
typically create multiple user accounts for the purpose of sending spam messages. Although we
attempt to identify and delete accounts created for spamming purposes, we may not be able to
effectively eliminate all spam messages from our platform in a timely fashion. Any spamming
activities could have a material and adverse effect on our business, financial condition, results of
operations and prospects.
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Undetected programming errors or flaws or failure to maintain effective operations could
harm our reputation or decrease market acceptance of our products and services, which
would materially and adversely affect our results of operations.

Our apps may contain programming errors that only become apparent after their release. We
generally have been able to resolve such flaws and errors and optimize our apps. However, we
cannot assure you that we can always detect and resolve all such programming errors effectively
and timely. Undetected programming errors could adversely affect our operations, user experience
and market acceptance. Any errors, bugs or vulnerabilities discovered in our code after release
could result in damage to our reputation, loss of users, loss of content providers, loss of revenues
or liability for damages, any of which could adversely affect our business and operating results.

User growth and engagement depend upon effective interoperation with operating systems,
networks and mobile devices and standards that we do not control. We may not be successful
in maintaining and developing relationships with key participants in the mobile industry or
in developing services that operate effectively with these operating systems, networks, devices
and standards.

We make our products and services available across a variety of operating systems on mobile
devices and PCs. We conduct our business and generate revenues primarily through mobile
devices. If we are unable to successfully capture and retain the growing number of users that
access internet services through mobile devices, or if we are slower than our competitors in
developing attractive products and services adaptable for mobile devices, we may fail to capture a
significant share or an increasingly important portion of the market or may lose existing users. In
addition, even if we are able to retain the increasing number of mobile users, we may not be able
to successfully monetize our user base in the future. We are dependent on the interoperability of
our services with popular mobile devices and mobile operating systems that we do not control,
such as Windows, Android, and iOS. Any changes in such operating systems or devices that
degrade the functionality of our services or give preferential treatment to competitive services
could adversely affect the usage of our services. We may not be successful in maintaining and
developing relationships with key participants in the mobile industry or in developing services that
operate effectively with these operating systems, networks, devices and standards. Further, if the
number of platforms for which we develop our services increases, which is typically seen in a
dynamic and fragmented mobile services market such as China, it will result in an increase in our
costs and expenses. In order to deliver high quality services, it is important that our services work
well across a range of mobile operating systems, networks, mobile devices and standards that we
do not control. In the event that it is difficult for our users to access and use our services,
particularly on their mobile devices, our user growth and user engagement could be harmed, and
our business, financial condition, results of operations and prospects could be adversely affected.
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Some of our products and services contain open source software, which may pose a particular
risk to our proprietary software products and services and may adversely affect our business.

We use open source software in some of our products and services and will continue to use
open source software in the future. There is a risk that open source software licenses could be
construed in a manner that imposes unanticipated conditions or restrictions on our ability to
provide or distribute our products or services. Additionally, we may face claims from third parties
claiming ownership of, or demanding release of, the open source software or derivative works that
we have developed using such software. These claims could result in litigation and could require
us to make our software source code freely available, purchase a costly license, or cease offering
the implicated products or services unless and until we can re-engineer them to avoid
infringement. This re-engineering process could require significant additional research and
development resources, and we may not be able to complete it successfully.

Our leased property interests may be defective and our right to lease the properties affected
by such defects may be challenged, which could cause significant disruption to our business.

As of the Latest Practicable Date, with respect to ten of our leased properties, the relevant
lessors had not provided us with valid property ownership certificates or relevant authorization
documents evidencing their rights to lease the properties to us. All such leased properties were
used as offices. The absence of the property ownership certificates limited our ability to determine
whether the lessors have the right to lease the properties to us, and if any of the lessors is not the
legal owner and has not been duly authorized by the legal owner, the relevant lease agreement may
be deemed invalid, and as a result, we may face challenges from the legal owners of the properties
or other third parties, and may be forced to vacate the relevant properties and relocate our offices.
We may incur additional expenses during the process, and our business, financial condition and
results of operations may be negatively affected.

Pursuant to applicable PRC laws and regulations, property lease agreements must be filed
with the local branch of the Ministry of Housing and Urban-Rural Development of the PRC. The
filing of such leases will require the cooperation of the lessors. As of the Latest Practicable Date,
we had not filed leases for 67 properties we leased in China, primarily due to the difficulty of
procuring our lessors’ cooperation to file such leases. As advised by our PRC Legal Advisor, the
lack of filing will not affect the validity and enforceability of the lease agreements, but a fine
ranging from RMB1,000 to RMB10,000 may be imposed on us for each non-filed lease. The
estimated total maximum penalty is RMB670,000.
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Failure to pay the social insurance premium and housing provident funds for and on behalf
of our employees in accordance with the relevant PRC laws and regulations may have an
adverse impact on our financial conditions and results of operation.

According to applicable PRC laws and regulations, employers must open social insurance
registration accounts and housing provident fund accounts regardless of whether they have hired
employees or not, and pay social insurance premium and housing provident funds for each
employee to the relevant local authorities directly. During the Track Record Period and up to the
Latest Practicable Date, certain of our PRC operating entities did not have any employees and
could not open housing provident fund accounts as the relevant regulatory authorities only allow
companies to open housing provident fund accounts after they have hired employees pursuant to
the local practice. Nevertheless, these PRC operating entities are required to open housing
provident fund accounts according to the relevant PRC laws and regulations, though they did not
have any employees during the Track Record Period and up to the Latest Practicable Date. In
addition, during the Track Record Period, a few of our PRC operating entities engaged third-party
human resources agencies to pay social insurance premium and housing provident funds for some
of their employees, who accounted for less than 1.0% of the total number of our employees. This
is because such employees worked outside of the cities where the operating entities are registered
and third-party human resources agencies were engaged to pay social insurance premium and
housing provident funds for such employees in cities where they worked. If the relevant competent
government authority is of the view that this third-party agency arrangement does not satisfy the
requirements under the relevant PRC laws and regulations, in respect of housing provident fund,
we may be ordered to pay the outstanding balance to the relevant local authority within a
prescribed period of time, failing which the government authority can apply to the People’s Court
for compulsory enforcement, but no penalties are provided under the relevant PRC laws and
regulations; and in respect of social insurance, we might be ordered to pay the outstanding balance
within a certain period of time and a late fee that equals to 0.05% of the total outstanding balance
per day from the date of the failure to make payment, failing which we may be subject to a fine
ranging from one to three times of the total outstanding balance. As advised by our PRC Legal
Advisor, if we can pay the outstanding balance to the relevant authorities within a certain period of
time when we are required to do so, the likelihood of us being subject to fines by the relevant
government authorities is low. As of the Latest Practicable Date, none of these entities had
received any administrative penalty or labor arbitration application from employees for its agency
arrangement with third-party human resources agencies or for having not opened housing provident
fund accounts.
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Under the agreements between the third-party human resources agencies and our relevant
operating entities, the third-party human resources agencies have the obligations to pay social
insurance premium and housing provident funds for our relevant employees. However, if the
human resource agencies fail to pay the social insurance premium or housing provident fund
contributions for and behalf of our employees as required under applicable PRC laws and
regulations, we may be ordered to rectify such failure or be subject to penalties. As of the Latest
Practicable Date, none of the third-party human resources agencies that we cooperate with had
failed to pay, or delayed in paying, any social insurance premium or housing provident fund
contributions for our employees.

Our results of operations are subject to fluctuations due to seasonality.

We experience seasonality in our business, reflecting seasonal fluctuations in mobile and
internet usage. As a result, comparing our operating results on a period-to-period basis may not be
meaningful. For example, the number of active users tend to be higher during holidays and school
breaks. As a result, our results of operations and the trading price of our Class B Shares may
fluctuate from time to time due to seasonality.

We may increasingly become a target for public scrutiny, including complaints to regulatory
agencies, negative media coverage, and malicious allegations, all of which could severely
damage our reputation and materially and adversely affect our business and prospects.

We have a huge amount of users, and an extremely large number of transactions take place on
our platform on a daily basis. The huge volume of activities taking place on our platform as well
as publicity about our business create the possibility of heightened attention from the public,
regulators and the media. Heightened regulatory and public concerns over consumer protection and
consumer safety issues may subject us to additional legal and social responsibilities and increased
scrutiny and negative publicity over these issues, due to the large number of transactions that take
place on our platform and the increasing scope of our overall business operations. In addition,
changes in our services or policies have resulted and could result in objections by members of the
public, the traditional, new and social media, social network operators, merchants on our platform
or others. From time to time, these objections or allegations, regardless of their veracity, may
result in consumer dissatisfaction, public protests or negative publicity, which could result in
government inquiry or substantial harm to our brand, reputation and operations. Moreover, as our
business expands and grows, both organically and through acquisitions of and investments in other
businesses, domestically and internationally, we may be exposed to heightened public scrutiny in
jurisdictions where we already operate as well as in new jurisdictions where we may operate.
There is no assurance that we would not become a target for regulatory or public scrutiny in the
future or that scrutiny and public exposure would not severely damage our reputation as well as
our business and prospects. We may not realize the benefits we expect from our strategic
cooperation with our strategic partners, which may materially and adversely affect our business
and results of operations.
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We are subject to anti-corruption, anti-bribery and other laws and regulations, and third
party payment channels we cooperate with are subject to anti-money laundering laws.

We are subject to anti-corruption, anti-bribery and other relevant laws and regulations in
China and certain overseas jurisdictions. Although we perform compliance processes and maintain
internal control systems, we may be subject to investigations and proceedings by governmental
authorities for alleged infringements of these laws and regulations if our processes or systems are
not conducted or are not operating properly. These proceedings may result in fines or other
liabilities and could have a material and adverse effect on our reputation, business, financial
condition, results of operations and prospects. If any of our subsidiaries, operating entities,
employees or other persons engage in fraudulent, corrupt or other unfair business practices or
otherwise violate applicable laws, regulations or internal controls, we could become subject to one
or more enforcement actions or otherwise be found to be in violation of such laws and regulations,
which may result in penalties, fines and sanctions and in turn adversely affect our reputation,
business, financial condition, results of operations and prospects.

In addition, we currently cooperate with third party payment channels such as Weixin Pay,
Alipay and Apple Pay to process payments for us. These third party payment channels are subject
to anti-money laundering obligations under applicable anti-money laundering laws and regulations
in China, which require them to comply with certain anti-money laundering requirements,
including the establishment of a customer identification procedure, the monitoring and reporting of
suspicious transactions, the preservation of customer information and transaction records, and the
provision of assistance to the public security department and judicial authority in investigations
and proceedings in relation to anti-money laundering matters. If a third-party payment channel
fails to perform its anti-money laundering obligations, it may be subject to fines or other
proceedings in accordance with the relevant regulations. If any of our third-party payment channel
fails to comply with applicable anti-money laundering laws and regulations, our reputation could
suffer and we could become subject to regulatory intervention, which could have a material and
adverse effect on our business, financial condition, results of operations and prospects.

We are subject to governmental economic sanctions laws that could subject us to liability.

We are subject to various economic and trade sanctions laws in different jurisdictions. For
example, U.S. economic sanctions prohibit the provision of products and services to countries,
governments, and persons targeted by U.S. sanctions. United Kingdom financial sanctions and
European Union sanctions also have similar regime to prohibit the provision of products and
services to countries, governments and persons on their respective target list.
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In the past, we have not identified any users on our platform that appeared to have been
located in countries that are targets of any governmental economic sanctions. While we believe
that we have been, and that we continue to be, in compliance with applicable governmental
economic sanctions laws, our failure to employ appropriate safeguards with respect to users
located in countries that are targets of governmental economic sanctions may result in a violation
of such laws and regulations. Non-compliance with applicable governmental economic sanctions
laws could subject us to adverse media coverage, investigations, severe administrative, civil and
possibly criminal sanctions, and expenses related to remedial measures and legal expenses, which
could materially and adversely affect our reputation, business, financial condition, results of
operations and prospects.

Our users may suffer from third-party fraud when purchasing our KwaiCoins and we may
suffer fraud when selling KwaiCoins to users.

We offer our users multiple official payment channels to purchase KwaiCoins. However, from
time to time, certain third parties fraudulently claim that users can purchase KwaiCoins through
them. If our users choose to purchase KwaiCoins from such third parties, they may suffer losses
from such fraudulent activities by third parties. Although we are not directly responsible for such
fraudulent activities conducted by third parties, are not obligated to compensate and in the past
have not compensated users for any such losses, our user experience may be adversely affected
and they may choose to leave our platform as a result. Such fraudulent activities by third parties
may also generate negative publicity, disputes or even legal claims. The measures we take in
response to such negative publicity, disputes or legal claims may be expensive, time-consuming
and disruptive to our operations and divert our management’s attention.

In the past, we have experienced incidents in which users may have paid for our KwaiCoins
through fraudulent methods, including the exploitation of the settlement policies of third-party
online payment channels. The frequency of such incidents has been low during the Track Record
Period and we have identified one confirmed incident resulting in approximately RMB140,000 in
lost revenue. Although we have implemented authentication mechanisms that help us detect such
fraudulent paying methods, we cannot guarantee that our mechanisms will identify and prevent all
fraudulent KwaiCoin purchases in the future. These fraudulent transactions may cause harm to our
financial results and business operations.

We are exposed to credit risks in relation to our trade receivables, and such risks may be
heightened during periods of uncertain economic conditions.

As of December 31, 2017, 2018, 2019 and September 30, 2020, our trade receivables
amounted to RMB136.6 million, RMB129.0 million, RMB1.1 billion and RMBI1.8 billion,
respectively. These trade receivables were related to receivables due from contracts with
customers. We may not be able to collect all such trade receivables due to a variety of factors that
are outside of our control. For example, if the strategic relationship between us and any of the
online payment channels is terminated or deteriorated, or if any of the online payment channels
experience financial difficulties in settling the trade receivables, our corresponding trade
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receivables may be adversely affected in terms of recoverability. As the amount of provisions made
on our trade receivables are recorded as loss allowance provision, if we are not able to manage the
credit risk associated with our trade receivables, our results of operations may be materially and
adversely affected.

We enter into contracts with business partners on our platform including merchants,
advertisers and third-party e-commerce platforms, and the financial soundness of these customers
may affect our collection of accounts receivable. We make a credit assessment of each customer to
evaluate the collectability of service fees before entering into a contract. However, we cannot
assure you that we are or will be able to accurately assess the creditworthiness of each customer,
and any inability of a customer to pay us in a timely manner may adversely affect our liquidity
and cash flows.

We may incur impairment charges for our intangible assets.

Our intangible assets consist of goodwill, which relates to our business acquisitions, and
other intangible assets, including licenses and copyrights, trademarks and domain names, software
and others. As of December 31, 2017, 2018 and 2019 and September 30, 2020, we recorded
goodwill of nil, RMB816.1 million, RMB837.0 million and RMB837.0 million, respectively, and
other intangible assets of RMB34.9 million, RMB229.7 million, RMB283.3 million and RMB416.7
million, respectively. Based on the result of goodwill impairment testing, which we conduct at
least annually, no impairment was identified in respect of goodwill as of December 31, 2018 and
2019 and September 30, 2020, respectively. Due to frequent changes and development in
technology, technological advancements may render our existing technologies less effective or
even obsolete, or may cause our services to be less attractive to our customers. As a result, the
assumptions we used in estimating the cash flow generated from our intangible assets may change,
and the estimated useful life of our intangible assets may also be subject to significant estimate
uncertainty. If any significant changes were to occur, we may incur impairment charges for our
intangible assets, and if any significant impairment charges were made, our results of operation
may be negatively affected.

We may incur higher income tax expenses if our deferred income tax assets are not utilized as
expected.

In the application of our accounting policies, we are required to make judgments, estimates
and assumptions about the carrying amounts of certain assets and liabilities. The estimates and
associated assumptions are based on historical experience and other relevant factors. As a result,
actual results may differ from these accounting estimates. As at December 31, 2017, 2018 and
2019 and September 30, 2020, our deferred income tax assets amounted to RMB7.8 million,
RMBI161.9 million, RMB860.2 million and RMB2.2 billion, respectively. For details of our
deferred income tax assets during the Track Record Period, please refer to Note 31 to the
Accountant’s Report in Appendix I to this prospectus. Deferred tax assets are recognized only if it
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is probable that future taxable amounts will be available to utilize those temporary differences and
losses according to our assessment. If sufficient future taxable profits are not generated eventually
or are less than what is expected, a material reversal of deferred tax assets may arise.

Our business operations and financial performance have been affected by the COVID-19
outbreak.

Since the end of December 2019, the outbreak of a novel strain of coronavirus named
COVID-19 has materially and adversely affected the global economy. Since early 2020, Mainland
China and certain other regions and countries where we operate have been affected by the
COVID-19 outbreak and, in response, governments have implemented, among other measures,
restrictions on mobility and travel and cancellation of public activities, to contain the spread of the
virus. As a result, our operations have to a certain extent been impacted by delays in business
activities, commercial transactions and general uncertainties surrounding the duration of the
governments’ extended business and travel restrictions. In particular, the travel restrictions resulted
in the reduction in size or even cancellation of our offline events, which temporarily adversely
affected our marketing activities. The COVID-19 outbreak had also resulted in regulatory approval
delays due to government-imposed lockdowns and workplace closures. Further, as social and work
gatherings were banned, mandatory quarantine requirements were imposed and public
transportation was suspended in certain cities and countries where our offices and facilities were
located, a portion of our employees have been working remotely and our operations in those
regions have been interrupted to the extent that onsite services of our employees were required.

Moreover, we took a series of measures in response to the outbreak to protect our employees,
including, among others, temporary closure of our offices, remote working arrangements for our
employees, and travel restrictions or suspension. These measures temporarily reduced the capacity
and efficiency of our operations. We also provided our employees with masks, hand sanitizers and
other protective equipment immediately after the outbreak, which had increased and may continue
to increase our operations and support costs. In addition, our business operations could be
disrupted if any of our employees is suspected of contracting the COVID-19 or any other epidemic
disease, since our employees could be quarantined and/or our offices may have to be shut down for
disinfection.

While the lock down and various social distancing initiatives adopted by the governments
during the outbreak of COVID-19 have caused people to turn to online social and entertainment
activities in lieu of physical gatherings, these measures have led to reduced business activities in
general. Furthermore, any increase in demand for online social and entertainment activities as a
result of the lock down and various social distancing initiatives associated with the COVID-19
outbreak may be temporary and not sustainable. The general concerns and uncertainties about the
pandemic and the economy and the overall weakening consumer sentiment may have negatively
affected our business.
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There remain significant uncertainties surrounding the COVID-19 outbreak and its further
development as a global pandemic. Should there be a resurge of the virus, China may again take
emergency measures to combat the spread of the virus, including travel restrictions, mandatory
cessations of business operations, mandatory quarantines, work-from-home and other alternative
working arrangements, and limitations on social and public gatherings and lockdowns of cities or
regions, which may impact online businesses. As a result, the extent of the disruption to our
business and the related impact on our financial results and outlook for 2020 cannot be reasonably
estimated at this time. The potential downturn brought by and the duration of the COVID-19
outbreak may be difficult to assess or predict as the actual effects will depend on many factors
beyond our control. While we believe the impact on our business due to the outbreak of
COVID-19 was limited, it is hard for us to quantify the impact and estimate the extent to which
the COVID-19 outbreak impacts our long-term results.

Pandemics and epidemics, natural disasters, terrorist activities, political unrest, and other
outbreaks may disrupt our production, delivery, and operations, which could materially and
adversely affect our business, financial condition, results of operations and prospects.

In recent years, there have been outbreaks of epidemics globally. In addition to the impact of
COVID-19 as described above, our business could be materially and adversely affected by natural
disasters, such as snowstorms, earthquakes, fires or floods, the outbreak of other widespread health
epidemic, such as swine flu, avian influenza, severe acute respiratory syndrome, Ebola, or Zika or
other events, such as wars, acts of terrorism, environmental accidents, power shortage or
communication interruptions. The occurrence of such a disaster or prolonged outbreak of an
epidemic illness or other adverse public health developments in the countries and regions we
operate in could materially disrupt our business and operations. Such events could also
significantly affect our industry and cause a temporary closure of the facilities we use for our
operations, which would severely disrupt our operations and have a material adverse effect on our
business, financial condition, results of operations and prospects. Our operations could be
disrupted if any of our employees were suspected of having any of the epidemic illnesses, since
this could require us to quarantine some or all of such employees or disinfect the facilities used for
our operations. In addition, our revenues and profitability could be materially reduced to the extent
that a natural disaster, health epidemic or other outbreak harms the Chinese or global economy in
general. Our operations could also be severely disrupted if our customers, suppliers or other
participants were affected by such natural disasters, health epidemics or other outbreaks.

We may be subject to social and natural catastrophic events that are beyond our control, such
as natural disasters, health epidemics, riots, political and military upheavals and other outbreaks in
the country or region where we have our operations or where a portion of our users are located.
Such events could significantly disrupt our operations and negatively impact our business,
financial condition, results of operations and prospects.
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Changes in international trade or investment policies and barriers to trade or investment,
and the ongoing conflict and emergence of a trade war between the United States and China
and the ongoing conflict between India and China may have an adverse effect on our business
and expansion plans.

International market conditions and the international regulatory environment have historically
been affected by competition among countries and geopolitical frictions. Changes to trade policies,
treaties and tariffs, or the perception that these changes could occur, could adversely affect the
financial and economic conditions in the jurisdictions in which we operate, as well as our overseas
expansion, our financial condition, and results of operations. There have been political matters
which resulted in increased tensions between U.S. and China. In addition, China has implemented,
and may further implement, measures in response to new trade policies, treaties and tariffs
initiated by the U.S. government. Such measures may further escalate the tensions between the
countries or even lead to a trade war. Any further escalation in trade tensions between China and
the U.S. or a trade war, or the perception that such escalation or trade war could occur, may have
negative impact on the economies of not only the two countries concerned, but the global economy
as a whole. As a result, our business, financial condition, results of operations and prospects would
be adversely affected. We currently carry out certain operations and research and development
functions in the U.S.. While our business operations in the U.S. have not been adversely affected,
if there were any further escalation of tensions between the U.S. and China or if any further
restrictions on internet companies from China were imposed by the U.S., our business may be
adversely affected. In addition, our potential acquisitions and investments, as well as operations, in
the United States may be affected by heightened regulatory requirements or scrutiny if the current
U.S.-China disputes continue to escalate. Furthermore, there is no guarantee that China will not
impose any additional U.S.-specific restrictions on top of its existing restrictions.

On June 29, 2020, the Indian government banned 59 mobile apps which are either based in or
linked to China including our Kwai app and UVideo app. On September 2, 2020, the Indian
government banned another 188 China-related mobile apps including one of our apps. On
November 24, 2020, the Indian government further banned another 43 China-related mobile apps
including our Snack Video. Whilst both India and China have now expressed their efforts to ease
tensions, there can be no assurance that similar events would not happen in the future, or any
diplomatic efforts would continue to be successful, or our other mobile apps in India would not be
banned in the future. We cannot predict how such geopolitical events will develop in the future
and how they may impact our business, operations, reputation and financial condition.
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We have granted options and may continue to grant options, restricted shares and other types
of awards under our share option plan, which may result in increased share-based
compensation expenses.

We adopted our Pre-IPO ESOP for the purpose of granting share-based compensation awards
to employees, Directors and consultants to incentivize their performance and align their interests
with ours. We recognize expenses in our consolidated financial statements in accordance with
IFRS. Under our Pre-IPO ESOP, we are authorized to grant options and restricted shares. As of
September 30, 2020, the maximum aggregate number of ordinary shares which may be issued
pursuant to all awards under our Pre-IPO ESOP was 523,622,725 ordinary shares, subject to
adjustment and amendment. We believe the granting of share-based compensation is important to
attract and retain key personnel and employees, and we will continue to grant share-based
compensation to employees in the future. As a result, our expenses associated with share-based
compensation may increase, which may have an adverse effect on our results of operations.

RISKS RELATED TO OUR CORPORATE STRUCTURE

If the PRC government determines that the agreements establishing the structure for
operating our online businesses in China do not comply with applicable PRC laws and
regulations, or if these regulations or their interpretations change in the future, we could be
subject to severe consequences, including the nullification of the Contractual Arrangements
and the relinquishment of our interest in our Consolidated Affiliated Entities.

We are a Cayman Islands exempted company and our indirect wholly-owned PRC subsidiary,
Beijing Dajia, is considered a foreign-invested enterprise. The PRC government prohibits foreign
investment in internet cultural activities, internet audio-visual program services, online live
streaming services and online game services and restricts foreign investment in value-added
telecommunications services businesses. See “Regulations on Value-Added Telecommunications
Services,” “Regulations relating to Internet Audio-Visual Program Services,” “Regulations relating
to Online Live Streaming Services,” “Regulations relating to Online Games” and “Regulations
relating to Foreign Investment” in “Regulatory Overview.” Due to these restrictions, we conduct
our operations in China through our Consolidated Affiliated Entities. Although we do not have any
equity interest in our Consolidated Affiliated Entities, we are able to exercise effective control
over them and receive substantially all of the economic benefits of their operations through the
Contractual Arrangements with our Consolidated Affiliated Entities and their shareholders. For a
description of the Contractual Arrangements, see “Contractual Arrangements.”

Our PRC Legal Advisor is of the opinion that each of the agreements underlying the
Contractual Arrangements (i) taken individually and collectively, are legal, valid and binding on
the parties of each of the agreements underlying the Contractual Arrangements in accordance with
their terms and provisions under applicable PRC laws and regulations, except that the dispute
resolution provisions of the Contractual Arrangements regarding the remedies that may be awarded
by the arbitration tribunal and the power of courts in Hong Kong and the Cayman Islands to grant
interim remedies in support of the arbitration may not be recognized or enforced by PRC courts, or
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that the provisions regarding the liquidation committee designated by our WFOE upon the winding
up of the Consolidated Affiliated Entities to manage their assets may not be recognized or
enforced by PRC courts, (ii) do not violate the articles of association of Beijing Dajia and each of
the PRC Holdcos, and (iii) none of the agreements underlying the Contractual Arrangements
violates provisions in the Civil Code of the PRC ({H #E A\ RILHIE [Ri%48)) (the “Civil Code”)
including in particular provisions regarding “impairing others’ legitimate rights and interests with
malicious collusion” or falls within any circumstances under which a contract may be determined
invalid pursuant to the Civil Code. However, there can be no assurance that the PRC government
authorities will not take a view in the future that is contrary to or otherwise different from the
opinion of our PRC Legal Advisor stated above, and there is also the possibility that the PRC
government authorities may adopt new laws and regulations in the future which may invalidate the
Contractual Arrangements. The relevant PRC government authorities have broad discretion in
dealing with deemed non-compliances or violations, including, without limitation:

. require the nullification of the Contractual Arrangements;

. revoke the business licenses and/or operating licenses of Beijing Dajia or our
Consolidated Affiliated Entities;

. require us to discontinue the business operations of Beijing Dajia or our Consolidated
Affiliated Entities, or place restrictions or onerous conditions on such business
operations;

. restrict our right to collect revenues;

. shut down all or part of our websites, applications or services;

. levy fines on us and/or confiscate the proceeds generated from the operations under the
Contractual Arrangements;

. impose additional conditions or requirements which we may not be able to comply with;

. require us to undergo costly and disruptive restructurings; and

. take other regulatory or enforcement actions that could be harmful to our business.

The imposition of any of the above-mentioned consequences could result in a material and
adverse effect on our ability to conduct our business. In addition, if the imposition of any of these
consequences causes us to lose the rights to direct the activities of our Consolidated Affiliated

Entities or our right to receive economic benefits from our Consolidated Affiliated Entities, we
would no longer be able to consolidate the financial results of our Consolidated Affiliated Entities.
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Substantial uncertainties exist with respect to whether the control of PRC onshore VIEs by
foreign investors via contractual arrangements will be recognized as ‘“foreign investment”
and how it may impact the viability of our current corporate structure and operations.

On March 15, 2019, the National People’s Congress of the PRC adopted the Foreign
Investment Law of the PRC (" #E AN RILFABE /N ETL)) (the “PRC Foreign Investment
Law” or “FIL”), which came into force on January 1, 2020. The PRC Foreign Investment Law
defines “foreign investment” as investment activity in China conducted directly or indirectly by
foreign investors in any of the following manners: (i) the foreign investor, by itself or together
with other investors, establishes a foreign-invested enterprise in China; (ii) the foreign investor
acquires shares, equities, asset tranches, or similar rights and interests in enterprises in China; (iii)
the foreign investor, by itself or together with other investors, invests and establishes a new project
in China; or (iv) the foreign investor invests through other approaches as stipulated by laws,
administrative regulations or otherwise regulated by the State Council. The PRC Foreign
Investment Law is silent on how to define and regulate VIEs, while adding a catch-all clause that
“other approaches as stipulated by laws, administrative regulations or otherwise regulated by the
State Council” can fall within the concept of “foreign investment,” which leaves uncertainty as to
whether a foreign investor’s control of PRC onshore VIEs via contractual arrangements will be
recognized as “foreign investment.” Pursuant to the PRC Foreign Investment Law, PRC
governmental authorities will regulate foreign investment by applying the principle of pre-entry
national treatment together with a “negative list,” which will be promulgated by or promulgated
with approval by the State Council. Foreign investors are prohibited from making any investments
in industries which are listed as “prohibited” in such negative list; and, after satisfying certain
additional requirements and conditions as set out in the “negative list,” are allowed to make
investments in the industries which are listed as “restricted” in such negative list. With respect to
any foreign investor that fails to comply with such negative list, the competent authorities are
entitled to ban its investment activities, require such investor to take measures to correct its
non-compliance, and impose other penalties.

The internet cultural activities, internet audio-visual program services, online live streaming
services, online game services and value-added telecommunications services that we conduct
through our Consolidated Affiliated Entities are subject to foreign investment restrictions or
prohibitions as set out in the Special Administrative Measures (Negative List) for the Access of
Foreign Investment (2020 Version) ({&Mpa 4% & A 45 Bl A FRAE 7 (B TS BE))  (20204F W) issued
by MOFCOM and the National Development and Reform Commission (the “NDRC”), which
became effective on July 23, 2020. It is unclear whether any new “negative list” to be issued under
the PRC Foreign Investment Law will be different from such existing list.

