
SUMMARY OF MATERIAL DIFFERENCES BETWEEN HONG KONG AND PRC
COMPANY LAW

The Hong Kong laws applicable to a company incorporated in Hong Kong are the
Companies Ordinance and the Companies (Winding up and Miscellaneous Provisions)
Ordinance and are supplemented by common law and the rules of equity that are applicable to
Hong Kong. As a joint stock limited company established in the PRC that is seeking a
[REDACTED] of shares on the Stock Exchange, our Company is governed by the PRC
Company Law and all other rules and regulations promulgated pursuant to the PRC Company
Law.

Set out below is a summary of certain material differences between Companies Ordinance
applicable to a company incorporated in Hong Kong and the PRC Company Law applicable to
a joint stock limited company incorporated under the PRC Company Law. This summary is,
however, not intended to be an exhaustive comparison.

Incorporation of corporate

Under the Companies Ordinance, a company with share capital shall be incorporated by
the Registrar of Companies in Hong Kong and the company will acquire an independent
corporate existence upon its incorporation. A company may be incorporated as a public
company or a private company. Pursuant to the Companies Ordinance, the articles of
association of a private company incorporated in Hong Kong shall contain provisions that
restrict a member’s right to transfer shares. A public company’s articles of association do not
contain such provisions.

Under the PRC Company Law, a joint stock limited company may be incorporated by
promotion or stock flotation. The newly amended PRC Company Law which came into effect
on 26 October 2018, has no provisions on minimum registered capital of joint stock companies,
except that laws, administrative regulations and State Council decisions have separate
provisions on paid-in registered capital and the minimum registered capital of joint stock
companies, in which case the company should follow such provisions.

Hong Kong law does not prescribe minimum capital requirement for a Hong Kong
company.

Share capital

Under Hong Kong law, the directors of a Hong Kong company may, with the prior
approval of the shareholders if required, issue new shares of the company. The PRC Company
Law provides that any increase in our Company’s registered capital must be approved by its
shareholders’ general meeting and the relevant PRC governmental and regulatory authorities.

There is no such restriction on companies incorporated in Hong Kong under Hong Kong
law.
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Under the PRC Company Law, the shares may be subscribed for in the form of money or
non-monetary assets (other than assets not entitled to be used as capital contributions under
relevant laws and administrative regulations). If capital contribution is made other than in cash,
valuation and verification of the assets contributed must be carried out and converted into
shares according to the laws. Non-monetary assets used for capital contributions shall not be
overvalued or undervalued. Where laws or administrative regulations provide otherwise, those
provisions shall prevail. There is no such restriction on a Hong Kong company under the Hong
Kong law.

Restrictions on shareholding and transfer of Shares

In general, our Company’s Domestic Shares, which are denominated and subscribed for
in Renminbi, may only be subscribed for and traded by PRC legal persons, PRC non-legal
organisations or natural persons; while our Company’s Unlisted Foreign Shares, which are
denominated and subscribed for in any foreign currency except for RMB, may only be
subscribed for and traded by PRC legal persons or non-PRC natural persons. Overseas
[REDACTED] H shares, which are denominated in Renminbi and subscribed for in a foreign
currency, may only be subscribed for and [REDACTED] by investors from Hong Kong,
Macau, Taiwan or any country and territory outside the PRC, or qualified domestic institutional
investors. However, qualified institutional investors and individual investors may trade the
Southbound Hong Kong Trading Link and the Northbound Shanghai Trading Link (or the
Northbound Shenzhen Trading Link) shares via participating in the Shanghai-Hong Kong Stock
Connect and the Shenzhen-Hong Kong Stock Connect.

Under the PRC Company Law, a promoter of a joint stock limited company is not allowed
to transfer the shares it holds for a period of one year after the date of establishment of the
company. Shares issued prior to the [REDACTED] cannot be transferred within one year from
the [REDACTED] of the shares on a stock exchange. Shares transferred each year by the
directors, supervisors and senior management of a joint stock limited company during their
respective term of office shall not exceed 25% of the total shares they held in the company, and
the shares they held in the company cannot be transferred within one year from the
[REDACTED] of the shares, and also cannot be transferred within half a year after such person
leave office. The articles of association may set other restrictive requirements on the transfer
of the company’s shares held by its directors, supervisors and senior management. There are
no such restrictions on shareholding and transfers of shares under Hong Kong law apart from
six-month lockup on the company’s issue of shares and the twelve-month lockup on controlling
shareholders’ disposal of shares.
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Financial assistance for acquisition of Shares

The PRC Company Law does not prohibit or restrict a joint stock limited company or its
subsidiaries from providing financial assistance for the purpose of an acquisition of its own or
its holding company’s shares. However, the Mandatory Provisions contain special restrictions
provisions on a company and its subsidiaries on providing aforesaid financial assistance similar
to those under the Companies Ordinance.

