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KEY HIGHLIGHTS

FOR THE YEAR ENDED DECEMBER 31, 2019:

On the Group's standalone basis

Revenue increased by 40.7% year-to-year to RMB7,392.9 million from
RMB5,255.6 million in 2018.

Adjusted EBITDA increased by 75.2% year-to-year to RMB2,018.5 million
from RMB1,152.1 million in 2018. Adjusted EBITDA margin increased
from 21.9% in 2018 to 27.3% in 2019.

Adjusted profit for the year increased by 68.6% year-to-year to
RMB1,544.3 million from RMB915.9 million in 2018. Adjusted net margin
increased from 17.4% in 2018 to 20.9% in 2019.

On a combined basis

Revenue increased by 21.4% year-to-year to RMB7,392.9 million from
RMB6,090.8 million in 2018.

Adjusted EBITDA increased by 36.2% year-to-year to RMB2,018.5 million
from RMB1,481.7 million in 2018. Adjusted EBITDA margin increased
from 24.3% in 2018 to 27.3% in 2019.

Adjusted profit for the year increased by 35.4% year-to-year to
RMB1,544.3 million from RMB1,140.7 million in 2018. Adjusted net
margin increased from 18.7% in 2018 to 20.9% in 2019.

Average MAUs increased by 17.1% year-to-year from 175.2 million in
2018 to 205.2 million in 2019.

Average MPUs increased by 34.5% year-to-year from 20.0 million in 2018
to 26.9 million in 2019.
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KEY FINANCIAL SUMMARY FOR THE YEAR

ENDED DECEMBER 31, 2019
Revenue LN
Accommodation reservation services  {ETETEA] RS
Transportation ticketing services RREH R
Others Hith
Profit before income tax B BT 1525 A 7l
Profit for the year FRE A
Adjusted EBITDA A8 R EBITDA
Adjusted profit for the year FREHE AT
Adjusted EBITDA margin IS EBITDATE X
Adjusted net margin ERBEFREE
Note:

(i)

KEY HIGHLIGHTS

BEEZ-NETZH=ZT—HIE

A B 1 R B A 4
Period ended  Year ended
Year ended December 31, March 9, December 31,
BE
=ES +=A
=AANR =+—H
BZ+-A=t-HLEE 1EEAR EFE
Year-to-year Year-to-year
2019 2018 change 2018 2018 change
—E-nE ZE-NF [Eileg 2 —Z-N\F ZEN\F Eld-£)
Tongcheng
Online
Group Group Business Combined
&L
X&EE AEE % Clis
(in RMB’000) (in RMB'000)
(AR%TR) (ANR&TT)
7,392,932 5,255,639 40.7% 835,148 6,090,787 214%
2,358,123 1,830,370 28.8% 17,236 1,847,606 27.6%
4,517,658 3,232,521 39.8% 792,752 4,025,273 12.2%
517,151 192,748 168.3% 25,160 217,908 137.3%
881,511 601,526 46.5% 286,059 887,585 (0.7)%
686,522 534,539 28.4% 224,744 759,283 (9.6)%
2,018,532 1,152,134 75.2% 329,515 1,481,649 36.2%
1,544,320 915,945 68.6% 224,744 1,140,689 35.4%
27.3% 21.9% 24.3%
20.9% 174% 18.7%
L3

Please refer to "Other Financial Information” below for the meaning of “adjusted

EBITDA" and "adjusted profit for the year”.
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KEY HIGHLIGHTS

HEED
OPERATING METRICS FOR THE YEAR ENDED BE_F-NFTH=Z1T—HIE
DECEMBER 31,2019 ON A COMBINED BASIS A BE RGO M AR A

Year ended December 31,

BE+=-A=+—HLEE

Year-to-year
2019 2018 change

—E-AFE T \F  ALE®
GMV (in RMB billion) RS (ARE+HERL) 1315 26.3%
Number of average MAUs (in million) FHRERAFHE (RE 8 175.2 17.1%
Number of average MPUs (in million) FHANEBRPHA (B &) 200 34.5%

Tongcheng-Elong Holdings Limited | ER2E3EZERER LT



FIVE-YEAR PERFORMANCE REVIEW

CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME
2019
—B-NF
RMB'000
ARBTR
Revenue 'ON 7,392,932
Gross profit EF 5,075,186
Profit/(loss) before income tax BRATBBANER,
(&518) 881,511
Profit/(loss) for the year FREF(FE) 686,522
Profit/(loss) attributable to KARERFEA
equity holders of the Company EAEER(&8) 688,097
Total comprehensive income/(loss) FREHEKE
for the year (BB B8 716,592
Total comprehensive income/(loss) RAFERBTEA
equity holders of the Company EhzEEkE
(B8R B8E 718,167
Adjusted profit/(loss) for the year ERERRRT
(&8) 1,544,320

h A SR A 0] R

22 /N
AR A 2wl R
|

Year ended December 31,

BZ+t-BA=t—-HLEE
2018 2017 2016 2015
“E-N\F ZZ—+F ZZ—RF ZZT—AF
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AR®TT ARETT ARETR
5,255,639 2,518,591 2,204,565 1,026,124
3,655,126 1,706,810 1,171,652 386,401
601,526 134,021 (2,159,618) (957,813)
534,539 194,377 (2,160,596) (963,019)
529,957 195,575 (2,139,267) (916,266)
519,554 147,785 (2,123,815) (963,019)
514,972 148,983 (2,102,486) (916,266)
915,945 192,657 (239,609) (730,294)