The PRC Foreign Investment Law leaves leeway for future laws, administrative regulations or
provisions of the State Council to provide for contractual arrangements as a form of foreign
investment. It is therefore uncertain whether our corporate structure will be seen as violating
foreign investment rules as we are currently using the Contractual Arrangements to operate certain
businesses in which foreign investors are currently prohibited or restricted from investing.
Furthermore, if future laws, administrative regulations or provisions of the State Council mandate
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further actions to be taken by companies with respect to our existing Contractual Arrangements,
we may face substantial uncertainties as to whether we can complete such actions in a timely
manner, or at all. If we fail to take appropriate and timely measures to comply with any of these or
similar regulatory compliance requirements, our current corporate structure, corporate governance
and business operations could be materially and adversely affected.

We rely on our Contractual Arrangements for our operations in China, which may not be as
effective in providing operational control as direct ownership. Our PRC Holdcos and/or their
Registered Shareholders may fail to perform their obligations under our Contractual
Arrangements, which may result in us resorting to litigation to enforce our rights, which may
be time-consuming, unpredictable, expensive and damaging to our operations and reputation.

Most of our revenues and cash flows are attributed to our Consolidated Affiliated Entities.
Due to PRC restrictions on and prohibitions of foreign ownership of certain businesses in China,
we operate our business in China through our Consolidated Affiliated Entities, in which we have
no ownership interest. We rely on our Contractual Arrangements with our PRC Holdcos and their
Registered Shareholders, including powers of attorney, to control and operate the businesses of our
Consolidated Affiliated Entities. These Contractual Arrangements are intended to provide us with
effective control over our Consolidated Affiliated Entities and allow us to obtain economic benefits
from them. See “History and Corporate Structure — Corporate Structure” and “Contractual
Arrangements” for more details about these Contractual Arrangements. In particular, our ability to
control the Consolidated Affiliated Entities is dependent on certain powers of attorney, pursuant to
which Beijing Dajia (our indirect wholly-owned subsidiary in China) is entitled to vote on all
matters requiring shareholder approval with respect to our PRC Holdcos.

Although we have been advised by our PRC Legal Advisor that each of the Contractual
Arrangements among Beijing Dajia, our PRC Holdcos and their Registered Shareholders, including
the powers of attorney, is legal, valid and binding under existing PRC laws and regulations, except
that the dispute resolution provisions of the Contractual Arrangements regarding the remedies that
may be awarded by the arbitration tribunal and the power of courts in Hong Kong and the Cayman
Islands to grant interim remedies in support of the arbitration may not be recognized or enforced
by PRC courts, these Contractual Arrangements may not be as effective in providing operational
control over our Consolidated Affiliated Entities and their subsidiaries as direct equity ownership.
Direct ownership would allow us, for example, to directly or indirectly exercise our rights as a
shareholder to effect changes in the boards of directors of our Consolidated Affiliated Entities,
which, in turn, could effect changes, subject to any applicable fiduciary obligations, at the
management level. However, under the Contractual Arrangements, as a legal matter, if our PRC
Holdcos or their Registered Shareholders fail to perform their respective obligations under the
Contractual Arrangements, we may have to incur substantial costs and expend significant resources
to enforce those arrangements and resort to litigation or arbitration and rely on legal remedies
under PRC laws and regulations, which may be time-consuming, unpredictable, expensive and
damaging to our operations and reputation. For example, if the shareholders of our PRC Holdcos
were to refuse to transfer their equity interests in our PRC Holdcos to us or our designee when we
exercise the call option pursuant to the Contractual Arrangements, or if they were otherwise to act
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in bad faith toward us, we might have to take legal action to compel them to perform their
respective contractual obligations. These Contractual Arrangements are governed by and
interpreted in accordance with PRC law, and disputes arising from the Contractual Arrangements
will be resolved through arbitration in China. However, the legal system in China, particularly as it
relates to arbitration proceedings, is different from legal systems in many other jurisdictions such
as the United States. There are very few precedents and little official guidance as to how
contractual arrangements in the context of consolidated affiliated entities should be interpreted or
enforced under PRC law. There remain significant uncertainties regarding the ultimate outcome of
arbitration, should legal action become necessary. These uncertainties could limit our ability to
enforce the Contractual Arrangements. In addition, arbitration awards are final and may only be
enforced in PRC courts through arbitration award recognition proceedings, which could cause
additional expenses and delays. In the event we are unable to enforce the Contractual
Arrangements or if we experience significant delays or other obstacles in the process of enforcing
the Contractual Arrangements, we may not be able to exert effective control over our Consolidated
Affiliated Entities and may lose control over the assets owned by our Consolidated Affiliated
Entities. As a result, we may be unable to consolidate the financial results of such entities in our
consolidated financial statements, our ability to conduct our business may be negatively affected,
and our operations could be severely disrupted, which could materially and adversely affect our
business, financial condition, results of operations and prospects.

As some of our Contractual Arrangements may not have fully detailed the parties’ rights and
obligations, our remedies for a breach of these arrangements may not be guaranteed.

Our current relationship with our Consolidated Affiliated Entities and their ultimate
shareholders is based on a number of contracts, and the Consolidated Affiliated Entities are
considered to be our VIEs for accounting purposes. Regardless of our internal control and contract
management processes, certain terms of the Contractual Arrangements may be statements of
general intent and may not have fully detailed the rights and obligations of the parties. Some of
these contracts contain price and payment terms that are subject to quarterly adjustments. These
provisions may be subject to different interpretations, particularly in relation to the details of the
services to be provided and the price and payment terms. It may be difficult for us to obtain
remedies or damages from these affiliated entities or their ultimate shareholders for breaching our
agreements. As we rely significantly on these companies for our business, the realization of any of
these risks may disrupt our operations or cause degradation in the quality and service provided on,
or a temporary or permanent shutdown of our platform.

We may not be able to conduct our operations without the services provided by certain of our
Consolidated Affiliated Entities.

Our operations are currently dependent upon our commercial relationships with our
Consolidated Affiliated Entities, and we derive most of our revenues from these companies. If our
PRC Holdcos are unwilling or unable to perform the agreements which we have entered into with
them, we may not be able to conduct our operations in the manner in which we currently do. In
addition, our PRC Holdcos may seek to renew these agreements on terms that are disadvantageous
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to us. Although we have entered into a series of agreements that provide us with substantial ability
to control these companies, we may not succeed in enforcing our rights under them. If we are
unable to renew these agreements on favorable terms, or to enter into similar agreements with
other parties, our business may not expand, and our operating expenses may increase.

We may lose the ability to use and enjoy assets held by our Consolidated Affiliated Entities
that are material to our business operations if our Consolidated Affiliated Entities declare
bankruptcy or become subject to a dissolution or liquidation proceeding.

Our Consolidated Affiliated Entities hold assets that are material to our business operations.
The Contractual Arrangements with our PRC Holdcos contain terms that specifically obligate their
Registered Shareholders to ensure the valid existence of our Consolidated Affiliated Entities and
that our Consolidated Affiliated Entities may not be voluntarily liquidated. However, should the
shareholders breach this obligation and voluntarily liquidate our Consolidated Affiliated Entities,
or should our Consolidated Affiliated Entities declare bankruptcy, all or part of their assets may
become subject to liens or rights of third-party creditors and we may be unable to continue some
or all of our business operations, which could materially and adversely affect our business,
financial condition, results of operations and prospects.

The Registered Shareholders of our PRC Holdcos may have conflicts of interest with us,
which may materially and adversely affect our business.

Our control over the Consolidated Affiliated Entities is based upon the Contractual
Arrangements with our PRC Holdcos and the Registered Shareholders. The Registered
Shareholders may potentially have conflicts of interest with us and breach their contracts or
undertaking if it would further their own interest or if they otherwise act in bad faith. We cannot
assure you, however, that when conflicts of interest arise, these individuals will act in the best
interests of our Company or that conflicts of interest will be resolved in our favor. In the event of
any such conflicts of interest, these individuals may breach or cause our PRC Holdcos to breach or
refuse to renew the Contractual Arrangements that allow us to effectively control and receive
economic benefits from our Consolidated Affiliated Entities. If we cannot resolve such conflict of
interest or dispute between us and such shareholders of our PRC Holdcos should it arise, we would
have to rely on legal proceedings, which could result in disruption of our business and subject us
to substantial uncertainty as to the outcome of any such legal proceedings. These uncertainties may
impede our ability to enforce the Contractual Arrangements with our PRC Holdcos and their
Registered Shareholders. If we are unable to resolve any such conflicts, or if we experience
significant delays or other obstacles as a result of such conflicts, our business and operations could
be severely disrupted, which could materially and adversely affect our results of operations and
damage our reputation.
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We conduct our business operations in China through the Consolidated Affiliated Entities by
way of the Contractual Arrangements. However, certain terms of the Contractual
Arrangements may not be enforceable under PRC laws and regulations.

All the agreements which constitute the Contractual Arrangements are governed by PRC laws
and regulations and provide for resolution of disputes through arbitration in China. Accordingly,
these agreements would be interpreted in accordance with PRC laws and regulations, and disputes
would be resolved in accordance with PRC legal procedures. The uncertainties as to the adoption
of evidence and precedent rulings in China’s legal system could limit our ability to enforce the
Contractual Arrangements. In the event that we are unable to enforce the Contractual
Arrangements, or if we suffer significant time delays or other obstacles in the process of enforcing
them, it would be very difficult to exert effective control over our Consolidated Affiliated Entities,
and our ability to conduct our business and our financial condition and results of operations may
be materially and adversely affected. The Contractual Arrangements contain provisions to the
effect that the arbitral body may award remedies over the shares and/or assets of Consolidated
Affiliated Entities, injunctive relief and/or winding up of Consolidated Affiliated Entities. These
agreements also contain provisions to the effect that courts of competent jurisdictions are
empowered to grant interim remedies in support of the arbitration pending the formation of an
arbitral tribunal. However, under PRC laws and regulations, these terms may not be enforceable.
Under PRC laws and regulations, an arbitral body does not have the power to grant injunctive
relief or to issue a provisional or final liquidation order for the purpose of protecting assets of or
equity interests in Consolidated Affiliated Entities in case of disputes. In addition, interim
remedies or enforcement orders granted by overseas courts such as courts in Hong Kong and the
Cayman Islands may not be recognizable or enforceable in China. PRC laws and regulations do not
allow the arbitral body to grant an award of transfer of assets of or equity interests in Consolidated
Affiliated Entities in favor of an aggrieved party. Therefore, in the event of breach of any
agreements constituting the Contractual Arrangements by PRC Holdcos and/or their respective
Registered Shareholders, and if we are unable to enforce the Contractual Arrangements, we may
not be able to exert effective control over the Consolidated Affiliated Entities, which could
negatively affect our ability to conduct our business.

The Contractual Arrangements between Beijing Dajia and our PRC Holdcos may be subject
to scrutiny by the PRC tax authorities and may subject our Group to increased income tax
due to the different income tax rates applicable to Beijing Dajia and our PRC Holdcos. A
finding that we owe additional taxes could negatively affect our financial condition and the
value of your investment.

Under the Contractual Arrangements, our PRC Holdcos are required to pay Beijing Dajia
relevant service fees. Beijing Dajia may adjust the service fee payable by our PRC Holdcos at its
sole discretion. Such service fee payments reduce our Consolidated Affiliated Entities’ taxable
income and correspondingly increase the taxable income of Beijing Dajia, which, combined with
the different income tax rates applicable to our Consolidated Affiliated Entities and Beijing Dajia,
have affected and may continue to affect our results of operations, particularly, our income tax
expenses and net profit on a consolidated basis.
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Additionally and pursuant to applicable PRC laws and regulations, arrangements and
transactions among related parties may be subject to audit or challenge by PRC tax authorities. We
may be subject to adverse tax consequences if the PRC tax authorities determine that the
Contractual Arrangements among Beijing Dajia, our PRC Holdcos and their Registered
Shareholders are not on an arm’s length basis and therefore constitute favorable transfer pricing.
As a result, the PRC tax authorities could require that our Consolidated Affiliated Entities adjust
their taxable income upward for PRC tax purposes. Such an adjustment could increase our
Consolidated Affiliated Entities’ tax expenses without reducing the tax expenses of Beijing Dajia,
subject our Consolidated Affiliated Entities to late payment fees and other penalties for
under-payment of taxes, and result in the loss of any preferential tax treatment Beijing Dajia may
have. As a result, our consolidated results of operations may be adversely affected.

If we exercise the option to acquire equity ownership and assets of our Consolidated
Affiliated Entities, the ownership or asset transfer may subject us to certain limitations and
substantial costs.

Pursuant to the Contractual Arrangements, Beijing Dajia (or its designee) has the exclusive
right to purchase all or any part of the equity interests in each of our Consolidated Affiliated
Entities from their shareholders at a purchase price equal to RMBI1, or at the lowest price
permitted by PRC law, for the optioned interests. In the event of such transfer, the lowest price
permitted by PRC law may be substantially higher than RMB1, or the competent tax authority may
require Beijing Dajia to pay enterprise income tax for ownership transfer income with reference to
the market value instead of the price as stipulated under the Contractual Arrangements, in which
case Beijing Dajia may be subject to a substantial amount of tax and our financial condition may
be materially and adversely affected.

A transfer of shares in some of our Consolidated Affiliated Entities may trigger tax liability.

If we need to cause the transfer of shareholdings in our Consolidated Affiliated Entities from
their current respective shareholders to any other individual, we may be required to pay individual
income tax in the PRC on behalf of the transferring shareholder. Such individual income tax would
be based on any gain deemed to have been realized by such shareholder on such transfer, and may
be calculated based on a tax rate of 20% applied to the transferring shareholder’s interest in net
book value of the entity whose shares are being transferred minus the original investment cost. A
significant tax obligation arising from any such transfer of shares could materially and adversely
affect our business and results of operations.
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RISKS RELATED TO DOING BUSINESS IN CHINA

Uncertainties or prolonged adversity in global or China’s economic, political and social
conditions or government policies could adversely affect our business and prospects.

We derive substantially all of our revenues from our operations in China. As a result, our
revenues and net income are impacted to a significant extent by economic, political and social
conditions in China and globally, as well as economic conditions specific to online and mobile
internet usage and advertising. China’s economic conditions are sensitive to global economic
conditions. The global financial markets have experienced significant disruptions since 2008 and
the United States, Europe and other economies have experienced periods of recession. The global
macroeconomic environment is facing new challenges and there is considerable uncertainty over
the long-term effects of the expansionary monetary and fiscal policies adopted by the central banks
and financial authorities of some of the world’s leading economies. Recent international trade
disputes, including tariff actions announced by the United States, the PRC and certain other
countries, and the uncertainties created by such disputes may cause disruptions in the international
flow of goods and services and may adversely affect the Chinese economy as well as global
markets and economic conditions. There have also been concerns about the economic effect of the
military conflicts and political turmoil or social instability in the Middle East, Europe, Africa and
other places. The global economy, markets and levels of consumer spending are influenced by
many factors beyond our control, including consumer perception of current and future economic
conditions, political uncertainty, levels of employment, inflation or deflation, real disposable
income, interest rates, taxation and currency exchange rates. Any severe or prolonged slowdown in
the global economy may adversely affect the Chinese economy which in turn may adversely affect
our business and operating results.

The rate of economic growth in the PRC has been experiencing a slowdown, primarily as a
result of the COVID-19 pandemic. In addition, any future escalation of the ongoing trade war
between the United States and China, regional or national instability, or ongoing impact of the
COVID-19 pandemic may negatively impact the growth in both the Chinese economy and the
global economy as a whole. Although the PRC government has implemented a number of measures
to address the slowdown, we cannot be certain that these measures will be successful. Any
continuing or worsening slowdown could significantly reduce domestic commerce in China,
including through the internet generally and within our ecosystem. An economic downturn,
whether actual or perceived, a further decrease in economic growth rates, or an otherwise
uncertain economic outlook in China or any other market in which we may operate could have a
material and adverse effect on our business, financial condition, results of operations and
prospects.

— 114 -



RISK FACTORS

The economy of China has, in certain aspects, been transitioning to a more market-oriented
economy. Although we believe that the economic reform and the macroeconomic measures adopted
by the PRC government have had a positive effect on the economic development of China, we
cannot predict the future direction of these economic reforms or the effects these measures may
have on our business, financial position or results of operations. In addition, the Chinese economy
differs from the economies of most countries belonging to the Organization for Economic
Co-operation and Development (the “OECD”). These differences include:

. economic structure;

. level of government involvement in the economys;
. level of development;

. level of capital reinvestment;

. control of foreign exchange;

o inflation rates;

. methods of allocating resources; and

. balance of payments position.

As a result of these differences, our business may not develop in the same way or at the same
rate as might be expected if the Chinese economy were similar to those of the OECD member
countries.

Regulation of information disseminated over the internet in China may adversely affect our
business and subject us to liability for information displayed on, retrieved from or linked to
our platform or website or distributed to our users.

The PRC government has adopted certain regulations governing internet access and the
distribution of news and other information over the internet. Under these regulations, internet
content providers and internet publishers are prohibited from posting or displaying over the
internet content that, among other things, violates PRC laws and regulations, impairs the national
dignity of China, or is obscene, superstitious, fraudulent or defamatory. Failure to comply with
these requirements could result in the revocation of ICP License and other required licenses and
the closure of the concerned websites. The website operator may also be held liable for such
prohibited information displayed on, retrieved from or linked to such website. In addition, the
MIIT has published regulations that subject website operators to potential liability for content
included on their websites and for the actions of users and others using their websites, including
liability for violations of PRC laws and regulations prohibiting the dissemination of content
deemed to be socially destabilizing. The Ministry of Public Security has the authority to order any
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local internet service provider, or ISP, to block any internet website maintained outside China in
accordance with the relevant PRC laws and regulations. The State Secrecy Bureau, which is
directly responsible for the protection of state secrets of the PRC government, is authorized to
block any website it deems to be leaking state secrets or failing to meet the relevant regulations
relating to the protection of state secrets in the dissemination of online information.

As these regulations are subject to interpretation by the relevant authorities and may change
over time, it may not be possible for us to determine in all cases the type of content that could
result in liability for us as a website operator. In addition, we may not be able to control or restrict
the content of other internet content providers linked to or accessible through our platform, or
content generated or placed on our platform by our users, despite our attempt to monitor such
content. To the extent that regulatory authorities find any portion of the content on our platform
objectionable, they may require us to limit or eliminate the dissemination of such information or
otherwise curtail the nature of such content on our platform, which may reduce our user traffic and
have a material and adverse effect on our financial condition and results of operations.

There are uncertainties associated with PRC laws and regulations on virtual assets, and
therefore it is not clear what liabilities, if any, we may have relating to the loss of virtual
assets by our users.

While participating on our platform, our users may acquire, purchase and accumulate certain
virtual assets, such as gifts or certain statuses and privileges. Such virtual assets can be important
to users and have monetary value and, in some cases, can be cashed to actual money. However,
virtual assets may become lost for various reasons, often through unauthorized use of the account
of one user by other users and occasionally through data loss caused by delays in network service,
network crashes or hacking activities. Currently, there are uncertainties associated with PRC laws
and regulations on virtual assets. As a result, uncertainties still exist as to who the legal owner of
virtual assets is, whether and how the ownership of virtual assets is protected by law, and whether
an operator of a platform such as ours would have any liability, whether in contract, tort or
otherwise, to users or other interested parties, for loss of such virtual assets. Some recent PRC
court judgments ordered certain online platform operators liable for losses of virtual assets by
platform users, and have ordered online platform operators to restore the lost virtual items to users
or pay damages and losses. In case of a loss of virtual assets, we may be sued by our users and
held liable for losses, which may negatively affect our reputation, business, financial condition,
results of operations and prospects. We have been involved in virtual items related lawsuits in the
past, and we cannot assure you that such lawsuits will not be brought against us again in the
future.
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Restrictions on virtual currency may result in us having to obtain additional approvals or
licenses or change our current business model and may adversely affect our revenues,
business and reputation.

We generate a small portion of our revenues from online games operation, which are
collected through the online sale of in-game currencies. In-game currencies are considered to be
“virtual currency” as such term is defined in the Notice on Strengthening the Administration of
Online Game Virtual Currency (B 0o 47 4% 4 8% e WA 2 TA/ER4EA1)) (the “Virtual
Currency Notice”), which was jointly issued by the MOC and MOFCOM on June 4, 2009. PRC
laws and regulations, including this notice, have provided various restrictions on virtual currency
and imposed various requirements and obligations on online game operators with respect to the
virtual currency used in their games. See “Regulatory Overview — Regulations Relating to Online
Games — Virtual Currency.” Although we believe that the Virtual Currency Notice does not apply
to our online games operation other than the online sale of in-game currencies, given the wide
discretion in enforcement given to relevant governmental authorities and uncertainties in the
regulatory environment, we cannot assure you that relevant governmental authorities will not in
the future interpret the Virtual Currency Notice in a different way and subject the operation of our
platform to the requirements of the Virtual Currency Notice or issue new rules to regulate virtual
currency in our online games operation other than the online sale of in-game currencies. We must
tailor our business model carefully in order to comply with the current PRC laws and regulations,
including the Virtual Currency Notice, in a manner that in many cases can be expected to result in
an adverse impact on our online games revenue.

Fluctuations in the value of the Renminbi and other currencies may have a material and
adverse impact on our results of operations and other comprehensive income or loss, as well
as the value of your investment.

In the Track Record Period, substantially all of our revenues and expenditures were
denominated in Renminbi, while the net proceeds from the Global Offering will be in Hong Kong
dollars. Fluctuations in the exchange rate between the Renminbi and the Hong Kong dollar will
affect the relative purchasing power in Renminbi terms of the proceeds from the Global Offering.
Fluctuations in the exchange rate may also cause us to incur foreign exchange losses and affect the
relative value of any dividend issued by our Consolidated Affiliated Entities. In addition,
appreciation or depreciation in the value of the Renminbi relative to the Hong Kong dollar or U.S.
dollar would affect our financial results in Hong Kong dollar or U.S. dollar terms without giving
effect to any underlying change in our business or results of operations. During the Track Record
Period, we recorded currency translation gains of RMB881.9 million and RMB3.9 billion in 2017
and the nine months ended September 30, 2020, respectively; and recognized currency translation
losses of RMB1.8 billion, RMB911.0 million and RMB1.3 billion in 2018, 2019 and the nine
months ended September 30, 2019, respectively, which were recognized as other comprehensive
income/(loss) in our consolidated statements of comprehensive loss.
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Market forces or PRC or Hong Kong or U.S. government policy may adversely impact the
exchange rate between the Renminbi, Hong Kong dollar and the U.S. dollar in the future.
Movements in Renminbi exchange rates are affected by, among other things, changes in political
and economic conditions and China’s foreign exchange regime and policy. The Renminbi has been
unpegged from the U.S. dollar since July 2005 and, although the measures adopted by People’s
Bank of China in the foreign exchange market may impact Renminbi exchange rate, the Renminbi
may appreciate or depreciate significantly in value against the U.S. dollar in the medium to
long-term. Moreover, it is possible that the PRC authorities may lift restrictions on fluctuations in
Renminbi exchange rates and lessen intervention in the foreign exchange market in the future.

There remains significant international pressure on the PRC government to adopt a flexible
currency policy to allow the Renminbi to appreciate against the U.S. dollar. Significant revaluation
of the Renminbi may have a material and adverse effect on your investment. Substantially all of
our revenues and costs are denominated in Renminbi and any significant revaluation of Renminbi
may materially and adversely affect our revenues, earnings and financial position, and the value of,
and any dividends payable on, our Shares in Hong Kong dollars. To the extent that we need to
convert Hong Kong dollars into Renminbi for capital expenditures and working capital and other
business purposes, appreciation of the Renminbi against the Hong Kong dollar would have an
adverse effect on the Renminbi amount we would receive from the conversion. Conversely, a
significant depreciation of the Renminbi against the Hong Kong dollar may significantly reduce
the Hong Kong dollar equivalent of our earnings, which in turn could adversely affect the price of
our Class B Shares, and if we decide to convert Renminbi into Hong Kong dollars for the purpose
of making payments for dividends on our Shares, strategic acquisitions or investments or other
business purposes, appreciation of the Hong Kong dollar against the Renminbi would have a
negative effect on the Hong Kong dollar amount available to us.

There are limited hedging instruments available in China to reduce our exposure to exchange
rate fluctuations between the Renminbi and other currencies. The cost of such hedging instruments
may fluctuate significantly over time and can outweigh the potential benefit from the reduced
currency volatility. To date, we have not entered into any hedging transactions in an effort to
reduce our exposure to foreign currency exchange risks. In any event, the availability and
effectiveness of these hedges may be limited and we may not be able to hedge our exposure
successfully, or at all.

Restrictions on the remittance of Renminbi into and out of the PRC and governmental
control of currency conversion may limit our ability to utilize our revenues effectively and
effect foreign exchange transactions, including our ability to pay dividends and perform other
obligations, and may affect the value of your investment.

Currently, the Renminbi cannot be freely converted into any foreign currency, and conversion
and remittance of foreign currencies are subject to PRC foreign exchange regulations. It cannot be
guaranteed that under a certain exchange rate, we will have sufficient foreign exchange to meet
our foreign exchange requirements. Under the current PRC foreign exchange control system,
foreign exchange transactions under the current account conducted by us, including the payment of
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dividends, do not require advance approval from the SAFE, but we are required to present
documentary evidence of such transactions and conduct such transactions at designated foreign
exchange banks within China that have the licenses to carry out foreign exchange business.
Foreign exchange transactions under the capital account conducted by us, however, must be
approved in advance by the SAFE.

Under existing foreign exchange regulations, following the completion of the Global
Offering, we will be able to pay dividends in foreign currencies without prior approval from the
SAFE by complying with certain procedural requirements. However, there is no assurance that
these foreign exchange policies regarding payment of dividends in foreign currencies will continue
in the future. In addition, any insufficiency of foreign exchange may restrict our ability to obtain
sufficient foreign exchange for dividend payments to shareholders or to satisfy any other foreign
exchange requirements. If we fail to obtain approval from the SAFE to convert Renminbi into any
foreign exchange for any of the above purposes, our capital expenditure plans, and even our
business, operating results and financial condition, may be materially and adversely affected.

PRC regulation of loans to and direct investments in PRC entities by offshore holding
companies and governmental control of currency conversion may delay or prevent us from
using the proceeds of the Global Offering to make loans or additional capital contributions to
Beijing Dajia and/or our Consolidated Affiliated Entities.

Any funds we transfer to Beijing Dajia, either as a shareholder loan or as an increase in
registered capital, are subject to approval by or registration with relevant governmental authorities
in China. According to the relevant PRC regulations on foreign-invested enterprises in China, the
information of capital contributions to Beijing Dajia should be reported to the MOFCOM or its
local branches and filed with other governmental authorities in China. Additionally, any foreign
loan procured by Beijing Dajia is required to be registered with the SAFE or its local branches,
and Beijing Dajia may not procure loans which exceed the difference between its registered capital
and its total investment amount as approved by the MOFCOM or its local branches. Any medium
or long-term loan to be provided by us to our Consolidated Affiliated Entities for a term of over
one year must be approved by the NDRC and the SAFE or its local branches. We may not obtain
these governmental approvals or complete such registrations on a timely basis, if at all, with
respect to future capital contributions or foreign loans by us to our Consolidated Affiliated
Entities. If we fail to receive such approvals or complete such registrations, our ability to use the
proceeds of the Global Offering and to capitalize our PRC operations may be negatively affected,
which could adversely affect Beijing Dajia’s liquidity and our ability to fund and expand our
business.

On March 30, 2015, the SAFE issued the Circular on Performing the Administration
Approach regarding the Foreign Exchange Capital Settlement of Foreign-Invested Enterprises
(“SAFE Circular 19”). SAFE Circular 19 allows foreign-invested enterprises in China to convert
foreign currencies into Renminbi in order to pay their registered capital and make equity
investments in Renminbi. However, it still prohibits foreign-invested enterprises from making
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security market investments, offering entrustment loans and purchasing any investment properties,
unless otherwise permitted by other relevant PRC laws and regulations. As a result, SAFE Circular
19 may restrict our ability to convert, transfer and use the net proceeds from the Global Offering.

Complexity, uncertainties and changes with respect to the PRC legal system, in particular
those in relation to the internet industry and companies, could adversely affect us.

The PRC government extensively regulates the internet industry, including foreign ownership
of, and the licensing and permit requirements pertaining to, companies in the internet industry.
These internet industry-related laws and regulations are relatively new and evolving, and their
interpretation and enforcement involve uncertainties and are subject to changes. As a result, in
certain circumstances it may be difficult to determine what actions or omissions may be deemed to
be in violation of applicable laws and regulations.

Uncertainties in the interpretation and enforcement of PRC laws and regulations could limit
the legal protections available to you and us.

Substantially all of our business is conducted in China and is governed by PRC laws and
regulations. Beijing Dajia and our Consolidated Affiliated Entities are located in China and subject
to PRC laws and regulations. The PRC legal system is a civil law system based on written statutes,
and prior court decisions have little precedential value and can only be used as a reference.
Additionally, PRC written statutes are often principle-oriented and require detailed interpretations
by relevant enforcement bodies to further apply and enforce such laws and regulations. Since
1979, the PRC legislature has promulgated laws and regulations in relation to economic matters
such as foreign investment, corporate organization and governance, commercial transactions,
taxation and trade, with a view to developing a comprehensive system of commercial law,
including laws relating to online game development and operation. However, due to the fact that
these laws and regulations have not been fully developed, and because of the limited volume of
published cases, interpretation of PRC laws and regulations involves a degree, sometimes a
significant degree, of uncertainty. Depending on the government agency or how or by whom an
application or case is presented to such agency, we may receive less favorable interpretation of
laws and regulations than our competitors. In addition, any litigation in China may be protracted
and result in substantial costs and diversion of resources and management attention. All these
uncertainties may limit the legal protections available to foreign investors, including you.

The M&A Rules and certain other PRC regulations establish complex procedures for certain
acquisitions of Chinese companies by foreign investors, which could make it more difficult
for us to pursue growth opportunities through acquisitions in China.