Variation of class rights

The PRC Company Law has no specific provision relating to variation of class rights.
However, the PRC Company Law states that the State Council can promulgate separate
regulations relating to other kinds of shares. The Mandatory Provisions contain elaborate
provisions relating to the circumstances which are deemed to be variations of class rights and
the approval procedures required to be followed in respect thereof. The relevant provisions
have been incorporated in the Articles of Association, summary of which is set out in
“Appendix V – Summary of the Articles of Association” to this document.

Under the Companies Ordinance, no rights attached to any class of shares can be varied
except (i) with the approval of a special resolution of the holders of the relevant class of shares
at a separate meeting, (ii) with the consent in writing of the holders representing at least 75%
of the total voting rights of the relevant class of shares, or (iii) if there are provisions in the
articles of association relating to the variation of those rights, then in accordance with those
provisions.

Directors, senior management and Supervisors

The PRC Company Law, unlike Companies Ordinance, does not contain any requirements
relating to the declaration of directors’ interests in material contracts, restrictions on companies
providing certain benefits to directors and guarantees in respect of directors’ liability and
prohibitions against compensation for loss of office without shareholders’ approval. The
Mandatory Provisions, however, contain certain restrictions on interested contracts and specify
the circumstances under which a director may receive compensation for loss of office.

Supervisory Board

Under the PRC Company Law, a joint stock limited company’s directors and members of
the senior management are subject to the supervision of supervisory board. There is no
mandatory requirement for the establishment of supervisory board for a company incorporated
in Hong Kong. The Mandatory Provisions provide that each supervisor owes a duty, in the
exercise of his powers, to act in good faith and honestly in what he considers to be in the best
interests of the company and to exercise the care, diligence and skill that a reasonably prudent
person would exercise in comparable circumstances.
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Derivative action by minority Shareholders

Pursuant to Hong Kong law, minority shareholders may initiate a derivative action on

behalf of all shareholders against directors, who have committed a breach of their fiduciary

duties to the company if the directors control a majority of votes at a general meeting, thereby

effectively preventing a company from suing the directors in breach of their duties in its own

name. The PRC Company Law provides shareholders of a joint stock limited company with the

right so that in the event where the directors and senior management violate their obligations

and cause damages to a company, the shareholders individually or jointly holding more than

1% of the shares in the company for more than 180 consecutive days may request in writing

the supervisory board to initiate proceedings in the people’s court. In the event that the

supervisory board violates their obligations and cause damages to company, the above said

shareholders may send written request to the board of directors to initiate proceedings in the

people’s court. Upon receipt of aforesaid written request from the shareholders, if the

supervisory board or the board of directors refuses to initiate such proceedings, or has not

initiated proceedings within 30 days from the date of receipt of the request, or if under urgent

situations, failure of initiating immediate proceeding may cause irremediable damages to the

company, the above said shareholders shall, for the benefit of the company’s interests, have the

right to initiate proceedings directly to the people’s court in their own name.

The Mandatory Provisions also provides further remedies against the directors,

supervisors and senior management who breach their duties to the company.

Protection of minorities

Under Hong Kong law, a shareholder who complains that the business of a company

incorporated in Hong Kong are conducted in a manner unfairly prejudicial to his interests may

petition to the court to either appoint a receiver or manager over the property or business of

the company or make an appropriate order regulating the affairs of the company. In addition,

if the application of members reaches a specified number, the Financial Secretary of Hong

Kong may appoint inspectors who are given extensive statutory powers to investigate the

affairs of a company incorporated in Hong Kong. The PRC Company Law provides that, a

company which encounters substantial operational or management difficulties, and its

continuance will cause significant loss to the interests of its shareholders and the situation

cannot be resolved by other means, shareholders of the company who hold more than ten

percent of the voting rights of all shareholders may apply to a people’s court for the dissolution

of the company. The Mandatory Provisions, however, except as required by laws and

regulations or the Listing Rules provides that a controlling shareholder shall not exercise its

voting rights in a manner prejudicial to the interests of the shareholders generally or of a

proportion of the shareholders of a company to relieve a director or supervisor of his duty to

act honestly in the best interests of the company or to approve the expropriation by a director

or supervisor of the company’s assets or the individual rights of other shareholders.
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Notice of Shareholders’ general meetings

Under the PRC Company Law, notice of a shareholders’ annual general meeting and an

interim general meeting must be given to shareholders no less than 20 days and 15 days before

the date of such meeting, respectively. For a company incorporated in Hong Kong, the

minimum period of notice is 21 days in the case of an annual general meeting and 14 days in

other cases.