On August 8, 2006, six PRC regulatory authorities, including the MOFCOM and other
government authorities jointly issued the Rules on Mergers and Acquisitions of Domestic

Enterprise by Foreign Investors ( (B i &1 B4 & & IF 5 N A 26 R BLAE ) ) which was effective as
of September 8, 2006 and amended on June 22, 2009 (the “M&A Rules”). The M&A Rules and
other regulations and rules concerning mergers and acquisitions established procedures and
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requirements that could make merger and acquisition activities by foreign investors time
consuming and complex. For example, the M&A Rules requires that MOFCOM be notified in
advance of any change-of control transaction in which a foreign investor takes control of a PRC
domestic enterprise, if (i) any important industry is concerned, (ii) such transaction involves
factors that have or may have impact on the national economic security, or (iii) such transaction
will lead to a change in control of a domestic enterprise which bolds a famous trademark or PRC
time-honored brand. Moreover, the Anti-Monopoly Law promulgated by the SCNPC on August 30,
2007 and effective as of August 1, 2008 requires transactions which are deemed concentrations and
involve parties with specified turnover thresholds (i.e., during the previous fiscal year, (i) the total
global turnover of all operators participating in the transaction exceeds RMB10 billion and at least
two of these operators each had a turnover of more than RMB400 million within China, or (ii) the
total turnover within China of all the operators participating in the concentration exceeded RMB2
billion, and at least two of these operators each had a turnover of more than RMB400 million
within China) must be notified and cleared by MOFCOM before they can be completed. In
addition, on February 3, 2011, the General Office of the State Council promulgated a Notice on
Establishing the Security Review System for Mergers and Acquisitions of Domestic Enterprises by
Foreign Investors (“Circular No. 6”), which officially established a security review system for
mergers and acquisitions of domestic enterprises by foreign investors. Under Circular No. 6, a
security review is required for mergers and acquisitions by foreign investors having “national
defense and security” concerns, and mergers and acquisitions by which foreign investors may
acquire the “de facto control” of domestic enterprises with “national security” concerns. In August
2011, MOFCOM promulgated the Rules on Implementation of Security Review System
(“MOFCOM Security Review Rules”), to replace the Interim Provisions of the Ministry of
Commerce on Matters Relating to the Implementation of the Security Review System for Mergers
and Acquisitions of Domestic Enterprises by Foreign Investors promulgated by MOFCOM
effective from March 2011 and expired by the end of August 2011, for implementing Circular No.
6. The MOFCOM Security Review Rules, which became effective on September 1, 2011, explicitly
provide that MOFCOM will look into the substance and actual impact of the transaction and
further prohibit foreign investors from bypassing the security review requirement by structuring
transactions through proxies, trusts, indirect investments, leases, loans, and obtaining control
through contractual arrangements or offshore transactions.

In the future, we may grow our business by acquiring complementary businesses. Complying
with the requirements of the above-mentioned regulations and other relevant rules to complete
such transactions could be time consuming, and any required approval processes, including
obtaining approval from the MOFCOM or its local counterparts, may delay or inhibit our ability to
complete such transactions. It is unclear whether our business would be deemed to be in an
industry that raises “national defense and security” or “national security” concerns. However, the
MOFCOM or other government agencies may publish explanations in the future determining that
our business is in an industry subject to the security review, in which case our future acquisitions
in the PRC, including those by way of entering into contractual control arrangements with target
entities, may be closely scrutinized or prohibited. Our ability to expand our business or maintain
or expand our market share through future acquisitions would as such be materially and adversely
affected.
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Discontinuation of preferential tax treatments we currently enjoy or other unfavorable
changes in tax law could result in additional costs.

Operating in the high-technology industry, Beijing Dajia, our WFOE, enjoys various types of
preferential tax treatment according to relevant PRC tax laws. Beijing Dajia may, if it meets the
relevant requirements, qualify for certain preferential tax treatment.

Beijing Dajia, became accredited as a high and new technology enterprise which enabled it to
enjoy a preferential tax rate of 15% commencing from 2017. The high and new technology
enterprise qualification is re-assessed by the relevant authorities every three years. In addition,

>

Beijing Dajia was granted as “software enterprise,” which entitled it to an income tax exemption
for two years beginning with its first profitable year and a 50% reduction to a rate of 12.5% for
the subsequent three years from 2017. In 2020, Beijing Dajia was also qualified as “key national
software enterprise” which entitled it to a further reduced preferential income tax rate of 10%
starting from 2019, subject to annual assessment by relevant authorities. See “Financial
Information — Taxation — PRC.” In 2017, 2018 and 2019 and the nine months ended September
30, 2019 and 2020, effects of preferential income tax benefits to Beijing Dajia were RMB45.1
million, RMB17.5 million, RMB113.9 million, RMB175.9 million and negative RMB973.6
million, respectively. Further, according to the relevant laws and regulations, Beijing Dajia is
entitled to claim 175% of its research and development expenses as Super Deduction from January
1, 2018 as it engages in research and development activities. Before January 1, 2018, Beijing Dajia
was entitled to claim 150% of its research and development as Super Deduction. In 2017, 2018
and 2019 and the nine months ended September 30, 2019 and 2020, we recorded income tax
credits of RMB5.8 million, RMB11.8 million, RMB85.5 million, RMB60.0 million and RMB62.9
million, respectively, for Super Deduction of research and development expenses. See Note 13 to
the Accountant’s Report set forth in Appendix I to this prospectus.

If Beijing Dajia fails to maintain its qualifications under the relevant PRC laws and
regulations, its applicable enterprise income tax rates may increase to up to 25% or it may not be
able to claim tax deductible expense, any of which could cause our income tax expenses to
increase and have a material adverse effect on our results of operations. See “Risk Factors — Our
business currently benefits from certain PRC government incentives. Failure to obtain government
grants or preferential tax treatments that may be available to us, or the discontinuation, reduction
or delay of any of the government grants or preferential tax treatments currently enjoyed by us in
the future could materially and adversely affect our business, financial condition, results of
operations and prospects.”

Under the PRC enterprise income tax law, we may be deemed a PRC ‘“resident enterprise,”
which could result in unfavorable tax consequences to us and our Shareholders and have a
material and adverse effect on our results of operations and the value of your investment.

Under the PRC enterprise income tax law that became effective on January 1, 2008, an

enterprise established outside the PRC with “de facto management bodies” within the PRC is
considered a “resident enterprise” for PRC enterprise income tax purposes and is generally subject
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to a uniform EIT tax rate of 25% on its worldwide income. On April 22, 2009, the SAT issued the
Notice Regarding the Determination of Chinese-Controlled Offshore Incorporated Enterprises as
People’s Republic of China Tax Resident Enterprises on the Basis of De Facto Management
Bodies (CBASANE M o 228 A AR 05 B P A BB A M 5 e RS BRI ) ) (the
“Circular 82”), which sets out certain specific criteria for determining whether the “de facto management
body” of a PRC-controlled enterprise that is incorporated offshore is located in China. Further to the
Circular 82, on July 27, 2011, the SAT issued the Administrative Measures of Enterprise Income Tax of
Chinese-Controlled Offshore Incorporated Resident Enterprises (Trial) (“SAT Bulletin 45”), which
became effective on September 1, 2011, to provide more guidance on the implementation of the Circular
82. According to the Circular 82, an offshore-incorporated enterprise controlled by a PRC enterprise or a
PRC enterprise group will be considered a PRC tax resident enterprise by virtue of having its “de facto
management body” in China and will be subject to PRC enterprise income tax on its worldwide income
only if all of the following conditions are met: (a) the senior management and core management
departments in charge of its daily operations function have their presence mainly in the PRC; (b) its
financial and human resources decisions are subject to determination or approval by persons or bodies in
the PRC; (c) its major assets, accounting books, company seals, and minutes and files of its board and
shareholders’ meetings are located or kept in the PRC; and (d) not less than half of the enterprise’s
directors or senior management with voting rights habitually reside in the PRC. SAT Bulletin 45 provides
further rules on residence status determination, post-determination administration as well as competent tax
authorities procedures.

Although the Circular 82 and SAT Bulletin 45 apply only to offshore-incorporated enterprises
controlled by PRC enterprises or PRC enterprise groups and not those controlled by PRC
individuals or foreigners, our PRC Legal Advisor has advised us that the determination criteria set
out therein may reflect the SAT’s general position on how the term “de facto management body”
could be applied in determining the tax resident status of offshore enterprises regardless of
whether they are controlled by PRC enterprises, individuals or foreigners. We do not meet all of
the conditions set out in the Circular 82. Therefore, we believe that we should not be treated as a
“resident enterprise” for PRC tax purposes even if the standards for “de facto management body”
prescribed in the Circular 82 applied to us. For example, our minutes and files of the resolutions
of our Board of Directors and the resolutions of our Shareholders are maintained outside the PRC.
However, the PRC tax authorities may take a different view. If the PRC tax authorities determine
that our Cayman Islands holding company or any Hong Kong or BVI subsidiary is a PRC resident
enterprise for PRC enterprise income tax purposes, its worldwide income could be subject to PRC
tax at a rate of 25%, which could reduce our net income. In addition, we will also be subject to
PRC enterprise income tax reporting obligations. Although dividends paid by one PRC tax resident
to another PRC tax resident should qualify as “tax-exempt income” under the enterprise income
tax law, dividends paid by our PRC subsidiary to us or any of our Hong Kong or BVI subsidiaries
could be subject to a 10% withholding tax if we or any of our Hong Kong or BVI subsidiaries
were treated as a PRC resident enterprise. The PRC foreign exchange control authorities, which
enforce the withholding tax on dividends, and the PRC tax authorities have not yet issued guidance
with respect to the processing of outbound remittances to entities that are treated as resident
enterprises for PRC enterprise income tax purposes.
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If we are treated as a resident enterprise, non-PRC resident holders of Shares may also be
subject to PRC withholding tax on dividends paid by us and PRC tax on gains realized on the sale
or other disposition of Shares, if such income is sourced from within the PRC. The tax would be
imposed at the rate of 10% in the case of non-PRC resident enterprise holders and 20% in the case
of non-PRC resident individual holders. In the case of dividends, we would be required to
withhold the tax at source. Any PRC tax liability may be reduced under applicable tax treaties or
similar arrangements, but it is unclear whether our non-PRC shareholders would be able to claim
the benefits of any tax treaties between their country of tax residence and the PRC in the event
that we are treated as a PRC resident enterprise. Although our holding company is incorporated in
the Cayman Islands, it remains unclear whether dividends received and gains realized by our
non-PRC resident holders of Shares will be regarded as income from sources within the PRC if we
are classified as a PRC resident enterprise. Any such tax will reduce the returns on your
investment in our Class B Shares.

We are subject to consumer protection laws and regulations that could require us to modify
our current business practices and incur increased costs.

Our e-commerce business is subject to numerous PRC laws and regulations that regulate
retailers generally or govern online retailers specifically, such as the Law on Protection of
Consumers’ Rights and Interests of the PRC ({H#HE A &I 4 2 4 4 45 P58 )) (the “PRC
Consumer Protection Law”). If these regulations were to change or if we or our suppliers were to
violate them, the costs of certain products or services could increase, or we could be subject to
fines or penalties or suffer reputational harm, which could reduce demand for the products or
services offered on our e-commerce platform and hurt our business and results of operations. For
example, the amended PRC Consumer Protection Law, which became effective in March 2014,
strengthens the protection of consumers and imposes more stringent requirements and obligations
on business operators, with a particular focus on businesses that operate via the internet. Pursuant
to the PRC Consumer Protection Law, consumers are generally entitled to return goods purchased
within seven days upon receipt without giving any reasons if the purchases are made through the
internet. Consumers whose interests have been harmed due to their purchase of goods or
acceptance of services on e-commerce platforms may claim damages from sellers or service
providers. Laws and regulations regarding consumer protection, particularly those involving
transactions conducted over the internet, frequently change and are subject to interpretation. We
are therefore unable to predict the ultimate cost of compliance with the relevant laws or
regulations 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.
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Our business currently benefits from certain PRC government incentives. Failure to obtain
government grants or preferential tax treatments that may be available to us, or the
discontinuation, reduction or delay of any of the government grants or preferential tax
treatments currently enjoyed by us in the future could materially and adversely affect our
business, financial condition, results of operations and prospects.

During the Track Record Period, we received various government grants from local
government authorities, including government grants and certain VAT subsidies, to reward our
support for the development of local economies. Such government grants and VAT subsidies
amounted to RMB19.3 million, RMB107.6 million, RMB292.6 million and RMB396.2 million in
2017, 2018, 2019 and the nine months ended September 30, 2020, respectively. During the Track
Record Period, we also received certain preferential tax treatment. Nevertheless, such government
grants and preferential tax treatment are non-recurring in nature, and the governmental authorities
may decide to reduce or cancel such government grants or preferential tax treatment at any time.
The discontinuation, reduction or delay of these government grants or preferential tax treatment
could adversely affect our business, financial condition, results of operations and prospects. In
addition, we may not be able to successfully or timely obtain the government grants or preferential
tax treatment that may become available to us in the future, and such failure could adversely affect
our business, financial condition, results of operations and prospects.

There are uncertainties with respect to indirect transfers of PRC taxable properties outside a
public stock exchange.

We face uncertainties regarding the reporting and consequences of private equity financing
transactions, private share transfers, and share exchanges involving the transfer of shares in our
Company by non-resident investors. According to the Bulletin on Issues of Enterprise Income Tax
on Indirect Transfers of Assets by Non-PRC Resident Enterprises (B~ FE Ja B b 3 ] 422 i G 1t
A ZEPT S FLE T HEM A H)), issued by the SAT on February 3, 2015 (“Bulletin 7”), an “indirect
transfer” of assets of a PRC resident enterprise, including a transfer of equity interests in a
non-PRC holding company of a PRC resident enterprise, by non-PRC resident enterprises
(“Indirect Transfer”), may be re-characterized and treated as a direct transfer of PRC taxable
properties, if such transaction lacks reasonable commercial purpose and was undertaken for the
purpose of reducing, avoiding or deferring PRC enterprise income tax. As a result, gains derived
from such Indirect Transfer may be subject to PRC enterprise income tax, and tax filing or
withholding obligations may be triggered, depending on the nature of the PRC taxable properties
being transferred. According to Bulletin 7, “PRC taxable properties” include assets of a PRC
establishment or place of business, real properties in the PRC, and equity investments in PRC
resident enterprises, in respect of which gains from their transfer by a direct holder, being a
non-PRC resident enterprise, would be subject to PRC enterprise income tax. When determining if
there is a “reasonable commercial purpose” for the transaction arrangement, features to be taken
into consideration include: whether the main value of the equity interest of the relevant offshore
enterprise derives from PRC taxable properties; whether the assets of the relevant offshore
enterprise mainly consist of direct or indirect investment in China or if its income mainly derives
from China; whether the offshore enterprise and its subsidiaries directly or indirectly holding PRC
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taxable properties have a real commercial nature which is evidenced by their actual function and
risk exposure; the duration of existence of the business model and organizational structure; the
replicability of the transaction by direct transfer of PRC taxable properties; and the tax situation of
such Indirect Transfer outside China and its applicable tax treaties or similar arrangements. In
respect of an indirect offshore transfer of assets of a PRC establishment or place of business of a
foreign enterprise, the resulting gain is to be included with the annual enterprise filing of the PRC
establishment or place of business being transferred, and would consequently be subject to PRC
enterprise income tax at a rate of 25%. Where the underlying transfer relates to PRC real
properties or to equity investments in a PRC resident enterprise, which are not related to a PRC
establishment or place of business of a non-resident enterprise, a PRC enterprise income tax of
10% would apply, subject to available preferential tax treatment under applicable tax treaties or
similar arrangements, and the party who is obligated to make the transfer payments has the
withholding obligation. Where the payer fails to withhold any or sufficient tax, the transferor shall
declare and pay such tax to the competent tax authority by itself within the statutory time limit.
Late payment of applicable tax will subject the transferor to default interest.

Currently, Bulletin 7 does not apply to the sale of shares by investors through a public stock
exchange where such shares were acquired in a transaction on a public stock exchange. The PRC
tax authorities could, at their discretion, adjust any capital gains and impose tax return filing and
withholding or tax payment obligations and associated penalties with respect to any internal
restructuring, and our PRC subsidiary may be requested to assist in the filing. Any PRC tax
imposed on a transfer of our Shares not through a public stock exchange, or any adjustment of
such gains would cause us to incur additional costs and may have a negative impact on the value
of your investment in our Company.

We may rely on dividends paid by our WFOE to fund cash and financing requirements and
our Consolidated Affiliated Entities are subject to restrictions on paying dividends or making
other payments to us, which may restrict our ability to satisfy our liquidity requirements.

We are a holding company, and we may rely on dividends to be paid to us by our WFOE,
Beijing Dajia, for our cash and financing requirements, including the funds necessary to pay
dividends and other cash distributions to the holders of our Shares and to service any debt we may
incur. If Beijing Dajia incurs debt on its own behalf in the future, the instruments governing the
debt may restrict its ability to pay dividends or make other distributions to us. Under PRC laws
and regulations, a wholly foreign-owned enterprise in China, such as Beijing Dajia, may pay
dividends only out of its accumulated profits as determined in accordance with PRC accounting
standards and regulations. In addition, a wholly foreign-owned enterprise is required to set aside at
least 10% of its after-tax profits each year, after making up previous years’ accumulated losses, if
any, to fund certain statutory reserve funds, until the aggregate amount of such fund reaches 50%
of its registered capital. At the discretion of the board of directors of the wholly foreign-owned
enterprise, it may allocate a portion of its after-tax profits based on PRC accounting standards to
staff welfare and bonus funds. These reserve funds and staff welfare and bonus funds are not
distributable as cash dividends. Any limitation on the ability of Beijing Dajia to pay dividends or
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make other distributions to us could materially and adversely limit our ability to grow, make
investments or acquisitions that could be beneficial to our business, pay dividends, or otherwise
fund and conduct our business.

Furthermore, the ability of Beijing Dajia to pay dividends in turn depends on service fees
paid by our Consolidated Affiliated Entities pursuant to the Contractual Arrangements. Each of our
Consolidated Affiliated Entities is required to set aside at least 10% of its accumulated profits each
year, if any, to fund certain reserve funds until the total amount set aside reaches 50% of its
registered capital. As of September 30, 2020, we had made appropriations of such statutory
reserves. Although Beijing Dajia, our Consolidated Affiliated Entities and their subsidiaries have
no plan to pay any dividends in the foreseeable future, if they incur debt on their own behalf in the
future, the instruments governing such debt may restrict their ability to pay dividends or make
other payments to us, which may restrict our ability to satisfy our liquidity requirements.

In addition, the PRC enterprise income tax law and its implementation rules provide that a
withholding tax rate of 10% will be applicable to dividends payable by PRC companies to
non-PRC-resident enterprises unless otherwise exempted or reduced according to treaties or
arrangements between the PRC and governments of other jurisdictions in which the
non-PRC-resident enterprises are incorporated. As of September 30, 2020, Beijing Dajia and our
Consolidated Affiliated Entities (including their subsidiaries) had not paid any dividends and had
no plan to pay any dividends in the foreseeable future.

It may be difficult to effect service of process upon us or our Directors or executive officers
who reside in China or to enforce against them in China any judgments obtained from
non-PRC courts.

All of our executive Directors and executive officers reside within China, and substantially
all of our assets are located within China. Therefore, it may be difficult for investors to effect
service of process upon us or our executive Directors and officers inside China or to enforce
against us or them in China any judgments obtained from non-PRC courts. China does not have
treaties providing for the reciprocal recognition and enforcement of judgments of courts of the
Cayman Islands and many other countries and regions. Therefore, recognition and enforcement in
China of judgments of a court in any of these non-PRC jurisdictions in relation to any matter not
subject to a binding arbitration provision may be difficult or impossible.

The heightened scrutiny over acquisition transactions by the PRC tax authorities may have a
negative impact on our business operations, our acquisition or restructuring strategy or the
value of your investment in us.

Pursuant to the Notice on Strengthening the Administration on Enterprise Income Tax for
Non-Resident Enterprise Equity Transfer (the “SAT Circular 698”) issued by the SAT in
December 2009 with retroactive effect from January 1, 2008, where a non-resident enterprise
transfers the equity interests of a PRC resident enterprise indirectly by disposition of the equity
interests of an overseas non-public holding company, and such overseas holding company is
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located in a tax jurisdiction that (i) has an effective tax rate of less than 12.5% or (ii) does not
impose income tax on foreign income of its residents, the non-resident enterprise, being the
transferor, must report such Indirect Transfer to the competent tax authority of the PRC resident
enterprise. Using a “substance over form” principle, the PRC tax authority may disregard the
existence of the overseas holding company if it lacks a reasonable commercial purpose and was
established for the purpose of reducing, avoiding or deferring PRC tax. As a result, gains derived
from such Indirect Transfer may be subject to PRC withholding tax at a rate of up to 10%. SAT
Circular 698 also provides that, where a non-PRC resident enterprise transfers its equity interests
in a PRC resident enterprise to its related parties at a price lower than the fair market value, the
relevant tax authority has the power to make a reasonable adjustment to the taxable income of the
transaction.

On February 3, 2015, the SAT issued the Bulletin 7. Bulletin 7 supersedes the rules with
respect to the Indirect Transfer under SAT Circular 698, but does not touch upon the other
provisions of SAT Circular 698, which remain in force. Bulletin 7 has introduced a new tax regime
that is significantly different from the previous one under SAT Circular 698. Bulletin 7 extends its
tax jurisdiction to not only Indirect Transfers set out under SAT Circular 698 but also transactions
involving transfer of other taxable assets through offshore transfer of a foreign intermediate
holding company. In addition, Bulletin 7 provides clearer criteria than SAT Circular 698 for
assessment of reasonable commercial purposes and has introduced safe harbors for internal group
restructurings and the purchase and sale of equity through a public securities market. Bulletin 7
also brings challenges to both foreign transferor and transferee (or other person who is obligated to
pay for the transfer) of taxable assets. Where a non-resident enterprise transfers taxable assets
indirectly by disposing of the equity interests of an overseas holding company, which is an Indirect
Transfer, the non-resident enterprise as either transferor or transferee, or the PRC entity that
directly owns the taxable assets, may report such Indirect Transfer to the relevant tax authority.
Using a “substance over form” principle, the PRC tax authority may disregard the existence of the
overseas holding company if it lacks a reasonable commercial purpose and was established for the
purpose of reducing, avoiding or deferring PRC tax. As a result, gains derived from such Indirect
Transfer may be subject to PRC enterprise income tax, and the transferee or other person who is
obligated to pay for the transfer is obligated to withhold the applicable taxes, currently at a rate of
10%, for the transfer of equity interests in a PRC resident enterprise. Both the transferor and the
transferee may be subject to penalties under PRC tax laws and regulations if the transferee fails to
withhold the taxes and the transferor fails to pay the taxes.

On October 17, 2017, SAT issued the Announcement on Issues Concerning the Withholding
of Enterprise Income Tax at Source on Non-PRC Resident Enterprises (B I & R A ZE 15 BLR
RN B ER /A )) (the “Bulletin 377), which, among others, repeals the SAT Circular 698
on December 1, 2017. Bulletin 37 further details and clarifies the tax withholding methods in
respect of income of non-resident enterprises under SAT Circular 698, and certain rules stipulated
in Bulletin 7 are replaced by Bulletin 37. Where the non-resident enterprise fails to declare the tax
payable pursuant to Article 39 of the Enterprise Income Tax, the tax authority may order it to pay
the tax due within required time limits, and the non-resident enterprise shall declare and pay the
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tax payable within such time limits specified by the tax authority; however, if the non-resident
enterprise voluntarily declares and pays the tax payable before the tax authority orders it to do so
within required time limits, it shall be deemed that such enterprise has paid the tax in time.

There are uncertainties as to the application of Bulletin 7 and Bulletin 37. For example, while
the term “Indirect Transfer” is not clearly defined, it is understood that the relevant PRC tax
authorities have jurisdiction regarding requests for information over a wide range of foreign
entities having no direct contact with China. Moreover, the relevant authority has not yet
promulgated any formal provisions or made any formal declaration as to the process and format
for reporting an Indirect Transfer to the competent tax authority of the relevant PRC resident
enterprise. In addition, there are no formal declarations with regard to how to determine whether a
foreign investor has adopted an abusive arrangement in order to reduce, avoid or defer PRC tax.
Bulletin 7 and Bulletin 37 may be determined by the tax authorities to be applicable to previous
investments by non-resident investors in our Company, if any, if such transactions were determined
by the tax authorities to lack reasonable commercial purpose. As a result, we and our existing
non-resident investors may become at risk of being taxed under Bulletin 7 and Bulletin 37 and
may be required to expend valuable resources to comply with Bulletin 7 and Bulletin 37 or to
establish that we should not be taxed under Bulletin 7 and Bulletin 37, which may have a material
and adverse effect on our financial condition and results of operations or such non-resident
investors’ investments in us. We have conducted and may conduct acquisitions involving changes
in corporate structures, and historically our shares were transferred by certain then shareholders to
our current shareholders. We cannot assure you that the PRC tax authorities will not, at their
discretion, adjust any capital gains and impose tax return filing obligations on us or require us to
provide assistance for the investigation of PRC tax authorities with respect thereto. Any PRC tax
imposed on a transfer of our Shares or any adjustment of such gains would cause us to incur
additional costs and may have a negative impact on the value of your investment in us.

PRC regulations relating to offshore investment activities by PRC residents may limit our
Consolidated Affiliated Entities’ ability to increase their registered capital or distribute
profits to us and our ability to reinvest in our Consolidated Affiliated Entities and may
otherwise expose us to liability and penalties under PRC law.

In July 2014, the SAFE promulgated the Circular Concerning Relevant Issues on the Foreign
Exchange Administration of Offshore Investing and Financing and Round-Trip Investing by
Domestic Residents through Special Purpose Vehicles (B 5E A J& R4 # FEIR H 192 w45 S5 il
%GR BOE SN E S A B B A ) (“SAFE Circular 37”), which requires PRC residents
or entities to register with the SAFE or its local branch in connection with their establishment or
control of an offshore entity established for the purpose of overseas investment or financing. In
addition, such PRC residents or entities must update their SAFE registrations when the offshore
special purpose vehicle undergoes material events relating to any change of basic information
(including change of such PRC citizens or residents, name and operation term), increases or
decreases in investment amount, transfers or exchanges of shares, or mergers or divisions.
According to the Notice on Further Simplifying and Improving Policies for the Foreign Exchange
Administration of Direct Investment released on February 13, 2015 by the SAFE, local banks will
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examine and handle foreign exchange registration for overseas direct investment, including the
initial foreign exchange registration and amendment registration, under SAFE Circular 37 from
June 1, 2015. If our Shareholders who are PRC residents or entities do not complete their
registration with the local SAFE branches, our PRC subsidiary may be prohibited from distributing
their profits and proceeds from any reduction in capital, share transfer or liquidation to us, and we
may be restricted in our ability to contribute additional capital to our PRC subsidiary. Moreover,
failure to comply with the SAFE registration described above could result in liability under PRC
laws and regulations for evasion of applicable foreign exchange restrictions. However, we may not
at all times be fully aware or informed of the identities of all our Shareholders or beneficial
owners that are required to make such registrations, and we cannot compel our beneficial owners
to comply with SAFE registration requirements. As a result, we cannot assure you that all of our
Shareholders or beneficial owners who are PRC residents or entities have complied with, and will
in the future make or obtain any applicable registrations or approvals required by, SAFE
regulations. Failure by such Shareholders or beneficial owners to comply with SAFE regulations,
or failure by us to amend the foreign exchange registrations of our PRC subsidiary, could subject
us to fines or legal sanctions, restrict our overseas or cross-border investment activities, and limit
our subsidiaries’ ability to make distributions or pay dividends or affect our ownership structure,
which could adversely affect our business and prospects.

The PRC Labor Contract Law, any labor shortages, increased labor costs or other factors
affecting our labor force may adversely affect our business, profitability and reputation.

During the Track Record Period, we engaged third-party employment agencies to dispatch or
outsource contract workers. On December 28, 2012, the Labor Contract Law of the PRC ({##E A
RILFNE 25 8) & [ )) (the “PRC Labor Contract Law”) was amended to impose more stringent
requirements on labor dispatch and such amendments became effective on July 1, 2013. For
example, the number of dispatched contract workers that an employer hires may not exceed a
certain percentage of our total number of employees, to be decided by the Ministry of Human
Resources and Social Security and the dispatched contract workers may only engage in temporary,
auxiliary or substitute work. According to the Interim Provisions on Labor Dispatch promulgated
by the Ministry of Human Resources and Social Security on January 24, 2014, which became
effective on March 1, 2014, the number of dispatched contract workers hired by an employer shall
not exceed 10% of the total number of its employees (including both directly hired employees and
dispatched contract workers). The Interim Provisions on Labor Dispatch further requires the
employer that is not in compliance with the above provisions to formulate a plan to reduce the
number of its dispatched contract workers to below 10% of the total number of its employees
before March 1, 2016. In addition, an employer is not permitted to hire any new dispatched
contract worker until the number of its dispatched contract workers has been reduced to below
10% of the total number of its employees. In the Track Record Period, our total dispatched
contract workers have not exceeded 10% of our total number of employees. However, the
application and interpretation of these requirements under the amended PRC Labor Contract Law
are limited and uncertain. If we decide to increase our number of dispatched workers in the future
and were found to be in violation of the rules regulating dispatched contract workers, we may be
subject to fines and penalties. Such penalties, and any labor shortages, increased labor costs or
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other factors affecting our labor force in relation thereto, may adversely affect our business,
profitability and reputation. Further, labor disputes, work stoppages or slowdowns at our Company
or any of our third-party service providers could significantly disrupt our daily operation or our
expansion plans and have a material and adverse effect on our business.

Failure to comply with PRC regulations regarding the registration requirements for employee
stock ownership plans or share option plans may subject the PRC plan participants or us to
fines and other legal or administrative sanctions.

Pursuant to SAFE Circular 37, PRC residents who participate in share incentive plans in
overseas non-publicly-listed companies must submit applications to SAFE or its local branches for
foreign exchange registration with respect to offshore special purpose companies. In the meantime,
our Directors, executive officers and other employees who are PRC citizens or who are non-PRC
residents residing in the PRC for a continuous period of not less than one year, subject to limited
exceptions, and who have been granted incentive share awards by us, must follow the Circular on
Issues Concerning the Foreign Exchange Administration for Domestic Individuals Participating in
Stock Incentive Plan of Overseas Publicly-Listed Companies (“SAFE Circular 7”), promulgated
by the SAFE in 2012. Pursuant to the SAFE Circular 7, PRC citizens and non-PRC citizens who
reside in China for a continuous period of not less than one year who participate in any stock
incentive plan of an overseas publicly listed company, subject to a few exceptions, are required to
register with SAFE through a domestic qualified agent, which could be the PRC subsidiaries of
such overseas listed company, and complete certain other procedures. In addition, an overseas
entrusted institution must be retained to handle matters in connection with the exercise or sale of
stock options and the purchase or sale of shares and interests. We and our executive officers and
other employees who are PRC citizens or who reside in the PRC for a continuous period of not
less than one year and who have been granted options will be subject to these regulations when
our Company becomes an overseas listed company upon the completion of the Global Offering.
Failure to complete the SAFE registrations may subject them to fines and legal sanctions and may
also limit our ability to contribute additional capital towards our PRC Holdcos and limit our PRC
Holdcos’ ability to distribute dividends to us. We also face regulatory uncertainties that could
restrict our ability to adopt additional incentive plans for our Directors, executive officers and
employees under PRC law.

The SAT has issued certain circulars concerning equity incentive awards. Under these
circulars, our employees working in China who exercise share options or are granted restricted
shares or restricted share units will be subject to PRC individual income tax. Our PRC Holdcos
have obligations to file documents related to employee share options or restricted shares with
relevant tax authorities and to withhold individual income taxes of those employees. If our
employees fail to pay or we fail to withhold their income taxes according to relevant laws and
regulations, we may face sanctions imposed by the tax authorities or other PRC governmental
authorities.
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RISKS RELATED TO THE WVR STRUCTURE

Our proposed dual-class structure with voting rights will limit your ability to influence
corporate matters and could discourage others from pursuing any change of control
transactions that holders of our Shares may view as beneficial.

Our authorized share capital will be divided into Class A Shares and Class B Shares
immediately prior to the completion of the Global Offering. In respect of matters requiring the
votes of Shareholders, holders of Class A Shares will be entitled to ten votes per share, while
holders of Class B Shares will be entitled to one vote per share based on our proposed dual-class
share structure, except for resolutions with respect to a limited number of Reserved Matters, in
relation to which each Share is entitled to one vote. We will issue Class B Shares in the Global
Offering. Each Class A Share is convertible into one Class B Share at any time by the holder
thereof, while Class B Shares are not convertible into Class A Shares under any circumstances.
Upon any transfer of any Class A Shares by a holder hereof to any person who is not any of Mr.
Su Hua and Mr. Cheng Yixiao or their respective affiliates, such Class A Shares shall be
automatically and immediately converted into an equal number of Class B Shares.

Immediately after the completion of the Global Offering, Mr. Su Hua and Mr. Cheng Yixiao,
being the co-founders and executive Directors of our Company, will beneficially own all of our
issued Class A Shares, representing 69.63% of the aggregate voting power of our total issued and
outstanding share capital immediately after the completion of the Global Offering due to the
disparate voting powers associated with our dual-class share structure, assuming the Underwriters
do not exercise their Over-Allotment Option. For further details about our shareholding structure,
see “Share Capital — Weighted Voting Rights Structure.”

After completion of the Global Offering, Mr. Su Hua and Mr. Cheng Yixiao will have
considerable influence over matters requiring Shareholder approval, such as electing Directors and
approving material mergers, acquisitions, or other business combination transactions. This
concentration of voting power may discourage, delay, or prevent a change of control of our
Company, which could have the effect of depriving our other Shareholders of the opportunity to
receive a premium for their Shares as part of a sale of our Company and may reduce the price of
our Shares. This concentrated control will limit your ability to influence corporate matters and
could discourage others from pursuing any potential merger, takeover, or other change of control
transactions that holders of Class B Shares may view as beneficial.
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RISKS RELATED TO THE GLOBAL OFFERING

There has been no prior public market for our Class B Shares and the liquidity and market
price of our Class B Shares may be volatile.

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

The trading price of our Class B Shares may be volatile, which could result in substantial
losses to you.

The trading price of our Class B 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, China, the United States and elsewhere in the world. In particular, the
performances of and fluctuations in the market prices of other companies with business operations
located mainly in China that have listed their securities in Hong Kong may affect the volatilities in
the price and trading volumes of our Class B 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 initial public offerings. The trading performances of the securities of these
companies at the time of or after their offerings may affect the overall investor sentiment towards
China-based companies listed in Hong Kong and consequently may impact the trading performance
of our Class B Shares. These broad market and industry factors may significantly affect the market
price and volatility of our Class B Shares, regardless of our actual operating performance.

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 market price of our Class B 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 market price of our Class B Shares in Hong Kong and our ability to raise
equity capital in the future at a time and price that we deem appropriate.
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The Shares held by our substantial shareholders are subject to certain lock-up periods
beginning on the date on which trading in our Class B 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 Class B Shares after the expiry of the lock-up periods, we cannot assure you that
they will not dispose of any Class B Shares they may own now or in the future. In addition,
certain existing Shareholders of our Class B Shares are not subject to lock-up agreements. Market
sale of Class B Shares by such Shareholders and the availability of these Class B Shares for future
sale may have negative impact on the market price of our Class B Shares. See “History and
Corporate Structure — Corporate Structure — Corporate structure immediately following the
Global Offering” for more details of the existing Shareholders not subject to lock-up agreements.

You will incur immediate and substantial dilution and may experience further dilution in the
future.

As the Offer Price of our Class B Shares is higher than the net tangible book value per Class
B Share immediately prior to the Global Offering, purchasers of our Class B Shares in the Global
Offering will experience an immediate dilution. If we issue additional Shares in the future,
purchasers of our Class B Shares in the Global Offering may experience further dilution in their
shareholding percentage.

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 prospectus.

This prospectus, particularly “Industry Overview,” contains information and statistics relating
to our industry. 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 Joint Global Coordinators, the Joint Representatives, the Joint Sponsors, the Joint
Bookrunners, the Joint Lead Managers and the Hong Kong Underwriters or any other party
involved in the Global Offering, 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.
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If securities or industry analysts do not publish research or publish inaccurate or
unfavorable research about our business, the market price for our Class B Shares and
trading volume could decline.

The trading market for our Class B Shares may be influenced by research or reports that
industry or securities analysts publish about our business. If one or more analysts who cover us
downgrade our Class B Shares, the market price for our Class B Shares would likely decline. If
one or more of these analysts cease to cover us or fail to regularly publish reports on us, we could
lose visibility in the financial markets, which in turn could cause the market price or trading
volume of our Class B Shares to decline.

As we do not expect to pay dividends in the foreseeable future after the Global Offering, you
must rely on price appreciation of our Class B Shares for return on your investment.

We currently intend to retain most, if not all, of our available funds and any future earnings
after the Global Offering to fund the development and growth of our business. As a result, we do
not expect to pay any cash dividends in the foreseeable future. Therefore, you should not rely on
an investment in our Class B Shares as a source for any future dividend income.

Our Board of Directors has complete discretion as to whether to distribute dividends, subject
to certain requirements of Cayman Islands law. In addition, our Shareholders may by ordinary
resolution declare a dividend, but no dividend may exceed the amount recommended by our Board
of Directors. Under Cayman Islands law, a Cayman Islands company may pay a dividend out of
either profit or share premium account, provided that in no circumstances may a dividend be paid
if this would result in the company being unable to pay its debts as they fall due in the ordinary
course of business. Even if our Board of Directors 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 of Directors. Accordingly, the return
on your investment in our Class B Shares will likely depend entirely upon any future price
appreciation of our Class B Shares. There is no guarantee that our Class B Shares will appreciate
in value after the Global Offering or even maintain the price at which you purchased the Class B
Shares. You may not realize a return on your investment in our Class B Shares and you may even
lose your entire investment in our Class B Shares.

Certain judgments obtained against us by our Shareholders may not be enforceable.

We are an exempted company limited by shares incorporated under the laws of the Cayman
Islands. We conduct substantially all of our operations in China and substantially all of our assets
are located in China. In addition, a majority of our Directors and executive officers reside within
China, and most of the assets of these persons are located within China. As a result, it may be
difficult or impossible for you to effect service of process within Hong Kong upon these
individuals, or to bring an action against us or against these individuals in Hong Kong in the event
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that you believe your rights have been infringed under the Hong Kong laws or otherwise. Even if
you are successful in bringing an action of this kind, the laws of the Cayman Islands and of the
PRC may render you unable to enforce a judgment against our assets or the assets of our Directors
and officers.

Since we are incorporated under the Cayman Islands law, you may face difficulties in
protecting your interests, and your ability to protect your rights through Hong Kong courts
may be limited.

We are an exempted company limited by shares incorporated under the laws of the Cayman
Islands. Our corporate affairs are governed by our Memorandum of Association and Articles of
Association, the Cayman Companies Act (2021 Revision) and the common law of the Cayman
Islands. The rights of Shareholders to take action against the Directors, actions by minority
Shareholders and the fiduciary duties of our Directors to us under the Cayman Islands law are to a
large extent governed by the common law of the Cayman Islands. The common law of the Cayman
Islands is derived in part from comparatively limited judicial precedent in the Cayman Islands as
well as from the common law of England and Wales, the decisions of whose courts are of
persuasive authority, but are not binding, on a court in the Cayman Islands. The rights of our
Shareholders and the fiduciary duties of our Directors under the Cayman Islands law are not as
clearly established as they would be under statutes or judicial precedent in some jurisdictions. In
particular, the Cayman Islands has a less developed body of securities laws than Hong Kong. Hong
Kong has more fully developed and judicially interpreted bodies of corporate law than the Cayman
Islands. In addition, the Cayman Islands companies may not have standing to initiate a shareholder
derivative action in Hong Kong courts.

Shareholders of Cayman Islands exempted companies like us have no general rights under the
Cayman Islands law to inspect corporate records (other than the memorandum and articles of
association and any special resolutions passed by such companies, and the registers of mortgages
and charges of such companies) or to obtain copies of lists of shareholders of these companies.
Under the Cayman Islands law, the names of our current Directors can be obtained from a search
conducted at the Registrar of Companies. Our Directors will have discretion under the
Memorandum of Association and Articles of Association we expect to adopt, to determine whether
or not, and under what conditions, our corporate records may be inspected by our Shareholders,
but are not obliged to make them available to our Shareholders. This may make it more difficult
for you to obtain the information needed to establish any facts necessary for a Shareholder
resolution or to solicit proxies from other Shareholders in connection with a proxy contest.

As a result of all of the above, our public Shareholders of Class B Shares may have more
difficulty in protecting their interests in the face of actions taken by management, members of the
Board of Directors or Controlling Shareholders than they would as public shareholders of a
company incorporated in Hong Kong. For a discussion of significant differences between the
provisions of the Cayman Companies Act (2021 Revision) and the laws applicable to companies
incorporated in Hong Kong and their shareholders, see “Summary of the Constitution of our
Company and Cayman Companies Act” in Appendix IV to this prospectus.
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You must rely on the judgment of our management as to the use of the net proceeds from the
Global Offering, and such use may not produce income or increase the price of our Class B
Shares.

Our management will have considerable discretion in the application of the net proceeds
received by us. You will not have the opportunity, as part of your investment decision, to assess
whether proceeds are being used appropriately. The net proceeds may be used for corporate
purposes that do not improve our efforts to achieve or maintain profitability or increase the price
of Class B Shares. The net proceeds from the Global Offering may be placed in investments that
do not produce income or that lose value.

Waivers have been granted from compliance with certain requirements of the Listing Rules.
Shareholders will not have the benefit of the Listing Rules that are so waived. These waivers
could be revoked, exposing us and our Shareholders to additional legal and compliance
obligations.

We have applied for, and the Hong Kong Stock Exchange and SFC has granted to us, a
number of waivers from strict compliance with the Listing Rules. See “Waivers from Strict
Compliance with the Listing Rules and Exemptions from Strict Compliance with the Companies
(Winding up and Miscellaneous Provisions) Ordinance.” There is no assurance that the Hong Kong
Stock Exchange or SFC will not revoke any of these waivers granted or impose certain conditions
on any of these waivers. If any of these waivers were to be revoked or to be subject to certain
conditions, we may be subject to additional compliance obligations, incur additional compliance
costs and face uncertainties arising from issues of multijurisdictional compliance, all of which
could materially and adversely affect us and our Shareholders.

You should read the entire document carefully and should not rely on any information
contained in press articles or other media regarding us and the Global Offering.

We strongly caution you not to rely on any information contained in press articles or other
media regarding us and the Global Offering. Prior to the publication of this prospectus, there has
been press and media coverage regarding us and the Global Offering. Such press and media
coverage may include references to certain information that does not appear in this prospectus,
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 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 prospectus, we disclaim responsibility for it and you should not rely on such information.
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In preparation for the Listing, our Company has applied for the following waivers from strict

compliance with the relevant provisions of the Listing Rules:

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

We have entered into, and are expected to continue, certain transactions that will constitute
non-exempt continuing connected transactions of our Company under the Listing Rules upon
Listing. Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, waivers from strict compliance with (i) the announcement, circular and independent
Shareholders’ approval requirements under Rule 14A.105 of the Listing Rules; (ii) the requirement
of setting an annual cap set out in Chapter 14A of the Listing Rules for certain continuing
connected transactions; and (iii) the requirement of limiting the term of certain continuing
connected transactions to three years or less under Rule 14A.52 of the Listing Rules. For further

details in this respect, see “Connected Transactions” in this prospectus.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, our Company must have sufficient management
presence in Hong Kong, which normally means that at least two executive directors must be
ordinarily resident in Hong Kong. Given that (i) our core business operations are principally
located, managed and conducted in the PRC and the Company’s head office is situated in Beijing,
the PRC; (ii) our executive Directors and senior management team principally reside in the PRC;
and (ii1) the management and operations of the Company have mainly been under the supervision
of our executive Directors and senior management, who are principally responsible for the overall
management, corporate strategy, planning, business development and control of the Group’s
businesses and it is important for them to remain in close proximity to the Group’s operations
located in the PRC, our Company considers that it would be more practical for our executive
Directors and senior management to remain ordinarily resident in the PRC where the Group has
substantial operations. For the above reasons, we do not have, and do not contemplate in the
foreseeable future that we will have sufficient management presence in Hong Kong for the purpose

of satisfying the requirement under Rule 8.12 of the Listing Rules.
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Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted
us, a waiver from strict compliance with Rule 8.12 of the Listing Rules. We will ensure that there
are adequate and efficient arrangements to achieve regular and effective communication between
us and the Stock Exchange as well as compliance with the Listing Rules by way of the following

arrangements:

1. Authorized representatives: we have appointed Mr. Su Hua (“Mr. Su”), an executive
Director, Chairman of the Board, and Chief Executive Officer our Company, and Ms. So
Ka Man (“Ms. So”), a joint company secretary, as the authorized representatives
(“Authorized Representatives”) for the purpose of Rule 3.05 of the Listing Rules. The
Authorized Representatives will act as our principal channel of communication with the
Stock Exchange and would be readily contactable by phone and email to deal promptly
with enquiries from the Stock Exchange. Ms. So ordinarily resides in Hong Kong
whereas Mr. Su ordinarily resides in the PRC, and Mr. Su possesses valid travel
documents and is able to renew such travel documents when they expire in order to visit
Hong Kong. Accordingly, the Authorized Representatives will be able to meet with the
relevant members of the Stock Exchange to discuss any matters in relation to our
Company within a reasonable period of time. The Company will also inform the Stock
Exchange promptly in respect of any change in the Authorized Representatives. See
“Directors and Senior Management” for more information about our Authorized

Representatives.

2. Directors: to facilitate communication with the Stock Exchange, we have provided the
Authorized Representatives and the Stock Exchange with the contact details (such as
mobile phone numbers, office phone numbers, e-mail addresses, to the extent possible)
of each of our Directors such that the Authorized Representatives would have the means
for contacting all our Directors promptly at all times as and when the Stock Exchange
wishes to contact our Directors on any matters. In the event that any Director expects to
travel or otherwise be out of office, he will provide the phone number of the place of
his accommodation to the Authorized Representatives. To the best of our knowledge and
information, each Director who is not ordinarily resident in Hong Kong possesses or can
apply for valid travel documents to visit Hong Kong and can meet with the Stock

Exchange within a reasonable period after requested by the Stock Exchange.
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Compliance advisor: we have appointed China Renaissance Securities (Hong Kong)
Limited as our compliance advisor (the “Compliance Advisor”) in compliance with
Rule 3A.19 of the Listing Rules. The Compliance Advisor will, among other things and
in addition to the Authorized Representatives, provide us with professional advice on
continuing obligations under the Listing Rules and act as additional channel of
communication of the Company with the Stock Exchange. The Compliance Advisor will
be available to answer enquiries from the Stock Exchange and will act as the principal
channel of communication with the Stock Exchange when the Authorized

Representatives are not available.

Hong Kong legal advisor: we will retain a Hong Kong legal advisor 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 laws and regulations in Hong Kong

after the Listing.

WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Rule 8.17 of the Listing Rules provides that our Company must appoint a company secretary

who satisfies the requirements under Rule 3.28 of the Listing Rules. According to Rule 3.28 of the

Listing Rules, the Company must appoint 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:

(@)

(b)

(c)

a Member of The Hong Kong Institute of Chartered Secretaries;

a solicitor or barrister (as defined in the Legal Practitioners Ordinance); and

a certified public accountant (as defined in the Professional Accountants Ordinance).
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In addition, pursuant to Note 2 to Rule 3.28 of the Listing Rules, in assessing “relevant

experience”, the Stock Exchange will consider the individual’s:

(a) length of employment with the issuer and other issuers and the roles he/she played;

(b) familiarity with the Listing Rules and other relevant law and regulations including the
SFO, the Companies Ordinance, the Companies (Winding Up and Miscellaneous

Provisions) Ordinance and the Takeovers Code;

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

(d) professional qualifications in other jurisdictions.

We have appointed Mr. Jia Hongyi (“Mr. Jia”) as one of the joint company secretaries of the

Company. See “Directors and Senior Management” for further biographical details of Mr. Jia.

Mr. Jia has over 10 years of experience in the legal industry. He joined the Company in
December 2016 and since then has been the senior director of legal affairs of the Group. Mr. Jia
has also been actively involved in the proposed Listing since its preparatory period. However, Mr.
Jia personally does not possess any of the qualifications under Rules 3.28 and 8.17 of the Listing
Rules, and may not be able to solely fulfill the requirements of the Listing Rules. Mr. Jia has
extensive experience in the compliance and legal-related matters of the Group and is quite familiar
with the Group’s businesses and operations. Although Mr. Jia does not possess the qualifications
set out in Rule 3.28 of the Listing Rules, the Company considers that it is for the benefit of the

Company to appoint Mr. Jia as one of the joint company secretaries of the Company.

The Company has also appointed Ms. So Ka Man (“Ms. So”), a fellow of The Hong Kong
Institute of Chartered Secretaries and The Chartered Governance Institute (formerly known as The
Institute of Chartered Secretaries and Administrators), who fully meets the requirements stipulated
under Rules 3.28 and 8.17 of the Listing Rules to act as one of our joint company secretaries and
to provide assistance to Mr. Jia for a period of three years from the Listing Date to enable Mr. Jia
to acquire the “relevant experience” under Note 2 to Rule 3.28 of the Listing Rules so as to fully

comply with the requirements set out under Rules 3.28 and 8.17 of the Listing Rules.
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The following arrangements have been, or will be, put in place to assist Mr. Jia in acquiring

the qualifications and experience as the company secretary of our Company required under Rule
3.28 of the Listing Rules:

(a)

(b)

(©)

(d)

Ms. So, one of the joint company secretaries who meets all the requirements under Rule
3.28 of the Listing Rules, will assist Mr. Jia so that he is able to acquire the relevant
knowledge and experience as required under the Listing Rules in order to discharge his
functions as a joint company secretary. The Company has also appointed Ms. So as an

authorized representative of the Company.

The Company undertakes to re-apply to the Stock Exchange for a waiver in the event
that Ms. So ceases to meet the requirements under Rule 3.28 of the Listing Rules or

otherwise ceases to serve as a joint company secretary of our Company.

The Company will further ensure that Mr. Jia has access to the relevant training and
support to enable him to familiarize himself with the Listing Rules and the duties
required of a company secretary of an issuer listed on the Stock Exchange. The
Company’s Hong Kong legal advisors have provided training to Mr. Jia on the principal
requirements of the Listing Rules and the Hong Kong laws and regulations applicable to
the Company after its Listing. In addition, Mr. Jia will endeavor to familiarize himself
with the Listing Rules, including any updates thereto, during the three-year period from

the Listing Date.

Mr. Jia has confirmed that he will be attending a total of no less than 15 hours of
training courses on the Listing Rules, corporate governance, information disclosure,
investor relations as well as the functions and duties of a company secretary of a Hong
Kong listed issuer during each financial year as required under Rule 3.29 of the Listing

Rules.

Our Company expects that Mr. Jia, having had the benefit of Ms. So’s assistance during the

three-year period, will acquire the qualifications and relevant experience required under Rule 3.28

of the Listing Rules prior to the end of the three-year period after the Listing.
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Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted
us, a waiver from strict compliance with Rules 3.28 and 8.17 of the Listing Rules on the following

conditions:

(a) Mr. Jia must be assisted by a person who possesses the qualifications or experience as
required under Rule 3.28 of the Listing Rules and is appointed as a joint company

secretary throughout the three-year period; and.

(b) the waiver will be revoked immediately if there are material breaches of the Listing
Rules by the Company or if Ms. So, during the three-year period, ceases to provide

assistance to Mr. Jia.

Before the end of the three-year period, we shall liaise with the Stock Exchange to revisit the
situation in the expectation that we should then be able to demonstrate to the Stock Exchange’s
satisfaction that Mr. Jia, having had the benefit of Ms. So’s assistance for three years, would then
have acquired the relevant experience within the meaning of Note 2 to Rule 3.28 of the Listing

Rules so that a further waiver would not be necessary.

WAIVER IN RELATION TO 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 Part A of Appendix 1 to the Listing Rules in respect of
disclosing the particulars of any alterations in the capital of any member of the Group within two
years immediately preceding the issue of this prospectus.

We have identified four entities that we consider are the major subsidiaries and Consolidated
Affiliated Entities primarily responsible for the track record results of our Group (the “Principal
Entities,” and each a “Principal Entity”). For further details, see ‘“History and Corporate
Structure — Our Major subsidiaries and Operating Entities.” Globally, our Group has
approximately 80 subsidiaries and Consolidated Affiliated Entities, across 10 different
jurisdictions. It would be unduly burdensome for our Company to disclose this information, which
would not be material or meaningful to investors. By way of illustration, (a) for the three years
ended December 31, 2017, 2018 and 2019 and the nine months ended September 30, 2020, the
aggregate revenue of the Principal Entities represented approximately 99.0%, 99.6%, 99.1% and
95.8% of the Group’s total revenues, respectively; and (b) as of December 31, 2017, 2018, 2019
and September 30, 2020, the aggregate assets of the Principal Entities represented approximately
57.3%, 53.6%, 72.8% and 51.0% of the Group’s total assets, respectively. Accordingly, the
remaining subsidiaries and Consolidated Affiliated Entities in our Group are not significant to the
overall operations and financial results of the Group. Additionally, our non-Principal Entities do
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not hold major or material assets (save for passive financial products and equity investments of the
Group), intellectual property rights or other major proprietary technologies or major research and
development functions of the Group.

Particulars of the changes in the share capital of the Company and the Principal Entities have
been disclosed in “Statutory and General Information — 1. Further Information about our Group
— 1.2 Changes in the share capital of our Company” and “Statutory and General Information — 1.
Further Information about our Group — 1.3 Changes in the share capital of our major subsidiaries
and operating entities” in Appendix V to this prospectus.

WAIVER IN RELATION TO RULE 4.04(1) OF THE LISTING RULES AND EXEMPTION
FROM COMPLIANCE WITH PARAGRAPH 27 OF PART I AND PARAGRAPH 31 OF
PART II OF THE THIRD SCHEDULE TO THE COMPANIES (WINDING UP AND
MISCELLANEOUS PROVISIONS) ORDINANCE

Pursuant to Rule 4.04(1) of the Listing Rules, the accountant’s report contained in this
prospectus must include, inter alia, the results of our Company in respect of each of the three
financial years immediately preceding the issue of this prospectus or such shorter period as may be
acceptable to the Stock Exchange.

Pursuant to section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, all prospectuses shall include the matters specified in Part I of the Third Schedule to
the Companies (Winding Up and Miscellaneous Provisions) Ordinance and it sets out the reports
specified in Part II of the Third Schedule to the Companies (Winding Up and Miscellaneous

Provisions) Ordinance.

Pursuant to paragraph 27 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, our Company is required to include in this prospectus a
statement as to the gross trading income or sales turnover (as the case may be) of our Company
during each of the three financial years immediately preceding the issue of this prospectus as well
as an explanation of the method used for the computation of such income or turnover and a

reasonable breakdown of the more important trading activities.

Pursuant to paragraph 31 of Part II of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, our Company is required to include in this prospectus a
report by our Company’s auditor with respect to profits and losses in respect of each of the three
financial years immediately preceding the issue of the prospectus and assets and liabilities of the

Company at the last date to which the financial statements of the Company were prepared.
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Pursuant to section 342A(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, the SFC may issue, subject to such conditions (if any) as the SFC thinks fit, a
certificate of exemption from compliance with the relevant requirements under the Companies
(Winding Up and Miscellaneous Provisions) Ordinance if, having regard to the circumstances, the
SFC considers that the exemption will not prejudice the interests of the investing public and
compliance with any or all of such requirements would be irrelevant or unduly burdensome, or is

otherwise unnecessary or inappropriate.

The accountant’s report for each of the three years ended December 31, 2017, 2018 and 2019
and the nine months ended September 30, 2020 has been prepared and is set out in Appendix I to

this prospectus.

Pursuant to the relevant requirements set out above, our Company is required to produce
three full years of audited accounts for the years ended December 31, 2018, 2019 and 2020.
However, an application has been made to the Stock Exchange for a waiver from strict compliance
with Rule 4.04(1) of the Listing Rules, and such waiver has been granted by the Stock Exchange
on the conditions that:

(a) this prospectus will be issued on or before January 26, 2021 and our Company be listed
on the Stock Exchange on or before March 31, 2021 (i.e. within three months after the
end of the Company’s latest financial year immediately preceding the issue of this

prospectus);

(b) we will include in this prospectus a loss estimate for the financial year ended December
31, 2020 in compliance with Rules 11.17 to 11.19 of the Listing Rules and a Directors’
statement that, after performing all due diligence work which they consider appropriate,
there is no material and adverse change to the financial and trading position or prospects
of our Company, with specific reference to the trading results from October 1, 2020 to
December 31, 2020;

(c) our Company obtains a certificate of exemption from the SFC from strict compliance
with the requirements under section 342(1)(b) in respect of paragraph 27 of Part I and
paragraph 31 of Part Il of the Third Schedule to the Companies (Winding Up and

Miscellaneous Provisions) Ordinance; and

(d) we will publish the results announcement for the financial year ended December 31,
2020 by not later than March 31, 2021 and the annual report for the financial year ended
December 31, 2020 by not later than April 30, 2021, respectively, in compliance with
Rules 13.46(2) and 13.49(1) of the Listing Rules.
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An application has also been made to the SFC for a certificate of exemption from strict
compliance with the requirements under section 342(1)(b) in respect of paragraph 27 of Part I and
paragraph 31 of Part II of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and a certificate of exemption has been granted by the SFC under section
342A(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance on the
conditions that (i) the particulars of the exemption be set out in this prospectus; (ii) this prospectus
be issued on or before January 26, 2021; and (iii) our Company be listed on the Stock Exchange
on or before March 31, 2021 (i.e. within three months after the end of the Company’s latest

financial year immediately preceding the issue of this prospectus).