Quorum for Shareholders’ general meetings

Under the Companies Ordinance, the quorum for a general meeting must be at least two

shareholders unless the articles of association of the company otherwise provided. For

companies with only one shareholder, the quorum must be one shareholder. The PRC Company

Law does not specify the quorum for a shareholders’ general meeting.

Voting

Under the Companies Ordinance, an ordinary resolution of shareholders’ general

meetings should be passed by more than half of the votes and a special resolution of

shareholders’ general meetings should be passed by no less than 75% of such votes. Under the

PRC Company Law, the passing of any resolution requires affirmative votes of shareholders

representing more than half of the voting rights held by the shareholders who attend the general

meeting except in cases of proposed amendments to a company’s articles of association,

increase or decrease of registered capital, merger, division or dissolution, or change of

corporation form, which require affirmative votes of shareholders representing more than

two-thirds of the voting rights held by the shareholders who attend the general meeting.

Financial disclosure

Under the PRC Company Law, a joint stock limited company is required to make

available at the company for inspection by shareholders its financial report 20 days before its

shareholders’ annual general meeting. In addition, a joint stock limited company of which the

shares are publicly issued must publish its financial report. The Companies Ordinance requires

a company incorporated in Hong Kong to send to every shareholder a copy of its financial

statements, auditors’ report and directors’ report, which are to be presented before the

company’s annual general meeting, not less than 21 days before such meeting. The Mandatory

Provisions and regulations requires that a company must, in addition to preparing financial

statements according to the PRC GAAP, have its financial statements prepared and audited in

accordance with international accounting standards or accounting standards of the overseas

[REDACTED], and such financial statements must also contain a statement of the financial

effect of the material differences (if any) from the financial statements prepared in accordance

with the PRC GAAP. The lower of the after-tax profits stated in the abovementioned two kinds

of financial statements shall prevail in the allocation of after-tax profits for the accounting
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year. The company shall publish its financial reports twice in each accounting year. An interim

financial report shall be published within 60 days after the end of the first six months of each

accounting year, while an annual financial report shall be published within 120 days after the

end of each accounting year.

The Special Regulations require that there should not be any contradiction between the

information disclosed within and outside the PRC and that, to the extent that there are

differences in the information disclosed in accordance with the relevant PRC and overseas

laws, regulations and requirements of the relevant stock exchanges, such differences should

also be disclosed simultaneously.

Information on Directors and Shareholders

The PRC Company Law gives shareholders the right to inspect the company’s articles of

association, minutes of the shareholders’ general meetings, share register, counterfoil of

company debentures, resolutions of board meetings, resolutions of the supervisory board and

financial and accounting reports, which is similar to the shareholders’ rights of Hong Kong

companies under Hong Kong law.

Receiving agent

Under the PRC Company Law and Hong Kong law, dividends once declared become

liabilities payable to shareholders. The limitation period for debt recovery action under Hong

Kong law is six years, while under the PRC laws this limitation period is three years. The

Mandatory Provisions require the relevant company to appoint a trust company registered

under the Hong Kong Trustee Ordinance (Chapter 29 of the Laws of Hong Kong) as a receiving

agent to receive on behalf of holders of overseas [REDACTED] foreign shares dividends

declared and all other monies owed by the company in respect of its shares.

Corporate reorganisation

Corporate reorganisation involving a company incorporated in Hong Kong may be

effected in a number of ways, such as a transfer of the whole or part of the business or property

of the company in the course of voluntary winding up to another company pursuant to Section

237 of the Companies (Winding up and Miscellaneous Provisions) Ordinance or a compromise

or arrangement between the company and its creditors or between the company and its

members under Division 2 of Part 13 of the Companies Ordinance, which requires the sanction

of the court. Under the PRC laws, merger, division, dissolution or change the form of a joint

stock limited company has to be approved by shareholders at the shareholders’ general

meeting.
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Dispute arbitration

In Hong Kong, disputes between shareholders on the one hand, and a company

incorporated in Hong Kong or its directors on the other hand, may be resolved through legal

proceedings in the courts. The Mandatory Provisions provide that such disputes should be

submitted to arbitration at either the Hong Kong International Arbitration Centre or the China

International Economic and Trade Arbitration Commission, at the claimant’s choice.