The applications to Stock Exchange for a waiver from strict compliance with Rule 4.04(1) of
the Listing Rules and to the SFC for a certificate of exemption from strict compliance with the
requirements under section 342(1)(b) in respect of paragraph 27 of Part I and paragraph 31 of Part
IT of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance
have been made on the grounds, among others, that strict compliance with the above requirements
would be unduly burdensome and the exemption would not prejudice the interests of the investing
public as:

(a) there would not be sufficient time for our Company and the reporting accountants of our
Company (the “Reporting Accountants”) to finalize the audited financial statements for
the year ended December 31, 2020 for inclusion in this prospectus. If the financial
information for the year ended December 31, 2020 is required to be audited, our
Company and the Reporting Accountants would have to carry out substantial volume of
work to prepare, update and finalize the Accountant’s Report and the prospectus, and the
relevant sections of the prospectus will need to be updated to cover such additional
period. This would involve additional time and costs since substantial work is required
to be carried out for audit purposes. It would be unduly burdensome for the audited
results for the year ended December 31, 2020 to be finalized in a short period of time.
Our Directors consider that the benefits of such work to the existing and prospective
shareholders of our Company may not justify the additional work and expenses involved
and the delay of the Listing timetable;

(b) Our Directors and the Joint Sponsors herein confirm that after performing all reasonable
due diligence work which they consider appropriate, up to the date of prospectus, except
to the extent disclosed in ‘““Recent Development’ in Summary section of this prospectus,
there has been no material adverse change to the financial and trading positions or
prospects of our Group since October 1, 2020 (immediately following the date of the
latest audited statement of financial position in the accountant’s report set out in

Appendix I to this prospectus) up to December 31, 2020 and there has been no event
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(c)

(d)

which would materially affect the information shown in the accountant’s report as set
out in Appendix I to this prospectus, the Financial Information section, the Loss
Estimate as set out in Appendix III to this prospectus and information regarding the
Company’s recent development subsequent to the Track Record Period and up to the
Latest Practicable Date, since October 1, 2020;

our Company is of the view that the accountant’s report covering the three years ended
December 31, 2017, 2018 and 2019 and the nine months ended September 30, 2020,
together with the loss estimate for the year ended December 31, 2020 (in compliance
with Rules 11.17 to 11.19 of the Listing Rules) included in this prospectus have already
provided the potential investors with adequate and reasonably up-to-date information in
the circumstances to form a view on the track record and earnings trend of our
Company; and our Directors and the Joint Sponsors confirm that all information which
is necessary for the investing public to make an informed assessment of the business,
assets and liabilities, financial position, trading position, management and prospects
included in this prospectus. Further, our Company will comply with Rules 13.46(2) and
13.49(1) of the Listing Rules in respect of the publication of annual results and annual
report for the year ended December 31, 2020. Therefore, the waiver and exemption

would not prejudice the interests of the investing public; and

we will comply with the requirements under Rules 13.46(2) and 13.49(1) of the Listing
Rules in respect of the publication of our annual results and annual report. Our
Company currently expects to issue our annual results and annual report for the
financial year ended December 31, 2020 on or before March 31, 2021 and April 30,
2021, respectively. In this regard, our Directors consider that the Shareholders of our
Company, the investing public as well as potential investors of our Company will be
kept informed of the financial results of our Group for the financial year ended
December 31, 2020.
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WAIVER AND EXEMPTION IN RELATION TO THE PRE-IPO ESOP OF THE COMPANY

The Listing Rules and the Companies (Winding Up and Miscellaneous Provisions) Ordinance
prescribes certain disclosure requirements in relation to the share options granted by the Company
(the “Share Option Disclosure Requirements”):

a. Rule 17.02(1)(b) of the Listing Rules stipulates that all the terms of a scheme must be
clearly set out in this prospectus. The Company is also required to disclose in the
prospectus full details of all outstanding options and their potential dilution effect on the
shareholdings upon listing as well as the impact on the earnings per share arising from
the exercise of such outstanding options.

b.  Paragraph 27 of Part A of Appendix 1 to the Listing Rules requires the Company to set
out in the prospectus particulars of any capital of any member of the 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.

c.  Paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance requires the Company to set out in the prospectus,
among other things, details of the number, description and amount of any shares in or
debentures of the Company which any person has, or is entitled to be given, an option
to subscribe for, together with certain particulars of the option, namely the period during
which it is exercisable, the price to be paid for shares or debentures subscribed for
under it, the consideration (if any) given or to be given for it or for the right to it and
the names and addresses of the persons to whom it was given.
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As of the Latest Practicable Date, our Company had granted options under the Pre-IPO ESOP
to 7,020 grantees, including Directors, senior management, connected persons and other employees
of our Group, to subscribe for an aggregate of 626,184,514 Shares and a portion of the options
corresponding to 363,146,799 Shares have been exercised (the “Exercised Options”)". As of the
date of this prospectus, it is expected that 363,146,799 Class B Shares (the “Listing Exercised
Shares”) will be issued to certain grantees, including our Directors, senior management and other
employees of our Group upon Listing. Among these 363,146,799 Class B Shares, 166,588,008
Class B Shares will be issued to grantees other than our Directors, senior management and
connected persons of our Group upon Listing. Save for the foregoing, no other Shares will be
issued pursuant to the Pre-IPO ESOP and the Company expects to issue Class B Shares pursuant to
the unexercised options under the Pre-IPO ESOP on a later date to be determined after Listing and
in compliance with the requirements of the Listing Rules.

For further details of our Pre-IPO ESOP, see “Statutory and General Information — 4.
Pre-IPO ESOP” in Appendix V to this prospectus. In addition, 7,015 grantees who are not
Directors, members of the senior management or connected person of the Company have been
granted options under the Pre-IPO ESOP with 423,633,599 underlying Shares. As of the Latest
Practicable Date, 6,947 grantees who are not Director, members of the senior management and
other connected person of the Company held an aggregate of 257,045,591 options that were still
outstanding and unexercised. These 257,045,591 options will be exercisable in accordance with
their vesting schedules after Listing. Details of such information are more particularly disclosed in
“Statutory and General Information — 4. Pre-IPO ESOP” in Appendix V to this prospectus.

Notes:
As of the Latest Practicable Date:

(1)  five grantees who are Directors, members of our senior management and other connected person of the Company
have been granted the options. Among these five grantees, (a) 62,660,286 options have been granted to Su Hua.
Among these 62,660,286 options, 56,961,183 options have been exercised and 56,961,183 Class B Shares will be
issued to Reach Best, the entire interest of which is held on trust established for the benefit of Su Hua and his
family members, upon Listing pursuant to the terms and conditions of the Pre-IPO ESOP. The remaining 5,699,103
options remain outstanding and unexercised and will be exercisable in accordance with their vesting schedules after
Listing; (b) 293,021 options granted to Yin Xin (a connected person of the Company) remained outstanding and
unexercised and will be exercisable in accordance with their vesting schedules after Listing; and (c) options granted
to other three grantees who are Directors and members of our senior management had been fully exercised and the

corresponding Class B Shares will be issued upon Listing.

(2) 6,947 grantees who are not Directors, members of senior management or other connected persons of the Company
held an aggregate of 257,045,591 options that were still outstanding and unexercised as of the Latest Practicable
Date. These 257,045,591 options will be exercisable in accordance with their vesting schedules after Listing.
Among the 6,947 grantees who are not our Directors, members of senior management or other connected persons of
the Company, two grantees held 9,599,183 and 6,416,370 options that were still outstanding and unexercised as of
the Latest Practicable Date, respectively (the “Significant Grantees”).
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Our Company has applied to the Stock Exchange and the SFC respectively for (i) 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 the condition to make available a full list of grantees
with all the particulars required under paragraph 10(d) of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance and Rule 17.02(1)(b) of, and paragraph 27
of Part A of Appendix 1 to, the Listing Rules in relation to the options granted under the Pre-IPO
ESOP; and (ii) a certificate of exemption under section 342A of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance exempting the Company from strict compliance with the
disclosure requirements under paragraph 10(d) of Part I of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance in relation to the options granted under the
Pre-IPO ESOP, on the ground that strict compliance with the above requirements would be unduly
burdensome for our Company for the following reasons:

a. as of the Latest Practicable Date, (i) our Company has granted options under the
Pre-IPO ESOP to 7,020 grantees, including our Directors, members of senior
management and other connected person of the Company; (ii) a Director and a
connected person held 5,699,103 and 293,021 outstanding and unexercised options; and
(ii1) 6,947 grantees who are not our Directors, members of senior management and other
connected person of the Company held an aggregate of 257,045,591 outstanding and
unexercised options. Strict compliance with the Share Option Disclosure Requirements
in setting out full details of all the grantees who held outstanding and unexercised
options under the Pre-IPO ESOP in the prospectus would be costly and unduly
burdensome for the Company in light of a significant increase in cost and timing for
information compilation and prospectus preparation;

b.  the disclosure of the personal details of each grantee, including the number of options
granted, may require obtaining consent from all the grantees in order to comply with
personal data privacy laws and principles and it would be unduly burdensome for the
Company to obtain such consents given the number of grantees;

c. the grant and exercise in full of the options under the Pre-IPO ESOP will not cause any
material adverse impact to the financial position of our Group;

d. non-compliance with the Share Option Disclosure Requirements would not prevent the
Company from providing its potential investors with an informed assessment of the
activities, assets, liabilities, financial position, management and prospects of the
Company; and
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e. material information relating to the options under the Pre-IPO ESOP will be disclosed in
this prospectus, including the total number of Class B Shares subject to the Pre-IPO
ESOP, the exercise price per Class B Share, the potential dilution effect on the
shareholding and impact on earnings per Share upon full exercise of the options granted
under the Pre-IPO ESOP. The Directors consider that the information that is reasonably
necessary for the potential investors to make an informed assessment of the Company in
their investment decision making process has been included in this prospectus.

In light of the above, our Directors are of the view that the grant of the waiver and exemption
sought under this application will not prejudice the interests of the investing public.

The Stock Exchange has granted to our Company a waiver from strict compliance with the
disclosure requirements under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Part A of
Appendix 1 to the Listing Rules with respect to the options granted under the Pre-IPO ESOP on
the condition that:

a. on an individual basis, full details of the options granted under the Pre-IPO ESOP to
each of the Directors, senior management and connected persons of the Company will
be disclosed in the prospectus 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;

b. in respect of the options granted under the Pre-IPO ESOP to other grantees (other than
those set out in (a) above) which remained outstanding and unexercised as of the Latest
Practicable Date, disclosure will be made on an aggregate basis, categorized into lots
based on the number of Class B Shares underlying each individual grant, being: (1) 1 to
4,999 Class B Shares; (2) 5,000 to 19,999 Class B Shares; and (3) 20,000 to 9,600,000
Class B Shares. For each lot of Class B Shares, the following disclosures will be made
on an aggregated basis: (1) the aggregate number of grantees and number of Class B
Shares underlying the outstanding and unexercised options under the Pre-IPO ESOP; (2)
the dates of grant of the options under the Pre-IPO ESOP; (3) the consideration for the
grant of options (if any) under the Pre-IPO ESOP; and (4) the exercise period and
exercise price of the options granted under the Pre-IPO ESOP;

c. as of the Latest Practicable Date, the aggregate number of Class B Shares underlying
the options granted under the Pre-IPO ESOP, the percentage to the Company’s total
issued share capital represented by such number of Class B Shares and the percentage to
the Company’s voting rights represented by such number of Class B Shares underlying
the options granted pursuant to the Pre-IPO ESOP will be disclosed in this prospectus;
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d. the dilutive effect and impact on earnings per Share upon the full exercise of the options
under the Pre-IPO ESOP will be disclosed in “Statutory and General Information — 4.
Pre-IPO ESOP” in Appendix V to this prospectus;

e. a summary of the major terms of the Pre-IPO ESOP will be disclosed in “Statutory and
General Information — 4. Pre-IPO ESOP” in Appendix V to this prospectus;

f.  the particulars of the waiver will be disclosed in this prospectus; and

g. the grant of certificate of exemption under the Companies (Winding Up and
Miscellaneous Provisions) Ordinance from the SFC exempting the Company from the
disclosure requirements provided in paragraph 10(d) of Part I of the Third Schedule to
the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

The SFC has agreed to grant to our Company the certificate of exemption under section 342A
of the Companies (Winding Up and Miscellaneous Provisions) Ordinance with respect to the
options granted under the Pre-IPO ESOP on the condition that:

a. on an individual basis, full details of the options under the Pre-IPO ESOP granted to
each of our Directors, senior management and connected persons of our Company will
be disclosed in the prospectus required by paragraph 10 of Part I of the Third Schedule
to the Companies (Winding Up and Miscellaneous Provisions) Ordinance;

b. in respect of the options granted under the Pre-IPO ESOP to other grantees (other than
those set out in (a) above) which remained outstanding and unexercised as of the Latest
Practicable Date, disclosure will be made on an aggregate basis, categorized into lots
based on the number of Class B Shares underlying each individual grant, being: (1) 1 to
4,999 Class B Shares; (2) 5,000 to 19,999 Class B Shares; and (3) 20,000 to 9,600,000
Class B Shares. For each lot of Class B Shares, the following disclosures will be made
on an aggregated basis: (1) the aggregate number of grantees and number of Class B
Shares underlying the outstanding and unexercised options under the Pre-IPO ESOP; (2)
the dates of grant of the options under the Pre-IPO ESOP; (3) the consideration for the
grant of options (if any) under the Pre-IPO ESOP; and (4) the exercise period and
exercise price of the options granted under the Pre-IPO ESOP;

c.  the particulars of the exemption will be disclosed in this prospectus; and
d.  the prospectus is issued on or before January 26, 2021.

Further details of the Pre-IPO ESOP are set out in “Statutory and General Information — 4.
Pre-IPO ESOP” in Appendix V to this prospectus.
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WAIVER IN RESPECT OF COMPANIES AND BUSINESS TO BE ACQUIRED AFTER THE
TRACK RECORD PERIOD

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

According to Note (4) to Rule 4.04 of the Listing Rules, the Stock Exchange may consider an
application for a waiver from strict compliance with Rules 4.04(2) and 4.04 (4) taking into account
the following:

(i) all the percentage ratios (as defined under Rule 14.04(9) of the Listing Rules) of each
acquisition are less than 5% by reference to the most recent financial year of the
applicant’s trading record period;

(ii) if the acquisition will be financed by the proceeds raised from a public offer, the new
applicant has obtained a certificate of exemption from the Commission in respect of the
relevant requirements under paragraphs 32 and 33 of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance;

(iii) (a) where a new applicant’s principal activities involve the acquisition of equity
securities (the Exchange may require further information where securities acquired
are unlisted), the new applicant is not able to exercise any control, and does not
have any significant influence over the underlying company or business to which
rules 4.04(2) and 4.04(4) relate, and has disclosed in its listing document the
reasons for the acquisition and a confirmation that the counterparties and their
respective ultimate beneficial owners are independent of the new applicant and its
connected persons. In this regard, “control” means the ability to exercise or control
the exercise of 30% (or any amount specified in the Takeovers Code as the level
for triggering a mandatory general offer) or more of the voting power at general
meeting, or being in a position to control the composition of a majority of the
board of directors of the underlying company or business; or
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(b) with respect to an acquisition of a business (including acquisition of an associated
company and any equity interest in a company other than in the circumstances
covered under sub-paragraph (a) above) or a subsidiary by a new applicant, the
historical financial information of such business or subsidiary is unavailable, and it
would be unduly burdensome for the new applicant to obtain or prepare such
financial information; and the new applicant has disclosed in its listing document
information required for the announcement for a discloseable transaction under
rules 14.58 and 14.60 on each acquisition. In this regard, “unduly burdensome”
will be assessed based on each new applicant’s specific facts and circumstances
(e.g. why the financial information of the acquisition target is not available and
whether the new applicant or its controlling shareholder has sufficient control or
influence over the seller to gain access to the acquisition target’s books and records
for the purpose of complying with the disclosure requirements under rules 4.04(2)
and 4.04(4)).

Acquisition of Company A and Company B
Company A

We propose to acquire the entire equity interest of Company A (the “Proposed Acquisition of
Company A”) for a preliminary consideration of RMB&850 million, which is expected to be settled
in cash. The consideration is based on arm’s length negotiations between the original owners of
Company A (the “Original Owners of Company A”) and us, taking into account a number of
factors including the potential strategic alliance in the relevant business. We intend to use our
internal resources to satisfy the cash consideration. As at the Latest Practicable Date, we have
entered into a definitive agreement with the current owners of Company A and the completion of
the Proposed Acquisition of Company A is subject to a number of customary closing conditions.

Company A is engaged in online payment service in the PRC. We believe that the Proposed
Acquisition of Company A is aligned with our business and growth strategy, and it is expected that
the Proposed Acquisition of Company A would enable our Group to facilitate online payment
services to the Group’s customers. Completion of the Proposed Acquisition of Company A is
expected to take place after the Listing.

Our Directors believe that the terms of the Proposed Acquisition of Company A are fair and
reasonable and in the interests of the Shareholders as a whole. To the best of our Directors’
knowledge, information and belief, having made all reasonable enquiries, the Original Owners of
Company A and their respective ultimate beneficial owners are third parties independent from our
Company and its connected persons.
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According to the financial statements of Company A audited by Company A’s statutory
auditors in accordance with China Accounting Standards and Accounting Regulations for Business
Enterprises issued by the Ministry of Finance of the PRC (the “PRC GAAP”):

(a) the total assets of Company A amounted to RMB404.8 million as of December 31, 2019,
and its total revenues, profit before tax and profit after tax amounted to RMB102.2
million, RMB10.3 million and RMB10.3 million, respectively, for the year ended
December 31, 2019; and

(b) the total assets of Company A amounted to RMB345.6 million as of December 31, 2018,
and its total revenues was RMB439.6 million for the year ended December 31, 2018 and
it recorded loss before tax of RMB12.7 million and loss after tax of RMB15.1 million
for the same period.

Company B

As of the Latest Practicable Date, we held 25.76% of the equity interest in Company B. We
are now negotiating with Company B and propose to subscribe for additional newly-issued shares
of Company B (the “Proposed Acquisition of Company B”) for approximately RMB9 million so
that upon completion of the Proposed Acquisition of Company B, we will hold 52.00% of the
equity interest in Company B so that Company B will become a subsidiary of us.

The subscription price will be settled in cash, and is based on arm’s length negotiation
between Company B and us, taking into account a number of factors including the potential
strategic alliance in the relevant business. We intend to use our internal resources to satisfy the
subscription price.

Company B is engaged in design, development and operation of video-and-photography-tool-based
social media. We believe that the Proposed Acquisition of Company B is complementary to our principal
businesses.

Our Directors believe that the terms of the Proposed Acquisition of Company B are fair and
reasonable and in the interests of our Shareholders as a whole. To the best of our Directors’
knowledge, information and belief, having made all reasonable enquiries, Company B, other
shareholders of Company B and their respective ultimate beneficial owners are third parties
independent from our Company and its connected persons.
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According to the management accounts furnished by Company B prepared in accordance with
the PRC GAAP:

(a) the total assets of Company B amounted to RMB1.3 million as of December 31, 2019,
and its total revenues was RMB2.0 million for the year ended December 31, 2019 and it
recorded loss before tax of RMB7.7 million and loss after tax of RMB7.7 million for the
same period; and

(b) the total assets of Company B amounted to RMB1.6 million as of December 31, 2018,
and its total revenues was RMBO0.1 million for the year ended December 31, 2018 and it
recorded loss before tax of RMB22.8 million and loss after tax of RMB22.8 million for
the same period.

Conditions to the waivers granted by the Stock Exchange

We have applied to the Stock Exchange for, and the Stock Exchange has agreed to grant, a
waiver from strict compliance with Rule 4.04(2) and 4.04(4) of the Listing Rules in respect of the
Proposed Acquisition of Company A and the Proposed Acquisition of Company B on the following
grounds:

1. The applicable percentage ratios of the Proposed Acquisition of Company A and the
Proposed Acquisition of Company B are all less than 5% by reference to the most recent
financial year of the Company’s Track Record Period

The applicable percentage ratios for the Proposed Acquisition of Company A and the
Proposed Acquisition of Company B are significantly less than 5% by reference to the most recent
financial year of the Company’s Track Record Period. Accordingly, we consider that the Proposed
Acquisition of Company A and the Proposed Acquisition of Company B are immaterial and do not
expect it to have any material effect on the financial condition of the Group.

2. The Proposed Acquisition will not be financed by the proceeds raised from the Global
Offering

We will use our internal resources to satisfy the cash consideration payable by us in relation
to the Proposed Acquisition of Company A and the Proposed Acquisition of Company B.
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3. The historical financial information of Company A and Company B is not available or
would be unduly burdensome to obtain or prepare

Although we have entered into a definitive agreement with the Original Owners of Company
A, we do not currently have any equity interest in Company A and do not have any representation
at the board of directors of Company A and are therefore unable to compel Company A to disclose
its historical financial information in the Company’s prospectus. In addition, it will require
considerable time and resources for us and our reporting accountants to fully familiarize with the
management accounting policies of Company A and compile the necessary financial information
and supporting documents for disclosure in our prospectus. As such, it would be impracticable

within the tight timeframe for us to disclose the audited financial information of Company A as
required under Rules 4.04(2) and 4.04(4) of the Listing Rules.

As of the Latest Practicable Date, the Company only held 25.76% of the equity interest in
Company B, which is not consolidated into the financials of the Company. Company B does not
have audited historical financial information which is readily available for disclosure in the
prospectus in accordance with the Listing Rules. It would require considerable amount of time and
resources for our Company and our reporting accountants to fully familiarize themselves with the
management accounting policies of Company B and compile the necessary financial information
and supporting documents for disclosure in our prospectus. As such, we believe that it would be
impractical and unduly burdensome for us to disclose the audited financial information of
Company B in the prospectus as required under Rule 4.04(2) and Rule 4.04(4)(a) of the Listing
Rules.

In addition, considering that the Proposed Acquisition of Company A and the Proposed
Acquisition of Company B are immaterial and are not expected to have any material effect on the
financial condition of the Group, it would not be meaningful and would be unduly burdensome for
us to prepare and include the financial information of Company A and Company B during the

Track Record Period in our prospectus.
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4. Alternative disclosure in this prospectus

We have provided alternative information in this prospectus in connection with the Proposed
Acquisition of Company A and the Proposed Acquisition of Company B required for the
announcement for a discloseable transaction under Rules 14.58 and 14.60 of the Listing Rules of
the Proposed Acquisition of Company A and the Proposed Acquisition of Company B. Since the
applicable percentage ratios for the Proposed Acquisition of Company A and the Proposed
Acquisition of Company B are significantly less than 5% by reference to the most recent financial
year of the Company’s Track Record Period, the Company believes that the current disclosure in

the prospectus is adequate for potential investors to form an informed assessment of the Group.

For the avoidance of doubt, the identities of Company A and Company B are not disclosed in
this prospectus because (i) disclosure of the names of Company A and Company B in this
prospectus is commercially sensitive and may jeopardize the Company’s ability to consummate the
proposed investment (including, for example, as a result of the Company’s competitors
approaching Company A and Company B with alternative investment proposals after seeing its
name disclosed in our prospectus) and (ii) given the competitive nature of the industry in which
the Company operates, it is commercially sensitive to disclose the identities of Company A and

Company B to avoid our competitors anticipating our plans of business growth.

Investment in Our Ecosystem Partners

During the Track Record Period, our Group has made investments in a large number of
companies both in mainland China and overseas (the “Investments”). These investee companies
are generally members of the broader “ecosystem” related to our Group’s core business, and
provide products, services and/or resources that our Group believes can help them efficiently
expand product and service offerings to our Group’s users, or have developed proprietary
technologies complementary to our Group. Our Group plans to continue to invest in businesses

that are part of our Group’s ecosystem and complementary to its business and growth strategies.

The majority of the Investments made by our Group have been passive investments, which
are typically no more than 30% equity interest in the target companies, such that the target
companies of the Investments are not consolidated into our Group and our Group has no control

over the board of directors of the target companies.
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Since September 30, 2020 (being the date to which its latest audited accounts will be made

up in the final prospectus of the Company) and up to the Latest Practicable Date, the Group has

made or proposed to make a number of investments, details of which are set out in below:

Name of the Percentage of Principal business of the Basis for determining the
No. target company Investment amount shareholding/equity interest target company investment amount
1. Company 1 approximately 8.09% (including 5.09%  MCNs that work with With reference to the
RMB112.4 million acquired from content creators and trading price of
(including Company 1’s existing offer them assistance similar listed
approximately shareholders and in areas such as companies and
RMBS8.4 million for 3.00% through the audience development,  price-to-sales (P/S)
acquisition of shares subscription of new content programming, ratio
from Company 1’ shares of Company 1) creator collaborations,
existing shareholders digital rights
and RMB54.0 million management,
for subscription of monetization and
new shares of sales
Company 1)
2. Company 2 RMB90.375 million 10% Designing, research and ~ With reference to the
development of chips transaction price of
similar companies and
taking into account
the potential
synergistic effect
3. Company 3 RMB10.35 million 17.95% Developing and Based on arm’s length
operating negotiation
content-based
community app
4. Company 4 RMB40 million 25% Developing online music ~ With reference to the
and dance games post-money valuation
of Company 4’s
last-round financing
and valuation of
comparable companies
5. VSPN (Versus  Approximately RMB70  1.13% Esports solutions With reference to

Programming  million

Networks)
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No.

6.

€y

Investment amount

Percentage of
shareholding/equity interest

Basis for determining the
investment amount

Principal business of the
target company

Prior to this investment,

the Company had
already held 12.0%
equity interest in
Company 5. The
Company proposes to
invest another RMB25
million for Company
5’s newly-issued
shares in this
follow-on investment
after the Track Record
Period. The
Company’s aggregate
investment amount in
Company 5 will be
approximately
RMB67.58 million
upon completion of
this follow-on
investment.

RMB4.08 million

Prior to this investment,

the Company had
already held 12.0%
equity interest in
Company 5. The
Company will
subscribe for certain
new shares to be
issued by Company 5
in this follow-on
investment after the
Track Record Period.
The Company’s
aggregate
shareholding
percentage in
Company 5 will be

approximately 16.39%

upon completion of
this follow-on
investment.

2%

investments after the completion of the above investments.

Developing an Real options valuation
Al-backed learning method
platform to
supplement students’
education needs
outside of school and
providing innovative
learning resources to
help students improve
learning outcome

With reference to
price-to-sales (P/S)
ratio and taking into
account the revenue
forecast of the target
company

Developing,
manufacturing and
selling of Internet of
Things-based smart
learning hardware

The percentage of shareholding/equity interest represents our total pro forma shareholding in each of the

Each of the above investments (“Post-TRP Investments”) will be settled in cash. The

investment amounts for the Post-TRP Investments are the result of commercial arm’s length

negotiations, based on factors including market dynamics and/or mutually agreed valuations. To

the best of our Directors’ knowledge, information and belief, having made all reasonable enquiries,

the counterparties to the transactions set out above and their ultimate beneficial owners are third

parties independent from the Company and its connected persons.
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The reasons for the Post-TRP Investments are to further expand members of the broader
“ecosystem” related to the Group’s core business such that the Group could create strategic
synergy and provide products, services and/or resources that the Group believes can help them
efficiently expand product and service offerings to the Group’s users, or have developed

proprietary technologies complementary to the Group.

Conditions to the waivers granted by the Stock Exchange

We have applied to the Stock Exchange for, and the Stock Exchange has agreed to grant, a
waiver from strict compliance with Rule 4.04(2) and 4.04(4) of the Listing Rules in respect of the
Post-TRP Investments:

1. Ordinary and usual course of business

Making equity investments of this nature is part of the ordinary course of business of our
Group. Our Company has conducted over 40 Investments to date. Most of such Investments are
classified as financial assets carried at fair value through profit or loss and are not consolidated
into our Group’s financial statements. Changes in the fair value are included in profit or loss in the
period in which they arise and presented within “Fair value changes on investments” in the income
statement. Upon disposal, the difference between the net sale proceeds and the carrying amount is

also included in the income statement as “Other gains/(losses), net.”

2. The percentage ratios of each investment are all less than 5% by reference to the most

recent financial year of our Company’s Track Record Period

The applicable percentage ratios for each of the Post-TRP Investments are all significantly
less than 5% by reference to the most recent financial year of our Company’s Track Record Period,
and any subsequent investments are also expected to be so. To the best knowledge of our
Company, the Investments are not subject to aggregation under Rule 14.22 of the Listing Rules.
Accordingly, we consider that the Post-TRP Investments are immaterial and do not expect them to

have any material effect on the financial condition of the Group.
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3. The Post-TRP Investments will not be financed by the proceeds raised from the Global
Offering

We will use our internal resources to satisfy the cash consideration payable by us in relation
to the Post-TRP Investments.

4. The Company is neither able to exercise any control, nor has any significant influence,

over the underlying company or business

We only hold minority equity interests in each of the target companies of the Post-TRP
Investments and do not control their boards of directors; and this is expected to remain the case
for any subsequent investments. Given that our Group is neither able to exercise any control nor
have any significant influence over each of the target companies of the Post-TRP Investments, we
would not be able to compel or request the target companies of the Post-TRP Investments to
cooperate with its audit work in order for us to comply with the relevant requirements under Rules
4.04(2) and 4.04(4)(a) of the Listing Rules.

5. Alternative disclosure in this prospectus

We have disclosed above the reasons for the Post-TRP Investments and confirmed that the
counterparties and their respective ultimate beneficial owners are independent of the Company and

the Company’s connected persons.

For the avoidance of doubt, the names of certain companies that are the subject of the
Post-TRP Investments are not disclosed in the prospectus because (i) disclosure of the names of
the relevant companies in the prospectus is commercially sensitive and may jeopardize our ability
to consummate the proposed investments; and (ii) given the competitive nature of the industry in
which we operate, it is commercially sensitive to disclose the identities of the companies we
invested or propose to invest in to avoid our competitors to anticipate our plans of business

growth.
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WAIVER FROM PRINTED PROSPECTUSES

Pursuant to Rules 12.04(3), 12.07 and 12.11 of the Listing Rules, we are required to make

available copies of this prospectus in printed form.

We do not intend to provide printed copies of the prospectus or printed copies of any
application forms to the public in relation to the Hong Kong Public Offering. The proposed waiver
from the requirements to make available printed copies of the prospectus is in line with recent
amendments to the Listing Rules relating to environmental, social and governance (“ESG”)
matters. As the Stock Exchange noted on page 1 of its Consultation Conclusions on Review of the
Environmental, Social and Governance Reporting Guide and Related Listing Rules dated
December 2019, such amendments relating to ESG matters “echo the increasing international focus
on climate change and its impact on business.” Electronic, in lieu of printed prospectuses and
printed copies of any application forms, will help mitigate the environmental impact of printing,
including the exploitation of precious natural resources such as trees and water, the handling and
disposal of hazardous materials, air pollution, among others. It is further noted that in July 2020,
the Stock Exchange also published a consultation paper in relation to the introduction of a

paperless listing and subscription regime.

Given the high and extensive use of internet gadgets (e.g. smartphones, tablet devices and
computers) and easy access to internet services nowadays, it is noted that most applications in
Hong Kong public offerings of recent initial public offerings (both in terms of the number of
applications and the number of shares applied) were submitted electronically, instead of in paper

format.

We also note that in light of the severity of the ongoing COVID-19 pandemic, the provision
of printed prospectuses and printed copies of any application forms will elevate the risk of
contagion of the virus through printed materials. As of the Latest Practicable Date, the government
of Hong Kong continues to put in place social distancing measures to restrict public gatherings.
While the government of Hong Kong may relax such restrictions as the local COVID-19 situation
improves, it is possible that stricter social distancing measures would still be necessary if the
number of cases of infection in the territory dramatically increases. In any event, it is impossible
to accurately predict the development of the COVID-19 pandemic as of the Latest Practicable
Date. In this uncertain environment, an electronic application process with a paperless prospectus
will reduce the need for prospective investors to gather in public, including branches of the
receiving banks and other designated points of collection, in connection with the Hong Kong
Public Offering.
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Accordingly, we have applied for, and the Stock Exchange has granted us, a waiver from
strict compliance with the requirements under Rule 12.04(3), Rule 12.07 and Rule 12.11 of the
Listing Rules in respect of the availability of copies of the prospectus in printed form based on our

specific and prevailing circumstances.

We have adopted a fully electronic application process for the Hong Kong Public Offering
and will not provide printed copies of the prospectus or printed copies of any application forms to

the public in relation to the Hong Kong Public Offering.

Our Hong Kong Share Registrar has implemented enhanced measures to support the White
Form eIPO service, including increasing its server capacity and making available a telephone
hotline to answer investors’ queries in connection with the fully electronic application process.
Details of the telephone hotline and the application process have been disclosed in the section
headed “How to Apply for Hong Kong Offer Shares” in this prospectus. In addition, our Hong
Kong Share Registrar will create a step-by-step guide setting out the steps for payment and
completion of application for the retail investors, as well as FAQs to address potential questions
from the retail investors in relation to the Hong Kong Public Offering and the electronic
application channels. The guide and FAQs will be available in both English and Chinese and will
be displayed on the White Form eIPO service’s website.

We will adopt additional communication measures to inform the potential investors that they
can only subscribe for the Hong Kong Offer Shares electronically, including (i) a prominent
reminder to the investors about the fully-electronic offering process will be set out in the
“Important” page of this prospectus and the section headed “How to Apply for Hong Kong Offer
Shares” in this prospectus; (ii) publishing a formal notice of the Global Offering on the Company’s
website and in selected English and Chinese local newspapers describing the fully electronic
application process including the available channels for share subscription; (iii) the enhanced
support provided by the Hong Kong Share Registrar and the White Form eIPO Service Provider
in relation to the Hong Kong Public Offering (including additional enquiry hotlines for questions
about the application for the Hong Kong Offer Shares and increasing its server capacity); and (iv)
issuing a press release to remind investors that no printed prospectuses or application forms will

be provided.
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WAIVER FROM STRICT COMPLIANCE WITH RULE 10.04 OF THE LISTING RULES
AND WRITTEN CONSENT UNDER PARAGRAPH 5(2) OF APPENDIX 6 TO THE LISTING
RULES IN RELATION TO ALLOCATION TO EXISTING MINORITY SHAREHOLDERS
AND/OR THEIR CLOSE ASSOCIATES

Rule 10.04 of the Listing Rules provides that a person who is an existing shareholder of the
issuer may only subscribe for or purchase any securities for which listing is sought which are
being marketed by or on behalf of a new applicant either in his or its own name or through
nominees if the conditions in Rules 10.03(1) and (2) of the Listing Rules are fulfilled.

The conditions in Rules 10.03(1) and (2) of the Listing Rules are as follows: (i) no securities
are offered to the existing shareholders on a preferential basis and no preferential treatment is
given to them in the allocation of the securities; and (ii) the minimum prescribed percentage of

public shareholders required by Rule 8.08(1) of the Listing Rules is achieved.

Paragraph 5(2) of Appendix 6 to the Listing Rules provides that, unless with the prior written
consent of the Stock Exchange, no allocations will be permitted to directors or existing
shareholders of the applicant or their close associates, whether in their own names or through

nominees unless the conditions set out in Rules 10.03 and 10.04 of the Listing Rules are fulfilled.

Certain existing minority shareholders of the Company (the “Existing Minority
Shareholders”) and/or their close associates will participate in the Global Offering as cornerstone

investors or placees in the placing tranche.

We have applied to the Stock Exchange for a waiver from strict compliance with Rule 10.04
of the Listing Rules and sought a written consent from the Stock Exchange under paragraph 5(2)
of Appendix 6 to the Listing Rules, and the Stock Exchange has granted us such waiver and
consent to permit us to allocate the Offer Shares in the placing tranche to the Existing Minority
Shareholders and/or their close associates either as cornerstone investors or placees, on the
following grounds which are consistent with the conditions as set out in the Stock Exchange
Guidance Letter 85-16 (HKEX-GL85-16):

(a) Less than 5%: Each Existing Minority Shareholder holds less than 5% of the
Company’s voting rights prior to the completion of the Global Offering.
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(b)

(c)

(d)

(e)

()

(2)

Not core connected persons: The Existing Minority Shareholders and their close
associates are not, and will not be, core connected persons (as defined under the Listing
Rules) of the Company or any close associate (as defined under the Listing Rules) of

any such core connected person immediately prior to or following the Global Offering.

No right to appoint Directors: The Existing Minority Shareholders have no power to
appoint Directors of the Company (other than as a Shareholder of the Company) and do

not have other special rights.

No impact on public float: As the Existing Minority Shareholders are not connected
persons to the Company, the Offer Shares to be held by the Existing Minority
Shareholders and/or their close associates would be part of the public. Thus, allocation
to the Existing Minority Shareholders and/or their close associates for which this
submission is sought will not affect the Company’s ability to satisfy the public float

requirement under Rule 8.08 of the Listing Rules.

Disclosure: The relevant information in respect of the allocation to such Existing
Minority Shareholders and/or their close associates will be disclosed in this prospectus

and/or the allotment results announcement.

If the Existing Minority Shareholders and/or their close associates participate in the

Global Offering as a placee

The Joint Sponsors, the Company and the Joint Bookrunners will confirm to the Stock
Exchange that the Existing Minority Shareholders and/or their close associates will not
receive any preferential treatment in the allocation as a placee under the Global

Offering.

If the Existing Minority Shareholders and/or their close associates participate in the

Global Offering as a cornerstone investor

The Offer Shares to be subscribed by and allocated to the Existing Minority
Shareholders and/or their close associates under the Global Offering will be at the same
Offer Price and on substantially the same terms as other cornerstone investors (including

being subject to a six-month lock-up arrangement following Listing).
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(h) The Joint Sponsors (based on their discussions with the Company and the Joint
Bookrunners and the confirmation from the Company in paragraph (i) below, and to
their best knowledge and belief) will confirm to the Stock Exchange in writing that they
have no reason to believe that the Existing Minority Shareholders or their close
associates have received any preferential treatment in the allocation as cornerstone
investors by virtue of their relationships with the Company other than the preferential
treatment of assured entitlement under a cornerstone investment agreement following the
principles set out in Guidance Letter HKEX-GL51-13 (“GL51-13”).

(i) The Company confirms to the Stock Exchange in writing that (a) no preferential
treatment has been, or will be, given to the Existing Minority Shareholders and/or their
close associates who are cornerstone investors by virtue of their relationships with the
Company other than the preferential treatment of assured entitlement under a
cornerstone investment agreement following the principles set out in GL51-13; and (b)
the cornerstone investment agreements entered into between the Company and the
Existing Minority Shareholders and/or their close associates who are cornerstone
investors do not contain any material terms which are more favorable to the Existing
Minority Shareholder and/or their close associates who are cornerstone investors than

those in other cornerstone investment agreements.

WAIVER IN RESPECT OF CLAWBACK MECHANISM

Paragraph 4.2 of Practice Note 18 of the Listing Rules requires a clawback mechanism to be
put in place, which would have the effect of increasing the number of Hong Kong Offer Shares to
certain percentages of the total number of Offer Shares offered in the Global Offering if certain

prescribed total demand levels are reached.

We have applied to the Stock Exchange for, and the Stock Exchange has granted to us, a
waiver from strict compliance with paragraph 4.2 of Practice Note 18 of the Listing Rules such
that, provided the initial allocation of Class B Shares under the Hong Kong Public Offering shall
not be less than 2.5% of the Global Offering, in the event of over-subscription, the Joint
Representatives, shall apply a clawback mechanism following the closing of the application lists
with reference to the final offering size of the Global Offering (assuming the Over-allotment

Option is not exercised) based on the Offer Price determined on the Price Determination Date.
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Based on the current market conditions, the Joint Representatives shall apply a clawback

mechanism following the closing of the application lists on the following basis:

(D

(2)

(3)

if the number of the Offer Shares validly applied for under the Hong Kong Public
Offering represents 13 times or more but less than 48 times of the number of the Offer
Shares initially available for subscription under the Hong Kong Public Offering, then
the number of Offer Shares to be reallocated to the Hong Kong Public Offering from the
International Offering will be increased, so that the total number of Offer Shares
available under the Hong Kong Public Offering will be 18,261,000 Class B Shares,
representing approximately 5% of the Offer Shares initially available under the Global
Offering;

if the number of the Offer Shares validly applied for under the Hong Kong Public
Offering represents 48 times or more but less than 95 times of the number of the Offer
Shares initially available for subscription under the Hong Kong Public Offering, then
the number of Offer Shares to be reallocated to the Hong Kong Public Offering from the
International Offering will be increased, so that the total number of the Offer Shares
available under the Hong Kong Public Offering will be 20,087,100 Class B Shares,
representing approximately 5.5% of the Offer Shares initially available under the Global
Offering; and

if the number of the Offer Shares validly applied for under the Hong Kong Public
Offering represents 95 times or more of the number of the Offer Shares initially
available for subscription under the Hong Kong Public Offering, then the number of
Offer Shares to be reallocated to the Hong Kong Public Offering from the International
Offering will be increased, so that the total number of the Offer Shares available under
the Hong Kong Public Offering will be 21,913,200 Class B Shares, representing
approximately 6% of the Offer Shares initially available under the Global Offering.
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In each case, the additional Offer Shares reallocated to the Hong Kong Public Offering will
be allocated between pool A and pool B and the number of Offer Shares allocated to the
International Offering will be correspondingly reduced in such manner as the Joint Representatives
deem appropriate. In addition, the Joint Representatives may allocate Offer Shares from the
International Offering to the Hong Kong Public Offering to satisfy valid applications under the
Hong Kong Public Offering.

If the Hong Kong Public Offering is not fully subscribed, the Joint Representatives have the
authority to reallocate all or any unsubscribed Hong Kong Offer Shares to the International

Offering, in such proportions as the Joint Representatives deem appropriate.

See “Structure of the Global Offering — The Hong Kong Public Offering — Reallocation” to

this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) (as amended) and the Listing Rules for the purpose of
giving information to the public with regards to our Group. Our Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this
prospectus. Our Directors, having made all reasonable enquiries, confirm that to the best of their
knowledge and belief, the information contained in this prospectus is accurate and complete in all
material respects and not misleading or deceptive, and there are no other matters the omission of

which would make any statement in this prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING, STRUCTURE AND CONDITIONS OF
THE GLOBAL OFFERING AND PROCEDURES FOR APPLICATION FOR HONG KONG
OFFER SHARES

The Hong Kong Offer Shares are offered solely on the basis of the information contained,
representations made, and on and subject to the terms and conditions set out, in this prospectus
and the GREEN Application Form. No person is authorized to give any information in connection
with the Global Offering or to make any representation not contained in this prospectus and the
GREEN Application Form, and any information or representation not contained in this prospectus
and the GREEN Application Form must not be relied upon as having been authorized by our
Company, the Joint Sponsors, the Joint Representatives, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors, agents,

employees or advisors or any other party involved in the Global Offering.

Neither the delivery of this prospectus nor any offering, sale or delivery made in connection
with the Offer Shares should, under any circumstances, constitute a representation that there has
been no change or development reasonably likely to involve a change in our affairs since the date
of this prospectus or imply that the information contained in this prospectus is correct as of any

date subsequent to the date of this prospectus.

Details of the structure of the Global Offering, including its conditions, are set out in
“Structure of the Global Offering”, and the procedures for applying for the Hong Kong Offer
Shares are set out in “How to Apply for Hong Kong Offer Shares” and in the GREEN Application
Form.
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UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
prospectus and the GREEN Application Form set out the terms and conditions of the Hong Kong
Public Offering.

The Listing is sponsored by the Joint Sponsors. The Hong Kong Public Offering is fully
underwritten by the Hong Kong Underwriters under the terms of the Hong Kong Underwriting
Agreement and is subject to us and the Joint Representatives (for themselves and on behalf of the
Underwriters) agreeing on the Offer Price. An International Underwriting Agreement relating to
the International Offering is expected to be entered into on or around Friday, January 29, 2021,

subject to the Offer Price being agreed.

If, for any reason, our Company and the Joint Representatives (for themselves and on behalf
of the Underwriters) are unable to reach an agreement on the Offer Price on or before Tuesday,
February 2, 2021, the Global Offering will not proceed and will lapse. For full information about

the Underwriters and the underwriting arrangements, see “Underwriting” in this prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE CLASS B SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering
will be required to, or be deemed by his/her acquisition of the Class B Shares to, confirm that
he/she is aware of the restrictions on offers of the Offer Shares described in this prospectus and
the GREEN Application Form.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction
other than in Hong Kong, or the distribution of this prospectus and/or the GREEN Application
Form in any jurisdiction other than Hong Kong. Accordingly, this prospectus and/or the GREEN
Application Form may not be used for the purpose of, and does not constitute, an offer or
invitation in any jurisdiction or in any circumstances in which such an offer or invitation is not
authorized or to any person to whom it is unlawful to make such an offer or invitation. The
distribution of this prospectus and the offering of the Offer Shares in other jurisdictions are subject
to restrictions and may not be made except as permitted under the applicable securities laws of
such jurisdictions pursuant to registration with or authorization by the relevant securities

regulatory authorities or an exemption therefrom.
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APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the granting of the listing of, and permission to
deal in, the Class B Shares in issue (including the Class B Shares on conversion of the Preferred
Shares) and the Class B Shares to be issued pursuant to the (i) Global Offering, (ii) the exercise of
the Over-allotment Option, (iii) the Pre-IPO ESOP, the Post-IPO Share Option Scheme and
Post-IPO RSU Scheme and (iv) conversion of Class A Shares into Class B Shares on a one to one

basis/the Class B Shares that are issuable upon conversion of the Class A Shares.

No part of our Company’s Shares or loan capital is listed on or dealt in on any other stock
exchange and no such listing or permission to list is being or proposed to be sought in the near
future. All the Class B Shares will be registered on the branch register of our Company in Hong

Kong in order to enable them to be traded on the Stock Exchange.

COMMENCEMENT OF DEALINGS IN THE CLASS B SHARES

Dealings in the Class B Shares on the Stock Exchange are expected to commence at 9:00
a.m. on Friday, February 5, 2021. The Class B Shares will be traded in board lots of 100 Class B
Shares each. The stock code of the Class B Shares will be 1024.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment made in respect of any application will be invalid if the listing of, and
permission to deal in, the Class B Shares on the Stock Exchange is refused before the expiration of
three weeks from the date of the closing of the application lists, or such longer period (not
exceeding six weeks) as may, within the said three weeks, be notified to our Company by the

Stock Exchange.

ADMISSION OF THE CLASS B SHARES INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Class B Shares on the
Stock Exchange and our compliance with the stock admission requirements of HKSCC, our Class
B Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS with effect from the Listing Date or any other date HKSCC chooses. Settlement of
transactions between Exchange Participants (as defined in the Listing Rules) is required to take
place in CCASS on the second Business Day after any trading day. All activities under CCASS are
subject to the General Rules of CCASS and CCASS Operational Procedures in effect from time to
time. Investors should seek the advice of their stockbroker or other professional advisors for

details of the settlement arrangements as such arrangements may affect their rights and interests.
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All necessary arrangements have been made enabling the Class B Shares to be admitted into
CCASS.

REGISTER OF MEMBERS AND STAMP DUTY

Our Company’s principal register of members will be maintained by our principal registrar,
Maples Fund Services (Cayman) Limited, in the Cayman Islands and our Company’s Hong Kong
register of members will be maintained by our Hong Kong Share Registrar, Computershare Hong

Kong Investor Services Limited, in Hong Kong.

All Class B Shares issued pursuant to applications made in the Hong Kong Public Offering
and the International Offering will be registered on the Hong Kong branch register of members of
our Company in Hong Kong. Dealings in the Class B Shares will be subject to Hong Kong stamp
duty. Unless determined otherwise by our Company, dividends payable in Hong Kong dollars in
respect of Class B Shares will be paid to the Shareholders listed on the Hong Kong share register
of our Company, by ordinary post, at the Shareholders’ risk, to the registered address of each
Shareholder.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisors if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding or disposal of, and dealing in, our Class B Shares (or exercising rights attached to them).
None of us, the Joint Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint
Lead Managers, the Underwriters, any of their respective directors or any other person or party
involved in the Global Offering accepts responsibility for any tax effects on, or liabilities of, any
person resulting from the subscription, purchase, holding or disposal of, dealing in, or the exercise

of any rights in relation to, our Class B Shares.

OVER-ALLOTMENT AND STABILIZATION

Details of the arrangement relating to the Over-allotment Option and stabilization are set out

in “Underwriting” in this prospectus.
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EXCHANGE RATE CONVERSION

Solely for convenience purposes, this prospectus includes translations among certain amounts
denominated in Renminbi, Hong Kong dollars and U.S. dollars. No representation is made that the
amounts denominated in one currency could actually be converted into the amounts denominated

in another currency at the rates indicated, or at all.

Unless indicated otherwise: (a) the conversion between Hong Kong dollars and Renminbi was
made at the rate of HK$1.1957 to RMB1.00; (b) the conversion between Hong Kong dollars and
U.S. dollars was made at the rate of HK$7.7536 to US$1.00; and (c) the translation between
Renminbi and U.S. dollars was made at the rate of RMB6.4845 to US$1.00. The HK$ to RMB,
HK$ to US$ and RMB to US$ exchange rates are quoted by the People’s Bank of China for
foreign exchange transactions prevailing on January 18, 2021. Any discrepancies in any table

between totals and sums of amounts listed therein are due to rounding.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Translated English names of Chinese laws and
regulations, governmental authorities, departments, entities, enterprises (including certain of our
subsidiaries), institutions, natural persons, facilities, certificates, titles and the like included in this
prospectus and for which no official English translation exists are unofficial translations for

identification purposes only. In the event of any inconsistency, the Chinese names will prevail.

ROUNDING

Unless otherwise stated, all the numerical figures are rounded to one decimal place.

Any discrepancies between totals and sums of amounts listed in any table or chart are due to

rounding.
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DIRECTORS

Name

Nationality

Executive Directors

Mr. SU Hua (15 %)

Mr. CHENG Yixiao (F£—%%)

Non-executive Directors

Mr. LI Zhaohui (Z= i)

Mr. ZHANG Fei (%)

Dr. SHEN Dou (I#})

Mr. LIN Frank (ARIKAR)
(alias LIN Frank Hurst)

Room 2009
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Haidian District
Beijing

the PRC

609, Unit 6
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3 Yumin Street
Shunyi District
Beijing
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2 Anhui Dongli
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Beijing

the PRC

2/F No. 16
Siena One
Discovery Bay
Lantau Island
Hong Kong
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This section contains certain information, statistics and data which are derived from
different official government publications, available sources from public market research and
other sources from independent suppliers. The information from official government
publications, available sources from public market research and other sources from independent
suppliers may not be consistent with information available from other sources within or outside
the PRC and Hong Kong. We believe that the sources of the information in this section are
appropriate sources for such information and have taken reasonable care in extracting and
reproducing such information. We have no reason to believe that such information is false or
misleading or that any fact has been omitted that would render such information false or
misleading in any material respect. However, other than iResearch, neither we nor any other
party involved in the Global Offering have independently verified such information, and neither
we nor any other party involved in the Global Offering are giving any representation as to the
accuracy or completeness of such information. As such, investors are cautioned not to place any
undue reliance on the information, including statistics and estimates, set out in this section or
similar information included elsewhere in this prospectus. For a discussion of risks relating to

our industry, see “Risk Factors — Risks Related to Our Business.”

SOURCE OF INFORMATION

We commissioned iResearch to conduct market research concerning the short video and live
streaming industry. We believe that iResearch has specialized research capabilities and experience
in this industry in China. Except as otherwise noted, all of the data and forecasts contained in this
section are derived from the iResearch Report. All references to DAUs in this section refer to daily
active users by unique mobile device.

The iResearch Report

iResearch is an independent market intelligence provider that provides market research,
information and advice to companies in various industries, including the short video and live
streaming industry. We have agreed to pay a commission fee of approximately RMB960,000 for
the iResearch Report. The iResearch Report was compiled using both primary and secondary
research conducted in China. The primary research involved expert interviews and company
interviews. The secondary research utilized information and statistics published by government
departments, industry associations, publications and studies by industry experts, public company
annual and quarterly reports, iResearch’s other research reports, online resources and data from
iResearch’s research database.

iResearch’s projection on the size of each of the related markets in China takes into
consideration various factors, including (i) historical market size data, (ii) the public filings of, and
other publicly available information regarding, short video and live streaming-based social
platforms, and those companies’ projections of the related industries from iResearch’s interviews
or communications with them, (iii) the projections of other industry experts, and (iv) iResearch’s
views and estimates of industry developments. iResearch has prepared the iResearch Report on the
assumptions that (i) the social, economic and political environments of China will remain stable
during the forecast period, which ensures a sustainable and steady development of China’s mobile
internet industry, (ii) the data quoted from authoritative agencies remains unchanged, (iii) related
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key industry drivers remain relevant and applicable in the forecast period, and (iv) there will be no
subversive changes to the related industries. The reliability of the iResearch Report may be
affected by the accuracy of the foregoing assumptions and factors.

Directors’ Confirmation

Our Directors have confirmed, after making reasonable inquiries and exercising reasonable
care, that there is no adverse change in the market information since the date of publication of the
iResearch Report, which may qualify, contradict or impact the information in this Industry
Overview section.

INCREASING MOBILE TIME SPENT ON VIDEO

Video is an increasingly popular content format for online experiences as it captures the
richness of moments and makes real-time engagement more natural and close to in person. The
proliferation of the mobile internet and development of smart devices, bandwidth and mobile
infrastructure, particularly the expansion of 4G and introduction of 5G, will continue to spur this
development.

As a new and evolving content format, video is capturing the attention of mobile internet
users globally. According to iResearch, globally, mobile internet users on average spent 3.37 hours
online each day in 2019, and are expected to spend 3.90 hours online each day by 2025.
Approximately 23.5% of that time was spent on video-based social and entertainment platforms in
2019, which is expected to reach 32.8% by 2025.

China is leading the development of video-based mobile experiences globally. According to
iResearch, China had the world’s largest mobile internet population of 873 million users in 2019,
representing 23.0% of mobile internet users globally. According to iResearch, China’s mobile
internet user population is expected to reach 1.1 billion by 2025, with penetration rate increasing
from 62.4% to 78.5%.

China mobile internet user population and mobile internet penetration, 2015A-2025E

2015 2016A 2017A 2018A 2019A 2020E 2021E 2022E 2023E 2024E 2025E

Mobile internet users

(in millions) . . . . . 620 095 753 817 873 943 995 1,038 1,076 1,109 1,137
Mobile internet

penetration rate (%) . 453%  50.6%  544%  58.8% 624%  669% 702% 128% 750% 17.0%  78.5%

Source: iResearch (2015A-2019A data based on CNNIC)
Mobile internet users in China on average spent 4.35 hours online each day in 2019,
compared to 2.90 hours in 2015, and are expected to spend 5.73 hours online each day by 2025.

Approximately 29.7% of that time was spent on video-based social and entertainment platforms in
2019, which is expected to reach 36.3% by 2025.
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China mobile internet users’ average daily time spent online by core app function”,

2015A vs. 2019A vs. 2025E

Hours
6.00 5.73
5.00
435
4.00
2.90
3.00 33.3%
2.00 40.6%
46.0%
1.00 36.3% <
1.7% 29.7%
21.8%
0.00
Mid-to-long video m Short video and live streaming m Instant messaging
® Online music and audio Online literature ® Online games
Others®
I_ _| Video-based social and entertainment® i_ _} Non-video-based social and entertainment®

Source: iResearch

(1) Average daily time spent by device.

(2)  Including news, e-commerce, local services, tools and utility apps, etc.

3) Including mid-to-long video, short video and live streaming.

(4)  Including instant messaging, online music and audio, online literature, and online games.

EMERGENCE OF VIDEO-BASED SOCIAL PLATFORMS

The earliest social platforms focused around connecting people through text, pictures and
audio. Over time, the content formats used on social platforms and user behavior on those
platforms have evolved along with the continuous advancement of hardware, bandwidth, storage
and computing power. The continued proliferation of better on-device cameras and faster
connectivity in 4G and 5G mobile broadband have made on-demand video capturing and sharing a
reality for many internet users. As video is able to capture moments in a real, rich and succinct
manner, it has encouraged entirely new social behaviors. This has also enabled innovation in form
and function of video such as videos of varying lengths that cater to different social and
entertainment needs during fragmented time. As a result, for social platforms, interactions have
become more vibrant and natural, with video content augmenting the authenticity of the
connections. This is especially true with live streaming as social interaction becomes even more
natural.

Two notable forms of video that are gaining popularity on social platforms are short video
and live streaming. Led by China, short video and live streaming gained traction in 2012 and 2009,
respectively, according to iResearch. Short video addresses users’ need for social entertainment
activity during their fragmented time while live streaming addresses users’ need to be social and
engage in real time. According to iResearch, average share of mobile internet users’ daily time
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spent on short video and live streaming on short video and live streaming platforms has increased
from 1.7% in 2015 to 15.6% in 2019, and is expected to reach 25.1% by 2025 in China. Global
social and content platforms have tried to capture this trend. Today, global leading social and
content platforms use short video and live streaming, in addition to text, pictures and audio, to
deliver a highly engaging and interactive experience for users.

Key drivers for short video and live streaming-based social platforms include:

. Rising mobile internet penetration and advancements in mobile infrastructure continue
to drive the growth of the mobile internet population and enable people to consume and
share more digital content conveniently at a lower cost;

. Better engagement through short video and live streaming, compared to text, pictures
and audio-based content. Short video and live streaming content is a vivid combination
of visual, sound and motion that facilitates a more interactive experience, allowing these
forms of content to gain significant popularity in recent years;

. Increasing ease and lower cost of content creation, which are driven by the rising
penetration of smart mobile devices and advanced technology applied to mobile apps,
democratize content creation for users and enhance the quality and quantity of video
content; and

. Needs for self-expression and social recognition are better fulfilled through short video
and live streaming as they convey real, rich and dynamic content and are easy to share
and consume.

Short Video

Short videos are rich and succinct, which makes them suitable for addressing users’
fragmented time. They are easy to produce and consume and can be readily shared, which gives
them the potential to go viral. These characteristics enable short video platforms to benefit from a
strong degree of virality and network effects.

Short videos are a global phenomenon. Apps based on short videos have emerged and social
platforms have incorporated short videos into their user experiences.

The rapid development of short video has been led by China. It had the world’s largest user
base of short video, representing approximately 80% of users of short video platforms globally in
2019, according to iResearch. Short video users in China are expected to continue to grow at a fast
pace primarily due to the suitability of short videos to address users’ fragmented time, although
the rate of such growth is expected to moderate as the user base expands as a percentage of overall
mobile internet users. Average DAUs of short video platforms in China reached 495.7 million in
2019 and is expected to reach 899.9 million by 2025, with average daily time spent per DAU on
the platforms increasing from 67.0 minutes in 2019 to 110.2 minutes in 2025.
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The following table sets forth China short video platform average DAUs and average daily
time spent per DAU for the periods indicated:

China short video platform average DAUs and
average daily time spent per DAU, 2015A-2025E

2015A-  2019A-
20194 2025E
20154 2016A  2017A 20184 20194  2020E  2021E  2022E  2023E  2024E  2025E CAGR  CAGR

Short video platform

average DAUs (in

millions) . . ... ... 318 431 1424 3518 4957 6294 7130 7737 8217 8619 8999 98.6% 10.4%
Average daily time spent

per DAU (minutes) . . . 416 460 519 587  67.0 843 932 992 1037 1073 1102 127%  8.6%

Source:  iResearch

Live Streaming

Live streaming enables real-time video engagement and is a highly social form of content.
Users can interact with each other in real time and discover and participate in a broad range of
activities, such as games, music shows and outdoor activities. Users on live streaming platforms
are able to create and share various content and enjoy an interactive and immersive experience.
The proliferation of smartphones in recent years has ignited the popularity of live streaming
globally as anyone can easily participate as either a streamer or a viewer.

Globally, live streaming platforms started garnering widespread attention and validation from
2010 through the live streaming of shows, and then later through other social and entertainment
use cases.

China has led the rapid commercialization of live streaming globally. It had the world’s
largest user base of live streaming, representing approximately 50% of users of live streaming
platforms globally in 2019, according to iResearch. Live streaming users in China are expected to
continue to grow at a fast pace due to the highly social, interactive and immersive nature of live
streaming, although the rate of such growth is expected to moderate as the user base expands. Live
streaming platform average DAUs in China reached 213.4 million in 2019 and is expected to reach
512.8 million by 2025, with average daily time spent per DAU increasing from 33.2 minutes in
2019 to 51.9 minutes in 2025.

The following table sets forth China live streaming platform average DAUs and average daily
time spent per DAU for the periods indicated:

China live streaming platform average DAUs and
average daily time spent per DAU, 2015A-2025E

2015A-  2019A-
20194 2025E
20154 2016A  2017A 20184 20194  2020E  2021E  2022E  2023E  2024E  2025E CAGR  CAGR

Live streaming platform

average DAUs (in

millions) . . ... ... 357 565 931 1351 2134 3045 3556 4017 4421 4793 5128 564% 15.7%
Average daily time spent

per DAU (minutes) . . . 195 231 264 298 332 357 392 428 465 496 519 142%  77%

Source: iResearch
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Landscape of Video-Based Social Platforms

Social platforms have evolved alongside the emergence of video. Traditional social
networking platforms that were primarily text, pictures and audio-based have incorporated video
content into their user experiences. At the same time, social and content platforms that are built on
video, particularly short video and live streaming, have emerged. Video is playing an increasingly
critical role globally in social activities on mobile devices. According to iResearch, video-based
social platforms facilitate social interaction with video as the primary content format, and include
the aforementioned types of social platforms.