Mandatory deductions

Under the PRC Company Law, a joint stock limited company is required to contribute

10% of the profit into their statutory reserve funds upon distribution of their post-tax profits

of the current year. There are no corresponding provisions under Hong Kong law.

Remedies of the company

Under the PRC Company Law, if a director, supervisor or senior management in carrying

out his duties infringes any law, administrative regulation or the articles of association of a

company, which results in damage to the company, that director, supervisor or senior

management should be responsible to the company for such damages. In addition, the Listing

Rules require [REDACTED] companies’ articles to provide for remedies of the company

similar to those available under Hong Kong law (including rescission of the relevant contract

and recovery of profits from a director, supervisor or senior management).

Dividends

Our Company has the power in certain circumstances to withhold, and pay to the relevant

tax authorities, any tax payable under PRC laws on any dividends or other distributions payable

to a shareholder. Under Hong Kong law, the limitation period for an action to recover a debt

(including the recovery of dividends) is six years, whereas under PRC laws, the relevant

limitation period is three years.

Fiduciary duties

In Hong Kong, there is the common law concept of the fiduciary duty of directors. Under

the PRC Company Law and the Special Regulations, directors, supervisors and senior

management should be loyal and diligent. Under the Mandatory Provisions, directors,

supervisors and senior management are not permitted, without the knowledge and approval of

the shareholders’ general meeting, to engage in any activities which compete with the interests

of the company.
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Closure of register of Shareholders

The Companies Ordinance requires that the register of shareholders of a company must

not generally be closed for the registration of transfers of shares for more than 30 days

(extendable to 60 days in certain circumstances) in a year, whereas, as required by the

Mandatory Provisions, share transfers shall not be registered within 20 days before the date of

a shareholders’ general meeting or within five days before the base date set for the purpose of

distribution of dividends.

Amendment to Articles of Association

A PRC [REDACTED] may not permit or cause any amendment to be made to its articles

of association which would contravene the PRC Company Law, the Mandatory Provisions and

the Listing Rules.

Documents available for inspection

A PRC [REDACTED] is required to make available at a place in Hong Kong for

inspection by the public and shareholders free of charge, and for copying by its shareholders

at reasonable charges of the following:

• a complete duplicate register of shareholders;

• a report showing the state of our Company’s issued share capital;

• our Company’s latest audited financial statements and the reports of the directors,

auditors and supervisors, if any, thereon;

• special resolutions;

• reports showing the number and nominal value of securities repurchased by our

Company since the end of the last financial year, the aggregate amount paid for such

securities and the maximum and minimum amounts paid in respect of each class of

securities repurchased (including a classification by class shares);

• copy of the latest annual reports with the SAIC or other competent PRC authority;

and

• for shareholders only, copies of minutes of shareholders’ general meetings.
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Receiving agents

Under Hong Kong law, a PRC [REDACTED] is required to appoint one or more

receiving agents in Hong Kong and pay to such agent(s) dividends declared and other monies

owed in respect of the H Shares. Such monies will be held by the receiving agents, pending

payment, in trust for the holders of such H Shares.

Statements in Share certificates

A PRC [REDACTED] is required to ensure that all of its [REDACTED] documents and

share certificates include the statements stipulated below and to instruct and cause each of its

share registrars not to register the subscription, purchase or transfer of any of its shares in the

name of any particular holder unless and until such holder delivers to the share registrar a

signed form in respect of such shares bearing statements to the following effect, that the

acquirer of shares:

• agrees with the company and each shareholder, and it agrees with each shareholder,

to observe and comply with the PRC Company Law, the Special Regulations and its

articles of association;

• agrees with the company, each shareholder, director, supervisor, manager and other

senior management and it (acting both for the company and for each director,

supervisor, manager and other senior management) agrees with each shareholder to

refer all differences and claims arising from the articles of association or any rights

or obligations conferred or imposed by the PRC Company Law or other relevant

laws or administrative regulations concerning its affairs to arbitration in accordance

with the articles of association. Any reference to arbitration shall be deemed to

authorise the arbitration bodies to conduct hearings in open session and to publish

its award. Such arbitration shall be final and conclusive;

• agrees with the company and each shareholder that H shares are freely transferable

by the holder thereof; and

• authorises the company to enter into a contract on his behalf with each director,

supervisor and senior management whereby such directors, supervisors and senior

management undertake to observe and comply with their obligations to shareholders

as stipulated in the articles of association.

Legal compliance

A PRC issuer is required to observe and comply with the PRC Company Law, the Special

Regulations and its articles of association.
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Contract between the [REDACTED] and Directors, senior management and Supervisors

A [REDACTED] is required to enter into a contract in writing with every director and

senior management containing at least the following provisions:

• an undertaking by the director or senior management to the company to observe and

comply with the PRC Company Law, the Special Regulations, its articles of

association, the Hong Kong Takeovers Code and an agreement that it must have the

remedies provided in its articles of association and that neither the contract nor his

office is capable of assignment;

• an undertaking by the director or senior management to the company acting as agent

for each shareholder to observe and comply with every obligation to the

Shareholders as stipulated in the articles of association; and

• an arbitration clause which provides that whenever any differences or claims arise

from the contract, the articles of association or any rights or obligations conferred

or imposed by the PRC Company Law or other relevant law and administrative

regulations concerning affairs between our Company and its directors or senior

management and between a holder of H Shares and a director or senior management,

such differences or claims shall be referred to arbitration at either the China

International Economic and Trade Arbitration Commission in accordance with its

rules or the Hong Kong International Arbitration Centre in accordance with its

Securities Arbitration Rules, at the election of the claimant and that once a claimant

refers a dispute or claim to arbitration, the other party shall also submit to the

arbitral body elected by the claimant. Such arbitration shall be final and conclusive.

If the party seeking arbitration elects to arbitrate the dispute or claim at Hong Kong

International Arbitration Centre, then either party may apply to have such arbitration

conducted in Shenzhen, according to the Securities Arbitration Rules of the Hong

Kong International Arbitration Centre. The arbitration of disputes or claims referred

to above are applicable to PRC laws, unless otherwise provided by law or

administrative regulations. The arbitral award of the arbitral body is final and shall

be binding on the parties thereto. Disputes over who is a shareholder and over the

share register do not have to be resolved through arbitration.

A [REDACTED] is also required to enter into a contract in writing with every supervisor

containing statements in substantially the same terms as the provisions above.

Subsequent [REDACTED]

A [REDACTED] must not apply for the [REDACTED] of its H Shares on a PRC stock

exchange unless the Stock Exchange is satisfied that the relative rights of the holders of its H

Shares are adequately protected.
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English translation

All notices or other documents required under the Listing Rules to be sent by a
[REDACTED] to the Stock Exchange or to holders of the H Shares are required to be in
English, or accompanied by a certified English translation.

General

If any change in the PRC laws or market practice materially alters the validity or accuracy
of any basis upon which the additional requirements have been prepared, the Stock Exchange
may impose additional requirements or make [REDACTED] of H Shares by a [REDACTED]
subject to special conditions as the Stock Exchange may consider appropriate. Whether or not
such changes in the PRC laws or market practice occur, the Stock Exchange retains its general
power under the Listing Rules to impose additional requirements and make special conditions
in respect of any company’s [REDACTED] of shares.

Other legal and regulatory provisions

Upon the [REDACTED] on the Stock Exchange, the relevant provisions of the SFO, the
Hong Kong Takeovers Code and other relevant ordinances and regulations will apply to a
[REDACTED].

Securities Arbitration Rules

The Securities Arbitration Rules of the Hong Kong International Arbitration Centre
contain provisions allowing, upon application by any party, an arbitral tribunal may conduct a
hearing in Shenzhen for cases involving the affairs of companies incorporated in the PRC and
listed on the Stock Exchange so that PRC parties and witnesses may attend. Where any party
applies for a hearing to take place in Shenzhen, the arbitral tribunal shall, where satisfied that
such application is based on bona fide grounds, order the arbitration to take place in Shenzhen
conditional upon all parties, including witnesses and the arbitrators, being permitted to enter
Shenzhen for the purpose of the hearing. Where a party, other than a PRC party, or any
arbitrator is not permitted to enter Shenzhen, then the arbitral tribunal shall order that the
hearing be conducted in any practicable manner, including the use of electronic media. For the
purpose of the Securities Arbitration Rules, a PRC party means a party domiciled in the PRC
other than the territories of Hong Kong, Macau and Taiwan.

Any person wishing to have detailed advice on PRC laws or the laws of any jurisdiction
is recommended to seek independent legal advice.

This Appendix contains a summary of laws and regulations on companies and securities
in the PRC, certain major differences between the PRC Company Law and Companies
(Winding Up and Miscellaneous Provisions) Ordinance and the Companies Ordinance as well
as the additional regulatory provisions of the Stock Exchange on joint stock limited companies
of the PRC. The principal objective of this summary is to provide potential investors with an
overview of the principal laws and regulations applicable to us. This summary is with no
intention to include all the information which may be important to the potential investors. For
discussion of laws and regulations specifically governing the business of the Company, please
refer to section headed “Regulatory Overview” in this document.
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