Globally, we are one of two video-based social platforms at scale primarily focused on both
short video and live streaming content formats. In China, there are several social platforms that are
built on short video or live streaming content. Some are focused on specific content genres such as
online games or entertainment while others cater to diversified social and entertainment use cases.
While there is some degree of user overlap among them, platforms differentiate themselves by
providing differentiated user experiences and engagement. According to iResearch, Company E
and our Company are the world’s largest and second largest short video platforms respectively by
average DAUs for the nine months ended September 30, 2020.

Platforms with more diverse content and more vibrant content creation ecosystems are better
equipped to address the evolving needs of users with different backgrounds and interests. As the
below chart shows, we have the most active content community among the top video-based social
platforms in China in terms of percentage of average MAUs who create content, a measure of the
activeness of a content community in terms of the proportion of users who create content
according to iResearch. The more active a content community is, the more likely users are to
contribute content to and actively participate in that community as opposed to merely being a
consumer of content.

The chart and table below set forth a comparison and key operating metrics of short video
and live streaming platforms in China for the periods indicated based on information provided by
iResearch:

Comparison of Short Video and Live Streaming Platforms in China in the Nine Months
Ended September 30, 2020

Average daily time spent per DAU (minutes)
100

Company E
90 A Kuaishou

80
Company B
70

60

50 Company C©

6)
Company A @ Company D

40
0% 5% 10% 15% 20% 25% 30%

Content creators as a % of average MAUs®
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Key Operating Metrics of Short Video and Live Streaming Platforms in China
in the Nine Months Ended September 30, 2020

Kuaishou”  Company A®  Company B  Company C®  Company D®  Company E”

Primary content format. . . ... .. Short video Live Live Live Live  Short video

& live streaming streaming streaming streaming & live

streaming streaming

Average DAUs (millions)® . . . . 275.9 38 1.1 12.9 335 426.2

Average daily time spent per DAU 88.3 46.7 75.1 51.6 48.9 92.2
(minutes)® ... ... ...

Total revenue (RMB billions) . . . . 40.7 8.3 7.9 7.3 9.6 N.A.

Live streaming revenue 25.3 7.9 1.5 6.8 6.7 N.A.
(RMB billions) . . .........

Average total revenue per DAU" 0.5 8.0 26 21 1.0 N.A.
(RMB) ................

Source: iResearch

(1)

(2)

(3)
(4)
(5)
(6)
(7)

(8)
9)

On Kuaishou App for average DAUs, content creators as a percentage of average MAUs, average daily time spent
per DAU, and average total revenue per DAU

Measures the activeness of a content community in terms of the proportion of users who create content. Content
creators calculated as the average number of unique user accounts per month that uploaded short videos plus the
average number of unique user accounts per month that streamed content. MAUs refer to monthly active users by
unique user accounts. The more active a content community is, the more likely users are to contribute content to
and actively participate in that community as opposed to merely being a consumer of content.

Company A is a social and entertainment live streaming platform owned by a U.S.-listed company.

Company B is a U.S.-listed online game live streaming platform.

Company C is a U.S.-listed online game live streaming platform.

Company D is a social and entertainment live streaming platform owned by a U.S.-listed company.

Company E is a privately-owned family of short video and live streaming apps in China that caters to diversified
social and entertainment use cases. iResearch is unable to reliably estimate total revenue, live streaming revenue
and average total revenue per DAU of Company E as it is privately owned.

By unique mobile devices

Computed as average total revenue per day divided by average DAU by unique mobile devices

As social and content platforms continue to develop, industry consolidation through mergers

and acquisitions may arise opportunistically as platforms seek to grow their users, business scale

and capabilities in different content formats.

Major cost components of video-based social platforms primarily include costs of maintaining

and growing the platform as well as direct costs associated with various monetization channels.

Costs of maintaining and growing the platform primarily include bandwidth and server custody

costs, sales and marketing costs, research and development costs, as well as other operating

expenses. Costs of maintaining and growing the platform are generally a function of the activity

on the platform, which increases along with growth in user base, total length of videos viewed and
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degree of social interaction on the platform. Direct costs associated with various monetization
channels primarily include, in the case of virtual gifting for instance, revenue shared with
streamers as well as payment processing costs from payments for virtual gifts. Direct costs
associated with various monetization channels generally grow alongside the revenue scale of the

channel.

Monetization Opportunities for Video-Based Social Platforms

Social platforms that have incorporated short video and live streaming have vibrant
ecosystems where users engage on a diverse range of topics and user needs arise naturally.
Traditionally, short video and live streaming platforms have monetized primarily through virtual
gifting and online marketing services. However, as these platforms evolve, new market
opportunities will arise across a multitude of industries, such as e-commerce, online games, online
education, local services, among others. Platforms with stronger social attributes and interactions
will give rise to stronger network effects and have the ability to foster a trusted ecosystem, a key

factor in capturing monetization opportunities.

Live streaming virtual gifting

Live streaming users express their appreciation and support for streamers by gifting them

virtual items. Virtual gifting also enriches interactions among streamers and their viewers.

Key drivers for the live streaming virtual gifting market include:

. Increasing live streaming users and time spent. Due to its real-time and social nature,
live streaming is gaining popularity as a way for socializing and entertainment, leading
to a fast-growing user base and time spent, which in turn leads to a larger virtual gifting

market;

. Expanding live streaming content offerings and improving quality. As live streaming
platforms evolve, the content genres are expanding to cover a wider range of interests
appealing to a broader spectrum of user demographics. In addition, the advancement of
live streaming technology lowers the barriers to live streaming content creation and
improves content quality, leading to expanding content supply and better experiences for

viewers; and
. Users’ increasing willingness to pay. Rising disposable income in China will further

drive users’ willingness and ability to pay for quality content and reward content

creators.
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In China, live streaming virtual gifting revenue increased from RMB7.0 billion in 2015 to
RMB140.0 billion in 2019, and is expected to reach RMB416.6 billion in 2025, growing at a
CAGR of 19.9%, according to iResearch.

China live streaming virtual gifting market size by revenue

2015A- 2019A-
20194 2025E

(RMB in billions) 20154 2016A  2017A 2018 20194  2020E  2021E  2022E  2023E  2024E  2025E CAGR  CAGR
Live Streaming Virtual
Gifting . . .. ... .. 70 245 529 866 1400 1826 2239 2692 3177 3672 4166 111.8% 19.9%

Source: iResearch

Online marketing services

Online marketing services mainly comprise advertising, which is a natural means of
monetization for short video and live streaming-based social platforms due to the broad user reach

and diversity of content, interests and needs that naturally arise through user engagement.
Key drivers for mobile advertising through short video and live streaming include:

. More users and increasing time share. As short video and live streaming capture an
increasing share of users’ time, advertisers are placing more importance to these
marketing channels. According to iResearch, short video and live streaming account for
15.6% of a user’s daily time spent on the mobile internet in China in 2019, which is
expected to reach 25.1% by 2025;

. Better user understanding and targeting. Massive user data generated from user
engagement, advanced technologies implemented by short video and live streaming
platforms to enable precise user understanding, and sophisticated advertising content

development and distribution lead to improved advertising efficiency and effectiveness;
and

. Superior and innovative ads formats. Compared with traditional ads formats, short video
and live streaming can carry richer and more dynamic and interactive content in a
succinct way, conveying the message in a more effective manner that is increasingly

valued by advertisers.
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In China, the mobile advertising market has grown from RMB99.8 billion in 2015 to
RMB541.5 billion in 2019, and is expected to reach RMB1,706.1 billion in 2025, growing at a
CAGR of 21.1%, driven by the proliferation of the mobile internet, according to iResearch. Short

video and live streaming are increasingly popular channels for mobile advertising, accounting for
15.0% of the mobile advertising market in 2019 and reaching 27.3% in 2025.

China mobile advertising market size by revenue

2015A-  2019A-
20194 2025E

(RMB in billions) 20154 2016A  2017A 20184  2019A  2020E  2021E  2022E  2023E  204E  2025E CAGR  CAGR
Overall Mobile

Advertising Market

Size. . ......... 99.8 1750 2550 3663 5415 6787 8532 10513 1261.0 14786 1,706.1 52.6% 21.1%

Mobile Advertising
Through Short Video
and Live Streaming

Platforms

....... 0.1 1.6 32200 814 1351 1970 2678 3360 3973 4653 399.3% 33.7%

As% of total market size . 0.0%  09% 12%  55% 150% 199% 23.1% 2556 266% 269% 27.3%

Source:

iResearch

E-commerce

Short video and live streaming-based social platforms are effective for e-commerce due to
social interactions and trust.

Key drivers for e-commerce on short video and live streaming-based social platforms include:

Trust between buyers and merchants is more likely due to engagement around authentic
content from real people. This is further supported by interactions and word-of-mouth
recommendation as well as connections between users and content creators;

Richness of content and social interactivity create natural opportunities for e-commerce.
Additionally, short video and live streaming are effective means of raising product
awareness and sales;

More users and increasing time share expand user engagement scenarios and thus
broaden the possibilities for e-commerce needs to arise and be addressed on such
platforms; and

Development of e-commerce infrastructure in short video and live streaming platforms,
such as tools for store operations, logistics and customer service, enables merchants to
leverage short video and live streaming platforms to sell and promote a greater variety
of products more easily.
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Live streaming e-commerce on short video and live streaming-based social platforms is
becoming more common and will occur in more diverse ways over time. In China, the GMV of
live streaming e-commerce is expected to increase from RMB416.8 billion in 2019 to RMB6,417.2
billion in 2025, growing at a CAGR of 57.7%. This represents 4.2% of China’s retail e-commerce
market in 2019, and is expected to reach 23.9% by 2025.

The world’s largest live streaming e-commerce platform was a subsidiary of a publicly listed
company with live streaming e-commerce GMV of approximately RMB250 billion to RMB300
billion in the nine months ended September 30, 2020, according to iResearch. We were the world’s
second largest live streaming e-commerce platform, according to iResearch, with live streaming
e-commerce GMV of approximately RMB204 billion for the same period.

China retail e-commerce and live streaming e-commerce market size by GMV

2019A-

2025E
(RMB in billions) 20154 2016A 2017A 20184 2019A 2020E 2021E 2022E 2023E 2024E 2025E CAGR
Retail E-commerce . . . 38039 46816 62324 7907.8 99043 10936.1 13,6249 15939.3 18,828.8 22476.8 26,8320 18.1%
Live Streaming

E-commerce. . . . . . NA. N.A. 168 1205 4168 12299 20514 3,101.7 42029 53166 64172 51.7%
As % of Total Retail
E-commerce . . . .. NA. NA.  0.3% 15%  42% 112% 151% 195% 223% 23.7%  23.9%

Source: iResearch
Other monetization opportunities

The diversity of user needs that arise naturally through short video and live streaming
platforms gives rise to numerous opportunities for monetization, including but not limited to

online games, online education and local services:

. Online games. Short video and live streaming platforms partner with game producers
and publishers to distribute games to gamers and game enthusiasts on these platforms;

. Online education. Short video and live streaming platforms provide an immersive and
interactive experience, making them well suited to address users’ learning needs; and

. Local services. Authentic and personal interaction between users, as well as users and

content creators, allows for the promotion and recommendation of local services in a
natural manner.
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PRC REGULATORY FRAMEWORK

This section sets forth a summary of the most significant laws and regulations applicable to
our business and operations in China, but as the short video and live streaming industries are still
evolving in China, new laws and regulations may be adopted to require new licenses or permits in

addition to those we currently have.
REGULATIONS ON VALUE-ADDED TELECOMMUNICATIONS SERVICES
Licenses for Value-added Telecommunications Services

The Telecommunications Regulations of the PRC ({H#EANRILFNE B HA)) (the
“Telecommunications Regulations”), promulgated by the State Council on September 25, 2000
and last amended with immediate effect on February 6, 2016, provide the regulatory framework for
telecommunications service providers in the PRC. The Telecommunications Regulations classifies
telecommunications services into basic telecommunications services and value-added
telecommunications services. Providers of value-added telecommunications services are required to
obtain a license for value-added telecommunications services. According to the Catalog of
Telecommunications Services ({FE(FEH 8 HEk)), attached to the Telecommunications
Regulations and last amended by the MIIT on June 6, 2019, information services provided via

public communication network or the Internet are value-added telecommunications services.

As a subcategory of the value-added telecommunications services, Internet information
services are regulated by the Administrative Measures on Internet Information Services (< .54
B E HHEL)) (the “Internet Measures”), which was promulgated by the State Council on
September 25, 2000 and last amended with immediate effect on January 8, 2011. Internet
information services are defined as “services that provide information to online users through the
Internet”. The Internet Measures classifies Internet information services into non-commercial
Internet information services and commercial Internet information services. Commercial Internet
information service providers shall obtain an ICP License from appropriate telecommunications
authorities. An ICP License has a term of five years and can be renewed 90 days prior to its
expiration, according to the Administrative Measures for Telecommunications Businesses
Operating Licensing (A5 B AE FFa] & BIIHL) ), which was promulgated by the MIIT on
March 1, 2009, amended on July 3, 2017 and came into effect on September 1, 2017.
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Restrictions on Foreign Investment in Value-Added Telecommunications Services

The Regulations for the Administration of Foreign-Invested Telecommunications Enterprises
(CHM P E IR S M E)), promulgated by the State Council on December 11, 2001 and
last amended with immediate effect on February 6, 2016, requires foreign-invested value-added
telecommunications enterprises in China to be established as Sino-foreign joint ventures, and
foreign investors shall not acquire more than 50% of the equity interest of such an enterprise. In
addition, the main foreign investor who invests in such an enterprise shall demonstrate a good
track record and experience in such industry. Moreover, the joint ventures must obtain approvals
from the MIIT and the MOFCOM, or their authorized local counterparts, before launching the

value-added telecommunications business in China.

The Special Administrative Measures (Negative List) for the Access of Foreign Investment
(2020 Version) (KHMEHCEMEA R AE S (A G E))  (20204EM)) (the <2020 Negative
List”), was promulgated by the NDRC and the MOFCOM jointly on June 23, 2020 and came into
effect on July 23, 2020. According to the 2020 Negative List, the proportion of foreign
investments in an entity engages in value-added telecommunications business (except for
e-commerce, domestic multi-party communications, storage-forwarding and call centers) shall not
exceed 50%.

Pursuant to the Ministry of Information Industry Notice on Strengthening the Administration
of Foreign Investment in and Operation of Value-added Telecommunications Services ({5 & 2 %
I BR A T o A1 v 5 R e AR E S B RLAY AN ) (the “MII Notice™), issued by the Ministry
of Information Industry (the “MII”, which is the predecessor of the MIIT) on July 13, 2006,
domestic value-added telecommunications enterprises were prohibited to rent, transfer or sell
licenses for value-added telecommunications services to foreign investors in any form, or provide
any resources, premises, facilities or other assistance in any form to foreign investors for their

illegal operation of any value-added telecommunications business in China.
REGULATIONS RELATING TO INTERNET AUDIO-VISUAL PROGRAM SERVICES

Internet audio-visual program services are categorized as Internet culture business. The
Interim Administrative Provisions on Internet Culture ({EBFHCILEHEITHE)) (the
“Internet Culture Provisions”), promulgated by the MOC on May 10, 2003 and last amended
with immediate effect on December 15, 2017, provides that Internet culture activities are classified
into non-commercial Internet cultural activities and commercial Internet cultural activities. Under
the Internet Culture Provisions, Internet culture activities include: (i) the production, reproduction,
importation, distribution or streaming of Internet culture products (such as online music, online

game, online program, online series, online performance, online cartoon, etc.); (ii) the
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dissemination of culture products via Internet; and (iii) the exhibitions, competitions and other
similar activities concerning Internet culture products. To conduct commercial Internet culture

activities, ICB License is a prerequisite.

On April 13, 2005, the State Council promulgated Decisions on the Entry of the
Non-state-owned Capital into the Cultural Industry (<<E‘ﬁﬁi\3F®ﬁ§$?@]\j€ﬂi)§%ﬂ‘]%$%ﬁ§>).
On July 6, 2005, five PRC regulatory agencies, namely, the MOC, SARFT, the GAPP, the NDRC
and the MOFCOM, jointly adopted Opinions on Introducing Foreign Investments to the Cultural
Sector (CBHASCALSEHIH G| #EANE R #7 T & L) ). According to the above-mentioned regulations,
non-state-owned capital and foreign investors are generally not allowed to conduct the business of
transmitting audio-visual programs via information network. In addition, Internet cultural business

(except for music) remains a prohibited area for foreign investment on the 2020 Negative List.

According to the Administrative Regulations on Internet Audio-Visual Program Service ({H.
A AR B B R4S FLBLAE ) ) (the “Audio-Visual Regulations”), promulgated by the SARFT and
the MII on December 20, 2007, as amended on August 28, 2015, Internet audio-visual program
service refers to activities of making, editing and integrating audio-visual programs, providing
them to the general public via Internet, and providing such services to other people by uploading.
An Internet audio-visual program service provider shall obtain an Audio-Visual Permit issued by
the SARFT or complete certain registration procedures with the SARFT. On March 30, 2009, the
SARFT promulgated the Notice on Strengthening the Administration of the Content of Internet
Audio-Visual Programs (EA NS BB AEHIEE H A E AT EN)), which reiterates the
pre-approval requirements for the Internet audio-visual programs, including those on mobile
network (if applicable), and prohibits Internet audio-visual programs containing violence,
pornography, gambling, terrorism, superstition or other prohibited elements. The SAPPRFT issued
the Supplemental Notice on Improving the Administration of Online Audio-visual Content
Including Internet Drama and Micro Films (B #E—25 58 5 455 - B 5 G AR LR 6 H 4
PRAUMHFEHEFN)) on January 2, 2014. This notice stresses that entities producing online
audio-visual content, such as Internet drama and micro films, must obtain a permit for radio
television program production and operation, and that online audio-visual content service providers
shall not release any Internet drama or micro films that were produced by any entity lacking such
permit. For Internet drama or micro films produced and uploaded by individual users, the online
audio-visual service providers transmitting such content will be deemed responsible as a producer.
Further, under this notice, online audio-visual service providers can only transmit content uploaded
by individuals whose identity has been verified and such content shall comply with the relevant
content management rules. This notice also requires that online audio-visual content, including

Internet drama and micro films, to be filed with the relevant authorities before release.
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Pursuant to the Audio-Visual Regulations, providers of Internet audio-visual program services
are generally required to be either state-owned or state-controlled. According to the Official
Answers to Press Questions Regarding the Internet Audio-Visual Program Regulations (<l (.5
A BEE B IR H 2 ) & FC & M) published on the SARFT’s website on February 3, 2008,
the SARFT and MII clarified that providers of Internet audio-visual program services who had
legally engaged in such services prior to the adoption of the Audio-visual Regulations shall be
eligible to re-register their businesses and continue their operations of Internet audio-visual
program services so long as those providers have not been in violation of the laws and regulations.
This exemption will not be granted to Internet audio-visual program service providers established
after the adoption of the Audio-Visual Regulations. These policies have later been reflected in the
Notice on Relevant Issues Concerning Application and Approval of Audio-Visual Permit (<A
b 5 B A A BB LR AT B 3T 78D B A% LAEA B R A)), issued by SARFT on May
21, 2008 and amended on August 28, 2015.

According to the Administrative Provisions on Online Audio-visual Information Services
(A& S HRME BIRES & #BLE )), promulgated jointly by the CAC, the MCT and the NRTA on
November 18, 2019, online audio-visual information service providers shall authenticate user’s real
identity information based on organization code, identity card number, mobile phone number, etc.
Online audio-visual information service providers shall not serve users who fail to provide their
real identity information. Online audio-visual information service providers shall strengthen the
management of the audio-visual information posted by users, deploy and apply identification
technologies for illegal and non-real audio and video; if any user is found to produce, post or
disseminate content prohibited by laws or regulations, the transmission of such information shall
be ceased, and disposal measures such as deletion shall be taken to prevent the information from
spreading, and such service providers shall save relevant records, and report to the CAC, the MCT,
the NRTA, etc.

Under the Regulations on the Administration of Production of Radio and Television Programs
(CJERE B H RS EHBIE)), promulgated by the SARFT on July 19, 2004, as amended
on August 28, 2015, any entities that engage in the production of radio and television programs are
required to apply for a license from the SARFT or its local level counterparts. Entities with the
Radio and Television Production Operation License shall conduct their operations strictly within
the approved scope of production and operation. Except for radio and television broadcasting
institutions, the abovementioned permit holders shall not produce radio and television programs

concerning current political news or special topics, columns and other programs of the same kind.
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REGULATIONS RELATING TO ONLINE LIVE STREAMING SERVICES

On November 4, 2016, the CAC issued the Administrative Regulations on Online Live
Streaming Services (CH A EEMRFSEHHAME)) (the “Online Live Streaming Regulations”)
which came into effect on December 1, 2016. According to the Online Live Streaming
Regulations, all online live streaming service providers shall take various measures during
operation of live streaming services, including but not limited to: (i) establish platforms for
reviewing live streaming content, conducting classification and grading management according to
the online live streaming content categories, user scale and others, add tags to graphics, video,
audio or broadcast tag information for platforms; (ii) conduct verification on online live streaming
users with valid identification information (e.g., authentic mobile phone numbers) and validate the
registration of online live streaming publishers based on their identification documents (such as
identity documents, business licenses and organization code certificates); (iii) examine and verify
the authenticity of the identification information of online live streaming service publishers,
classify and file such identification information records with the Internet information offices at the
provincial level where they are located and provide such information to relevant law enforcement
departments upon legal request; (iv) enter into a service agreement with the users of online live
streaming services of which the essential clauses shall be under guidance of Internet information
offices at the provincial level, to clarify the rights and obligations of the parties and require them
to comply with the laws, regulations and platform conventions; and (v) establish a credit-rating
system and a blacklist system, to provide management and services according to such credit rating,
prohibit re-registration of accounts by online live streaming service users on the black list and

promptly report such users to relevant Internet information offices.

According to the Online Live Streaming Regulations, online live streaming service providers
and online live streaming publishers that provide Internet news information services without
licenses, or exceed the scope of their licenses, shall subject to punishment by the CAC and its
provincial counterparts which may include an order to cease such services and a fine of
RMB10,000 to RMB30,000. Other violations of the Online Live Streaming Regulations are subject
to punishment by the national and local Internet information offices; if such violations constitute

crime offense, criminal investigations or penalties may be imposed.
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On September 2, 2016, the SAPPRFT issued the Circular on Issues concerning Strengthening
the Administration of Online Live Streaming of Audio-Visual Programs (B fin i 48 4% 5 358 H
ERE RS I A B E R HT)) (the “Online Live Streaming Circular”). According to the
Online Live Streaming Circular, appropriate Audio-Visual Permit is a prerequisite for online
audio-visual live streaming of general cultural events of social communities, sports events,
important political, military, economic, social, and cultural events. Relevant information about
specific activities to be streamed shall be filled in advance to the provincial counterparts of the
SAPPRFT. Online audio-visual live streaming service providers shall censor and tape such
programs and retain them for at least 60 days for future check by the administrative departments;
and they shall have emergency plan in place to replace programs in violation of laws and
regulations. Bullet-screen comments shall be forbidden in the live streaming of important political,
military, economic, social, sports and cultural events. Special censor shall be appointed for
bullet-screen comments in the live streaming of general cultural events of social communities and
sports events. Hosts, guests and targets hired or invited by online audio-visual live streaming
programs shall meet following requirements: (i) patriotic and law-abiding; (ii) good public
reputation and social image, no scandals and misdeeds; (iii) dress, hairstyle, language and actions
are consistent with public order and good morals, and not drawing topics with vulgar contents or

contents inappropriate to discuss in public.

According to the Measures for the Administration of Cyber Performance Business Operations
(KA 4% 22 8088 05 B A5 B B8V ) ), promulgated by the MOC on December 2, 2016 and became
effective on January 1, 2017, a cyber-performance business entity engaging in cyber performance
business operations shall, in accordance with the Internet Culture Provisions, apply to the cultural
administrative department at the provincial level for an ICB License, and the license shall specify
the scope of its cyber performance. A cyber-performance business entity shall indicate the number
of its ICB License in a conspicuous position on its homepage. According to the 2020 Negative
List, foreign investors are prohibited from investing in an entity holding an ICB License (except
for music). Consequently, foreign investors are prohibited from investing in businesses that carry
out and operate the short video and live streaming and online game via platform(s), as these
businesses are deemed as businesses subject to foreign-investment prohibition by virtue of the

platform’s need to obtain an ICB License (except for music).

According to the Circular on Strengthening the Administration of the Online Show Live
Streaming and E-commerce Live Streaming (<B4 48 4E 75 &7 B 7% A1 56 i B3 6 PRV 28 R0))
issued by the NRTA on November 12, 2020, platforms providing online show live streaming or
e-commerce live streaming services shall register their information and business operations by
November 30, 2020. The overall ratio of front-line content analysts to live streaming rooms shall
be 1:50 or higher on such platforms. The training for content analysts shall be strengthened and
content analysts who have passed the training shall be registered in the system. A platform shall

report the number of its live streaming rooms, streamers and content analysts to the provincial

- 199 -



REGULATORY OVERVIEW

branch of the NRTA on a quarterly basis. Online show live streaming platforms shall tag content
and streamers by category. A streamer cannot change the category of the programs offered in his or
her live streaming room without prior approval from the platform. Users that are minors or without
real-name registration are forbidden from virtual gifting, and platforms shall limit the maximum
amount of virtual gifting per time, per day, and per month. When the virtual gifting by a user
reaches half of the daily/monthly limit, a consumption reminder from the platform and a
confirmation from the user by text messages or other means are required before the next
transaction. When the amount of virtual gifting by a user reaches the daily/monthly limit, the
platform shall suspend the virtual gifting function for such user for that day or month. To host any
e-commerce promotion events such as E-commerce Festival, E-commerce Day or Promotion Day
in the forms of live streaming, live performances, live variety shows and other live programs, the
platforms shall register the information of guests, streamers, content and settings with the local
branch of NRTA 14 business days in advance. Online e-commerce live streaming platforms shall
conduct relevant qualification examination and real-name authentication on businesses and
individuals providing live-streaming marketing services and keep complete examination and
authentication records, and shall not enable imposters or businesses or individuals without

qualification or real-name registration to conduct live-streaming marketing services.

REGULATIONS RELATING TO MOBILE INTERNET APPLICATIONS INFORMATION
SERVICES

In addition to the Telecommunications Regulations and other regulations above, mobile
Internet applications (the “APPs”) are specially regulated by the Administrative Provisions on
Mobile Internet Applications Information Services ({35 Ji 48 M F A2 715 B IRES & HEAR 2 ) )
(the “APP Provisions”), which was promulgated by the CAC on June 28, 2016 and became
effective on August 1, 2016. The APP Provisions sets forth the relevant requirements on the APP
information service providers and the APP Store service providers. The CAC and its local branches
shall be responsible for the supervision and administration of nationwide and local APP

information respectively.

App providers shall strictly fulfill their responsibilities of information security management,
and perform the following duties: (i) in accordance with the principles of “real name at
background, any name at foreground”, verify identities with the registered users through mobile
phone numbers etc.; (ii) establish and improve the mechanism for user information security
protection, follow the principles of “legality, appropriateness and necessity” in collection and use
of personal information, expressly state the purpose, methods and scope of information collection,
and obtain the users’ consent; (iii) establish and improve the verification and management
mechanism for the information content; adopt proper sanctions and measures such as warning,
limiting functions, suspending updates, and closing accounts, for releasing illegal information

content, as appropriate; keep records and report to the competent department; (iv) according to the
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law, protect and safeguard users’ “rights to know and rights to choose” during installation or use;
do not turn on the functions of collecting geographic location, reading address books, or using
cameras or recordings, without express statement to the users and the consent of the users; do not
turn on functions irrelevant to the services; do not tie up and install irrelevant Apps; (v) respect
and protect intellectual property rights; do not produce or release Apps which violate others’

intellectual property rights; and (vi) keep records of user log information for 60 days.
REGULATIONS ON INTERNET ADVERTISEMENT

The Advertisement Law of the PRC (% A RILFIE & 1574 )), which was promulgated by
the SCNPC on October 27, 1994 and last amended on October 26, 2018, requires advertisers to
ensure that the content of the advertisements is true. The content of advertisements shall not
contain prohibited information, including but not limited to: (i) information that harms the dignity
or interests of the State or divulges the secrets of the State, (ii) information that contains wordings
such as “national level”, “highest level” and “best”, and (iii) information that contains ethnic,
racial, religious, sexual discrimination. Advertisements posted or published through the Internet
shall not affect normal usage of network by users. Advertisements published in the form of pop-up
window on the Internet shall display the close button clearly to make sure that the viewers can

close the advertisement by one-click.

On July 4, 2016, the SAIC promulgated the Internet Advertisement Measures which became
effective on September 1, 2016. The Internet Advertisement Measures regulates any advertisement
published on the Internet, including but not limited to, those on websites, webpage and APPs,
those in the forms of word, picture, audio and video. According to the Internet Advertisement
Measures, Internet information service providers must stop any person from using their
information services to publish illegal advertisements if they are aware of, or should reasonably be
aware of, such illegal advertisements even though the Internet information service provider merely
provides information services and is not involved in the Internet advertisement businesses. The
following activities are prohibited under the Internet Advertisement Measures: (i) providing or
using applications and hardware to block, filter, skip over, tamper with, or cover up lawful
advertisements provided by others; (ii) using network access, network equipment and applications
to disrupt the normal transmission of lawful advertisements provided by others or adding or
uploading advertisements without permission; or (iii) harming the interests of others by using false

statistics or traffic data.
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REGULATIONS ON E-COMMERCE SERVICES

The SAIC adopted the Interim Measures for the Administration of Online Commodities
Trading and Relevant Services (H9%& i i 28 5 S A BIIRTSAT B B B AT H#5) ) on May 31, 2010
and replaced those measures with the Administrative Measures for Online Trading ({4845 3¢ 7 & 31
WEE)) on January 26, 2014, which became effective on March 15, 2014. On December 24, 2014,
the MOFCOM promulgated the Provisions on the Procedures for Formulating Transaction Rules of
Third Party Online Retail Platforms (Trial) ({HH4&ZEE =77 & 385 H A E 2 5 HE Gl
17))) to regulate the formulation, revision and enforcement of transaction rules for online retail
marketplace platforms. These measures impose more stringent requirements and obligations on
online trading or service operators as well as marketplace platform providers. For example,
marketplace platform providers are obligated to make public and file their transaction rules with
MOFCOM or its respective provincial counterparts, examine the legal status of each third-party
merchant selling products or services on their platforms and display on a prominent location on a
merchant’s web page the information stated in the merchant’s business license or a link to its
business license, and group buying website operators must only allow a third-party merchant with
a proper business license to sell products or services on their platforms. Where marketplace
platform providers also act as online distributors, these marketplace platform providers must make
a clear distinction between their online direct sales and sales of third-party merchant products on

their marketplace platforms.

On August 31, 2018, the SCNPC promulgated the E-Commerce Law, which came into effect
on January 1, 2019. The E-commerce Law imposes a series of requirements on e-commerce
operators including e-commerce platform operators, merchants operating on the platform and the
individuals and entities carrying out business online. According to the E-commerce Law,
e-commerce operators who provide search results based on consumers’ characteristics such as
hobbies and consumption habits shall also provide consumers with options that are not targeted at
their personal characteristics at the same time, respect and fairly protect the legitimate interests of
the consumers. The E-commerce Law requires the e-commerce platform operators to: (i) verify and
register the identities, addresses, contacts and licenses of merchants who apply to provide goods or
services on its platform, establish registration archives and update this information on a regular
basis; (ii) record and retain information of the products and services published on its platform, as
well as transaction information, for a no less than three years unless otherwise provided by laws
and regulations, and ensure the completeness, confidentiality and availability of this information;
(iii) use noticeable labels to clearly distinguish the products or services provided by the platform
operators from those provided by merchants; (iv) submit the identification information of the
merchants on its platform to market regulatory administrative authorities as required and remind
the merchants to complete the registration with market regulatory administrative authorities; (v)
submit identification information and tax-related information to tax authorities as required in

accordance with the laws and regulations regarding the administration of tax collection and remind
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the individual merchants to complete the tax registration; (vi) display the platform service
agreement and the transaction rules or links to this information on the homepage of the platform;
(vii) establish a credit evaluation system and publish the credit evaluation rules, and provide
consumers with methods to evaluate products sold or services provided on the platform; and (viii)
establish intellectual property rights protection rules, and take necessary measures against
infringement of intellectual property rights by merchants on its platform. In addition, e-commerce
platform operators are not allowed to impose unreasonable restrictions over or add unjustified
conditions to transactions concluded on their platforms by merchants, or charge merchants

operating on its platform any unreasonable fees.

According to the E-commerce Law, e-commerce platform operators are required to assume
joint liability with the merchants and may be subject to warnings and fines up to RMB2,000,000
where (i) they fail to take necessary actions when they know or should have known that the
products or services provided by the merchants on the platform do not meet personal and property
security requirements, or otherwise infringe upon consumers’ legitimate rights; or (ii) they fail to
take necessary actions, such as deleting and blocking information, disconnecting, terminating
transactions and services, when they know or should have known that the merchants on the
platform infringe upon the intellectual property rights of others. With respect to products or
services affecting consumers’ health and safety, e-commerce platform operators will be held liable
if they fail to review the qualifications of merchants or fail to safeguard the interests of

consumers, and may be subject to warnings and fines up to RMB2,000,000.

According to the Notice on Lifting the Restriction to Foreign Shareholding Percentage in
Online Data Processing and Transaction Processing Business (Operational E-commerce) (B ik
B T A BCHE ol P B K8 B R PR SRS (RS SR TR AN E L LU R W %845 ) ) promulgated by  the
MIIT on June 19, 2015, as well as the 2020 Negative List, foreign investors are allowed to hold up
to 100% of all equity interest in the online data processing and transaction processing business
(operational e-commerce) in China. An e-commerce operator shall obtain a license for value-added
telecommunications services with the specification of online data processing and transaction
processing business (the “EDI License”) from appropriate telecommunications authorities,

pursuant to the Telecommunications Regulations and the Catalog of Telecommunications Services.

The Consumer Protection Law, which was promulgated by the SCNPC on October 31, 1993
and last amended on October 25, 2013 with effect from March 15, 2014, sets out the obligations of
business operators and the rights and interests of the consumers. Business operators must
guarantee the quality, function, usage and term of validity of the goods or services they sell or
provide. The consumers whose interests have been damaged due to their purchase of goods or
acceptance of services on online platforms may claim damages from the sellers or service
providers. Online platform operators may be subject to liabilities if the lawful rights and interests

of consumers are infringed in connection with consumers’ purchase of goods or acceptance of
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services on online platforms and the platform operators fail to provide consumers with authentic
contact information of the sellers or service providers. In addition, platform operators may be
jointly and severally liable with the sellers and service providers if they are aware or should be
aware that the sellers or the service providers are using the online platform to infringe upon the
lawful rights and interests of consumers and fail to take measures necessary to prevent or stop this
activity. On January 6, 2017, the SAIC issued the Interim Measures for No Reason Return of
Online Purchased Commodities within Seven Days (A3#4% 1 5 ps i L H M3 B3R B8 170D,
which came into effect on March 15, 2017, further clarifying the scope of consumers’ rights to
make returns without a reason, including exceptions, return procedures and online marketplace
platform providers’ responsibility to formulate seven-day no-reason return rules and related

consumer protection systems, and supervise the merchants for compliance with these rules.
REGULATIONS RELATING TO ONLINE GAMES
Regulatory Authorities

Pursuant to the Notice on Issuing the Provisions on the Main Functions, Internal Bodies and
Staffing of the General Administration of Press and Publication (National Copyright
Administration) (B ENEE (B S50 R R 48 28 (B0 WORE &y ) 32 IR A s AR A N B AR AR
7E ) W% A1) ) promulgated by the General Office of the State Council on July 11, 2008, the Notice
of the State Commission Office for Public Sector Reform on Interpretation of the State
Commission Office for Public Sector Reform on Several Provisions relating to Animation, Online
Game and Comprehensive Law Enforcement in Culture Market in the Three Provisions jointly
promulgated by the MOC, SARFT and the GAPP (<<'435’%1%%zﬁ%ééﬁ%&%%ﬁ%ﬂ%ﬂﬁh%ﬁﬁ
W AL AR ~ BB ARJR) - BT AR = e ) A BB - AR ORI SCAL T AR A
I SCRY R ) A1) ) on September 7, 2009, the Notice on Issuing the Provisions on the
Main Functions, Internal Bodies and Staffing of the State Administration of Press, Publication,
Radio, Film and Television promulgated by the General Office of the State Council (B2 ED
B (80 507 ) R R AR R T B R A SRR AN N B R B I3 %N)) on July 11, 2013, and
the Administrative Measures on Internet Publishing Services ({AH#% MU E IR E)) (the
“Internet Publishing Measures”) promulgated by the SAPPRFT and the MIIT on February 4,
2016 and took effective on March 10, 2016, the GAPP is responsible for the examination and
approval process of online games prior to online publication, the SAPPRFT is responsible for the
approval of game registration and issuance of game publication numbers, and after the online
games uploaded on the Internet, online games will be administered by the MOC. Moreover, if an
online game is launched on the Internet without the prior approval of the GAPP, the MOC will be
responsible for guiding the cultural market law enforcement team to conduct investigation and

punishment.
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In March 2018, the Central Committee of the Communist Party of China issued the Plan for
Deepening the Institutional Reform of the Party and State (¥E{b 2 H1 B ZHERE 4 /7 %€ ) ) and the
National People’s Congress promulgated the Decision of the First Session of the Thirteenth
National People’s Congress on the State Council Institutional Reform Proposal ({5t =) & A
R R 55 — U kR 7 IR 5 e M S ol o 7 R B E ) (collectively, the “Institutional
Reform Plans”). According to the Institutional Reform Plans, the SAPPRFT was reformed and
now known as the NRTA under the State Council, and the responsibility of the SAPPRFT for the
approval of online game registrations and issuance of game publication numbers has been
transferred to the NPPA, effective from March 21, 2018. The NPPA at the national level suspended
approval of game registration and issuance of publication numbers for online games since March
2018 and resumed to issue game publication numbers by batches periodically since December
2018. Beginning in December 2018, the NPPA at the national level started to approve new online

games.

On May 20, 2019, the MCT released the Notice on Adjusting the Scope of Examination and
Approval regarding the Internet Culture Operation License to Further Regulate the Approval Work
(CIRA 8 B (R AR SCAL AR 7 P ) ) S AL 38 B — 2 ML it TAERO% M) ) (the “ICB  Notice”),
which quotes the Regulations on the Function Configuration, Internal Institutions and Staffing of
the MCT (AL TR 4 HP K RE L & ~ N s MG AN N B 4m 8482 )) and further specifies that the
MCT no longer assumes the responsibility for administering the industry of online games. On July
10, 2019, the MCT issued the Abolition Decisions on the Interim Administrative Measures for the
Administration of Online Games and the Administrative Measures for Tourism Development
Plan( BRI B 11 CAE AR 22 1504 T A7 903 ) AN ik iz 3% )8 B4 BRI IORRZE D) (the  “Abolition
Decision”). The Abolition Decision also cites the Regulations on the Function Configuration,
Internal Institutions and Staffing of the MCT and further abolishes the Interim Measures for the
Administration of Online Games (A% /58S FE1THE%4)) (the “Online Game Measures”),
which means that the MCT will no longer regulate the industry of the online games. The Abolition
Decision reduced the regulatory burden on online game operators, as ICB License and
post-operation filings are no longer required for online games, and imported online games are no

longer subject to content review by the MCT.

As of the Latest Practicable Date, no laws, regulations or official guidelines have been
promulgated regarding whether the responsibility of MCT for regulating online games will be
undertaken by another governmental department. According to the currently effective PRC laws
and regulations, online games are regulated by the MIIT and the NPPA. The MIIT is responsible

for the issuance of ICP License, and the NPPA is responsible for the pre-approval on online games.
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Online Game Publication

Pursuant to the Internet Publishing Measures, online publications such as games provided to
the public through information networks must be approved by the SAPPRFT and obtain an Internet
Publishing Service License. According to the Internet Publishing Measures, before publishing an
online game, an online publishing service provider shall file application with the competent
provincial-level publishing administrative department where it is located and the application, if
reviewed and approved by such local authorities, shall be submitted to the SAPPRFT for further

approval.

The Notice on the Administration over Mobile Game Publishing Services (#5877 gk
Fi RS & S48 A1) ) (the “Mobile Game Notice”), which was issued by the SAPPRFT on May
24,2016 and took effect on July 1, 2016, provides that game publishing services providers shall be
responsible for examining the contents of their games and applying for game publication numbers
(R 9E). A mobile game shall not be published without the prior approval of the
SAPPRFT. For the purpose of the Mobile Game Notice, game publishing services providers refer
to online publishing service entities that have obtained the Internet Publishing Service License
from the SAPPRFT, with game publishing business included in their scope of business. To apply
for publication of domestically-developed mobile games in the leisure and puzzle category that are
not related to political, military, national or religious topics or contents and have no or simple
story lines, entities, the game publishing service providers shall submit the required documents to
competent provincial publishing administrative departments where it is located at least 20 working
days prior to the expected date of online publication (public beta). Game publishing service
providers applying for publication of domestically-developed mobile games that are not included
in the above-mentioned category and mobiles games that are authorized by foreign copyright
owners shall go through more stringent procedures, including submitting management accounts for
content review and testing account for game anti-indulgence system. The game publishing services
providers must set up a specific page to display the information approved by the SAPPRFT,
including the copyright owner of the game, publishing service provider, approval number,
publication number and others, and shall be responsible for examining and recording daily updates
of the game. Concerning those mobile games (including pre-installed mobile games) that have
been published and operated online before the implementation of this notice, other requirements
apply to maintain the publication and operation of such games online, relevant approval procedures
would have to be implemented by the game publishing service providers in coordination with the
provincial publication administrative departments before October 1, 2016 as required by this
notice. On September 19, 2016, the SAPPRFT further circulated the Notice on Extending the
Relevant Work Time Limit in the Notice on the Administration over Mobile Game Publishing
Services (A NEZE AR B it 15k H R IR & B A 3E A0) A B TAERFFRAYEAI)) to extend the
work time limit from October 1, 2016 to December 31, 2016.
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Internet publishing services, which include the publication of games, remains a prohibited

area for foreign investment on the 2020 Negative List.
Online Game Operations

The Online Game Measures that was issued by the MOC on June 3, 2010 and last amended
on December 15, 2017, comprehensively regulates the activities related to online game business,
including the research and development and production of online games, the operation of online
games, the standards for online games content, the issuance of virtual currencies used for online
games and virtual currency trading services. The Online Game Measures provides that any entity
engaging in online game operations must obtain an ICB License, and the content of an imported
online game must be examined and approved by the MOC prior to its launch.
Domestically-developed online games must be filed with the MOC within 30 days of its launch.
The Online Game Measures also requires online game operators to protect the interests of the
online game players and specified certain terms that must be included in the service agreements
between online game operators and its online game players. The Notice of the MOC on the
Implementation of the Interim Measures for the Administration of Online Games ({3CfLFFEA &
TR e AR 4% A 55 4 BT AT B ) (W38 N ) ) which was took effect on August 1, 2010 specifies the
entities regulated by the Online Game Measures and procedures related to the MOC’s review of
the content of online games, and emphasizes the protection of minors playing online games and

requests online game operators to promote real-name registration by their game players.

On July 10, 2019, the MCT issued the Abolition Decision, which specifies that the Online
Game Measures was abolished by the MCT on July 10, 2019. On August 19, 2019, the MCT
issued the Announcement on Results of Regulatory Documents Clean-up, which specifies that the
Notice of the MOC on the Implementation of the Interim Measures for the Administration of

Online Games was abolished.

According to the ICB Notice and the Abolition Decision, (1) the MCT is no longer
responsible for regulating the online games industry in the PRC and has ceased granting or
renewing any games-related ICB licenses; and (2) a currently valid games-related ICB license will

remain valid until the term of the license expires.
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Virtual Currency

On February 15, 2007, the Notice on Further Strengthening Administration of Internet Cafes
and Online Games (B #E— 25 Jin o 48 08 K 48 4% 2% B F TAERY4EH1)) (the “Internet Cafes
Notice”) was jointly issued by the MOC, the People’s Bank of China and other governmental
authorities with the goal of strengthening the administration of virtual currency in online games
and to avoid any adverse impact on the PRC economy and financial system. The Internet Cafes
Notice imposes strict limits on the total amount of virtual currency issued by online game
operators and the amount purchased by individual players and requires a clear division between
virtual transactions and real transactions carried out by way of electronic commerce. The Internet
Cafes Notice further provides that virtual currency should only be used to purchase virtual items

and prohibits any resale of virtual currency.

On June 4, 2009, the MOC and the MOFCOM jointly issued the Virtual Currency Notice. It
defines the meaning of the term “virtual currency” and places a set of restrictions on the trading
and issuance of virtual currency. The Virtual Currency Notice also states that online game
operators are also not allowed to give out virtual items or virtual currency through lottery-base
activities, such as lucky draws, betting or random computer sampling, in exchange for players’

cash or virtual money.

According to the Notice on Regulating the Operations of Online Games and Strengthening
Interim and Ex Post Regulation (i i 48 4% % 155 48 42 i o 5 b FAR BE A TAERIHEATD)) (the
“Interim and Ex Post Supervision Notice”) promulgated by the MOC on December 1, 2016 and
became effective on May 1, 2017, the virtual items, purchased by users directly with legal tender,
by using the virtual currencies of online games or by exchanging the virtual currencies of online
games according to a certain percentage and enable users to directly exchange for other virtual
items or value-added service functions in online games, shall be regulated pursuant to the
provisions on virtual currencies of online games. Online game operators shall not provide users
with services to exchange virtual currencies into legal currency. Where it provides users with the
option to exchange virtual currencies into physical items of minor value, the contents and value of
such physical items shall be in compliance with relevant laws and regulations of the State.
However, the Interim and Ex Post Supervision Notice has been abolished by the MCT on August
19, 2019.
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REGULATIONS ON INFORMATION SECURITY

Internet content in China is also regulated and restricted from a state security point of view.
The Decision Regarding the Safeguarding of Internet Security (<P A#ERE B AL 2 MIRED),
enacted by the SCNPC on December 28, 2000 and amended with immediate effect on August 27,
2009, makes it unlawful to: (i) gain improper entry into a computer or system of strategic
importance; (ii) disseminate politically disruptive information; (iii) leak state secrets; (iv) spread

false commercial information; or (v) infringe intellectual property rights.

The Administrative Measures for the Security Protection of International Connections to
Computer Information Network ({FtHHHE(E A0 4% B PRI 48 2 AR EE BEHHZE ) ), issued by the
Ministry of Public Security on December 16, 1997 and amended on January 8, 2011, prohibits the
use of the internet in ways that, among other things, result in a leakage of state secrets or the
distribution of socially destabilizing content. Socially destabilizing content includes any content
that incites defiance or violations of PRC laws or regulations or subversion of the PRC
government or its political system, spreads socially disruptive rumors or involves cult activities,
superstition, obscenities, pornography, gambling or violence. State secrets are defined broadly to
include information concerning PRC’s national defense affairs, state affairs and other matters as
determined by the PRC authorities.

In addition, the State Secrecy Bureau is authorized for the blocking of access to any website
it deems to be leaking state secrets or failing to comply with the relevant legislation regarding the

protection of state secrets.

On July 1, 2015, the SCNPC issued the National Security Law (B K% 47%)), which came
into effect on the same day. The National Security Law provides that the state shall safeguard the
sovereignty, security and cyber security development interests of the state, and that the state shall
establish a national security review and supervision system to review, among other things, foreign
investment, key technologies, internet and information technology products and services, and other

important activities that are likely to impact the national security of China.

On November 7, 2016, the SCNPC issued the Cyber Security Law ({##$%47%)), which
came into effect on June 1, 2017. This is the first Chinese law that focuses exclusively on cyber
security. The Cyber Security Law provides that network operators must set up internal security
management systems that meet the requirements of a classified protection system for cyber
security, including appointing dedicated cyber security personnel, taking technical measures to
prevent computer viruses, network attacks and intrusions, taking technical measures to monitor and
record network operation status and cyber security incidents, and taking data security measures
such as data classification, backups and encryption. The Cyber Security Law also imposes a

relatively vague but broad obligation to provide technical support and assistance to the public and
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state security authorities in connection with criminal investigations or for reasons of national
security. The Cyber Security Law also requires network operators that provide network access or
domain name registration services, landline or mobile phone network access, or that provide users
with information publication or instant messaging services, to require users to provide a real
identity when they sign up. The Cyber Security Law sets high requirements for the operational
security of facilities deemed to be part of the PRC’s “critical information infrastructure”. These
requirements include data localization, i.e., storing personal information and important business
data in China, and national security review requirements for any network products or services that
may impact national security. Among other factors, “critical information infrastructure” is defined
as critical information infrastructure, that will, in the event of destruction, loss of function or data
leak, result in serious damage to national security, the national economy and people’s livelihoods,
or the public interest. Specific reference is made to key sectors such as public communication and
information services, energy, transportation, water-resources, finance, public services and

e-government.

The Provisions on Technological Measures for Internet Security Protection ({44 24
FEFL TR ML E ) ), promulgated by the Ministry of Public Security on December 13, 2005 and
became effective on March 1, 2006, requires Internet service providers to keep records of certain
information about their users (including user registration information, log-in and log-out times, IP
addresses, content and time of posts by users) for at least 60 days. Under the Cyber Security Law,
network operators must also report any instances of public dissemination of prohibited content. If
a network operator fails to comply with such requirements, the PRC government may revoke its

ICP License and shut down its websites.

On March 13, 2019, the Office of the Central Cyberspace Affairs Commission (the
“OCCAC”) and the SAMR jointly issued the Notice on App Security Certification (B B & App
LA R T/EM /AR )) and the Implementation Rules on Security Certification of Mobile Internet
Application (KB ) B I A HE LT (App) X 2R /8 BB AI)),  which  encourages mobile
application operators to voluntarily obtain app security certification, and search engines and app

stores are encouraged to recommend certified applications to users.
REGULATIONS ON INTERNET PRIVACY

In recent years, PRC government authorities have enacted legislation on internet use to
protect personal information from any unauthorized disclosure. PRC law does not prohibit internet
content provision operators from collecting and analyzing personal information from their users.
However, the Internet Measures prohibits an internet content provision operator from insulting or

slandering a third party or infringing the lawful rights and interests of a third party.
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The Several Provisions on Regulating the Market Order of Internet Information Services ({#i
B G BB T 584 THLE)), promulgated by the MIIT on December 29, 2011 and
became effective on March 15, 2012, stipulates that internet content provision operators must not,
without user consent, collect user personal information, which is defined as user information that
can be used alone or in combination with other information to identify the user, and may not
provide any such information to third parties without prior user consent. Internet content provision
operators may only collect user personal information necessary to provide their services and must
expressly inform the users of the method, content and purpose of the collection and processing of
such user personal information. In addition, an internet content provision operator may only use
such user personal information for the stated purposes under the internet content provision
operator’s scope of service. Internet content provision operators are also required to ensure the
proper security of user personal information, and take immediate remedial measures if user
personal information is suspected to have been disclosed. If the consequences of any such
disclosure are expected to be serious, ICP operators must immediately report the incident to the

telecommunications regulatory authority and cooperate with the authorities in their investigations.

On July 16, 2013, the MIIT issued the Order for the Protection of Telecommunication and
Internet User Personal Information (&5 Al B4 H 5 8 A5 EAAERLE)). Most requirements
under the order that are relevant to internet content provision operators are consistent with
pre-existing requirements but the requirements under the order are often more stringent and have a
wider scope. If an internet content provision operator wishes to collect or use personal
information, it may do so only if such collection is necessary for the services it provides. Further,
it must disclose to its users the purpose, method and scope of any such collection or use, and must
obtain consent from its users whose information is being collected or used. Internet content
provision operators are also required to establish and publish their rules relating to personal
information collection or use, keep any collected information strictly confidential, and take
technological and other measures to maintain the security of such information. Internet content
provision operators are required to cease any collection or use of the user personal information,
and de-register the relevant user account, when a given user stops using the relevant internet
service. Internet content provision operators are further prohibited from divulging, distorting or
destroying any such personal information, or selling or providing such information unlawfully to

other parties.

The Cyber Security Law imposes certain data protection obligations on network operators,
including that network operators may not disclose, tamper with, or damage users’ personal
information that they have collected, and are obligated to delete unlawfully collected information
and to amend incorrect information. Moreover, internet operators may not provide users’ personal
information to others without consent. Exempted from these rules is information irreversibly
processed to preclude identification of specific individuals. Also, the Cyber Security Law imposes

breach notification requirements that will apply to breaches involving personal information.
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On January 23, 2019, the OCCAC, the MIIT, and the Ministry of Public Security, and the
SAMR jointly issued the Notice on Special Governance of Illegal Collection and Use of Personal
Information via Apps (B BH B Appit i & B S AR S B IEIRH A A %)),  which
restates the requirement of legal collection and use of personal information, encourages APP
operators to conduct security certifications, and encourages search engines and APP stores to

clearly mark and recommend those certified APPs.

On August 22, 2019, the CAC issued the Regulation on Cyber Protection of Children’s
Personal Information ({5t A(E B A4 IRERIED), effective on October 1, 2019. Network
operators are required to establish special policies and user agreements to protect children’s
personal information, and to appoint special personnel in charge of protecting children’s personal
information. Network operators who collect, use, transfer or disclose personal information of
children are required to, in a prominent and clear way, notify and obtain consent from children’s

guardians.

On November 28, 2019, the CAC, MIIT, the Ministry of Public Security and SAMR jointly
issued the Measures to Identify Illegal Collection and Usage of Personal Information by APPs
(CAppE 12 1B BICEE 1 FR S BAT B8 771%)), which lists six types of illegal collection and
usage of personal information, including “not publishing rules on the collection and usage of

personal information” and “not providing privacy rules.”

Pursuant to the Ninth Amendment to the Criminal Law of the PRC ({3 A B ILAN = | 418
Z(JL))), issued by the SCNPC on August 29, 2015 and became effective on November 1, 2015,
any Internet service provider that fails to fulfill its obligations related to Internet information
security administration as required under applicable laws and refuses to rectify upon orders shall
be subject to criminal penalty. In addition, Interpretations of the Supreme People’s Court and the
Supreme People’s Procuratorate on Several Issues Concerning the Application of Law in the
Handling of Criminal Cases Involving Infringement of Personal Information (B HFEAZALA R
1R NAF B IR 25 S 098 ik A T R E ) f ) ), issued on May 8, 2017 and effective as of June 1,
2017, clarified certain standards for the conviction and sentencing of the criminals in relation to
personal information infringement. In addition, on May 28, 2020, the National People’s Congress
adopted 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, use, process or transmit personal
information of others, or illegally purchase or sell, provide or make public personal information of

others.
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REGULATIONS RELATING TO INTELLECTUAL PROPERTY
Copyright

China has enacted various laws and regulations relating to the protection of copyright. China
is a signatory to some major international conventions on protection of copyright and became a
member of the Berne Convention for the Protection of Literary and Artistic Works in October
1992, the Universal Copyright Convention in October 1992, and the Agreement on Trade-Related
Aspects of Intellectual Property Rights upon its accession to the World Trade Organization in
December 2001.

The Copyright Law of the PRC ({H#E A\ RILFIE Z/EHELL) ) (the “Copyright Law”) which
was promulgated by the SCNPC on September 7, 1990 and last amended on February 26, 2010
provides that Chinese citizens, legal persons, or other organizations shall, whether published or
not, enjoy copyright in their works, which include, among others, works of literature, art, natural
science, social science, engineering technology and computer software. The purpose of the
Copyright Law aims to encourage the creation and dissemination of works which is beneficial for
the construction of socialist spiritual civilization and material civilization and promote the

development and prosperity of Chinese culture.

Under the Regulation on Protection of the Right to Network Dissemination of Information
(5 BB B])) that took effect on July 1, 2006 and was amended on January 30,
2013, it is further provided that an internet information service provider may be held liable under
various situations, including if it knows or should reasonably have known a copyright infringement
through the internet and the service provider fails to take measures to remove or block or
disconnects links to the relevant content, or, although not aware of the infringement, the internet
information service provider fails to take such measures upon receipt of the copyright holder’s
notice of infringement. The internet information service provider may be exempted from

indemnification liabilities under the following circumstances:

(i) any internet information service provider that provides automatic internet access service
upon instructions from its users or provides automatic transmission service for works,
performances and audio/visual products provided by its users is not required to assume
indemnification liabilities if (a) it has not chosen or altered the transmitted works,
performance and audio/visual products and (b) it provides such works, performances and
audio/visual products to the designated users and prevents any person other than such

designated users from obtaining access;
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(ii)

(ii)

(iv)

any internet information service provider that, for the sake of improving network
transmission efficiency, automatically stores and provides to its own users the relevant
works, performances and audio/visual products obtained from any other internet
information service providers, is not required to assume the indemnification liabilities if
(a) it has not altered any of the works, performances or audio/visual products that are
automatically stored; (b) it has not affected such original internet information service
provider in holding the information about where the users obtain the relevant works,
performances and audio/visual products; and (c) when the original internet information
service provider revises, deletes or shields the works, performances and audio/visual

products, it will automatically revise, delete or shield the same;

any internet information service provider that provides its users with information
memory space for such users to provide the works, performances and audio/visual
products to the general public via an informational network is not required to assume
the indemnification liabilities if (a) it clearly indicates that the information memory
space is provided to the users and publicizes its own name, contact person and web
address; (b) it has not altered the works, performances and audio/visual products that are
provided by the users; (c) it is not aware of or has no justified reason to know that the
works, performances and audio/visual products provided by the users infringe upon the
copyrights of others; (d) it has not directly derived any economic benefit from the
providing of the works, performances and audio/visual products by its users; and (e)
after receiving a notice from the copyright holder, it promptly deletes the allegedly

infringing works, performances and audio/visual products pursuant to the regulation; and

an internet information service provider that provides its users with search engine or
link services should not be required to assume the indemnification liabilities if, after
receiving a notice from the copyright holder, it disconnects the link to the allegedly
infringing works, performances and audio/visual products pursuant to the regulation,

unless it is aware of or should reasonably have known the infringement.

Measures on Administrative Protection of Internet Copyright (< B4 & EHEST UL 58 HF

%)), that were promulgated by the MII and National Copyright Administration (the “NCA”) and
took effect on May 30, 2005, provided that an internet information service provider shall take
measures to remove the relevant contents, record relevant information after receiving the notice
from the copyright owner that some content communicated through internet infringes upon his/its
copyright and preserve the copyright owner’s notice for 6 months. Where an internet information
service provider clearly knows an internet content provider’s tortuous act of infringing upon
another’s copyright through internet, or fails to take measures to remove relevant contents after
receipt of the copyright owner’s notice although it does not know it clearly, and meanwhile

damages public benefits, the infringer shall be ordered to stop the tortious act, and may be
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imposed of confiscation of the illegal proceeds and a fine of not more than 3 times the illegal
business amount; if the illegal business amount is difficult to be calculated, a fine of not more than
RMB100,000 may be imposed.

The Notice on Regulating Copyright Order of Internet Reproduction (B i # i 47 4% i & hix
RERLF % HN)) issued by the NCA in 2015 includes the following four major points: (i) clarify
certain important issues related to internet copyrights in existing laws and regulations, including
the definition of news, clarify statutory licenses that are not applicable to internet copyrights and
prohibit the distortion of title and work intent; (ii) guide the press and media to further improve
the internal management of copyrights, especially requesting the press to clarify the copyright
sources of their content; (iii) encourage the press and internet media to actively carry out
copyright cooperation; and (iv) ask the copyright administrations at all levels to strictly implement

copyright supervision.

The Computer Software Copyright Registration Measures ({7l M35 VERE S SCHEE))
(the “Software Copyright Measures”), promulgated by the NCA on February 20, 2002, regulate
regi