—ZT—NEER | ANNUAL REPORT 2019
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FIVE-YEAR PERFORMANCE REVIEW

T4 36 A 1o g

CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

ASSETS BE

Non-current assets kRBEE

Current assets REBEE

Total assets BEEHE

EQUITY &

Capital and reserves attributable to KARERFEA
equity holders of the Company EEERRREE

Non-controlling interest FERER

Total equity ERAE

LIABILITIES =N

Non-current liabilities FkREBERE

Current liabilities =R

Total liabilities BEAHE

Total equity and liabilities EEREEEE

Tongcheng-Elong Holdings Limited | ER2E3EZERER LT

2019

—E-NF

RMB’000
ARBETT

9,791,917
9,691,343
19,483,260

13,156,366
(4,692)

13,151,674

725,829
5,605,757

6,331,586

19,483,260

22 /N N
i A O B B IR DL
|

As of December 31,

BEZ+—-A=t+—H
2018 2017 2016 2015
—E-N\F ZZT—+tF ZT—RF ZT—aF
RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETT AREFTT ARBTR
9,294,478 924,459 584,293 457,063
7,496,865 1,843,551 1,721,516 1,799,734
16,791,343 2,768,010 2,305,809 2,256,797
11,535,453 (5,336,815) (5,538,199) 1,020,877
(7,642) 4881 6,079 27,510
11,527,811 (5,331,934) (5,532,120) 1,048,387
729,341 6,521,992 6,405,289 6,688
4,534,191 1,577,952 1,432,640 1,201,722
5,263,532 8,099,944 7,837,929 1,208,410
16,791,343 2,768,010 2,305,809 2,256,797




Wu Zhixiang

[ AN/

REFF

Co-Chairman of the Board and Executive Director

EREEMRESFRRITES

I am very pleased to present you our annual report for the
year ended December 31, 2019.

BUSINESS REVIEW AND OUTLOOK

2019 has marked another prosperous year for the Company. We continued
to achieve sustainable growth and generated solid profit, making us one
of the fastest-growing companies within the industry. In the past year,
we further explored the tremendous opportunities in the travel market as
well as improved our products and services by leveraging on our unique
understanding of users’ needs and technological innovation capabilities. Our
efforts paid off. We were awarded the "Best Mini Program of the Year" by
Aladdin Index for the second consecutive year and the “Best Online Travel
Service Platform” by Red Coral Award of Asia Tourism 2019, in recognition of

our high quality products and services.

CHAIRMAN’S STATEMENT
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CHAIRMAN’S STATEMENT
R B

Results Highlights

In 2019, we have achieved outstanding financial performance. On a
combined basis, our total revenue increased by 21.4% from RMB6,090.8
million in 2018 to RMB7,392.9 million in 2019. Adjusted profit for the year
increased by 35.4% from RMB1,140.7 million in 2018 to RMB1,544.3 million in
2019 and adjusted net margin for the year was 20.9% in 2019, representing

an increase from 18.7% in 2018.

Benefited from the diversified and effective traffic channels, including
Weixin platform, our native APPs and quick APPs, and our strategy to further
penetrate into lower-tier cities, as well as the continuous improvement in
products and services, we maintained strong growth in both active users and
paying users. On a combined basis, our average MAUs increased by 17.1%
year-to-year from 175.2 million in 2018 to 205.2 million in 2019, while average
MPUs increased by 34.5% year-to-year from 20.0 million in 2018 to 26.9
million in 2019. Our paying ratios also increased from 11.4% in 2018 to 13.1%
in 2019. For the year ended December 31, 2019, our annual paying users
reached a record high of 152.4 million, representing an increase of 35.1%
from 112.8 million in 2018.

Business Review

We are a market leader and an innovator in China’s online travel industry. We
continued to enhance user engagement by precise marketing and targeted
promotions. We continuously upgraded our products and services as well
as enhanced our loyalty programs to improve our user experience. Our
traffic with high efficiency kept increasing, and our paying user conversion
has maintained steady growth. The solid growth of the user base and user
retention rate has brought us continuous growth in business volume. Our
GMV for the year ended December 31, 2019 reached RMB166.1 billion,

representing a year-to-year increase of 26.3%.

Tongcheng-Elong Holdings Limited | Ef2E&5EZERAR A
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We are the top OTA player in China's lower-tier cities. By leveraging on the
mutually beneficial partnership between Tencent and us, the accumulated
long-term relationship with our TSPs, our effective sales and marketing
strategies, we are able to reach an extensive and diversified user base in a
cost-effective way, especially those in lower-tier cities. As of December 31,
2019, approximately 85.6% of our registered users resided in non-first-tier
cities in China. For the year ended December 31, 2019, approximately 62.4%
of our newly acquired paying users in Weixin were from tier-3 or below
cities in China, which increased from 61.1% over the same period of 2018.
Currently, Weixin users can access our Weixin-based mini program within the
Weixin ecosystem through: (1) Weixin Payment (Wallet) portal and a drop-
down list of users’ favorite or most frequently used mini programs, which
generated an average MAUs of 113.6 million in 2019, accounting for 65.7%
of the total average MAUs of our Tencent-based platforms; (2) interactive
advertisements placed on the Tencent-based platforms, which generated
an average MAUs of 37.7 million in 2019, accounting for 21.9% of the total
average MAUs of our Tencent-based platforms; and (3) the sharing and
search functions in Weixin, which generated an average MAUs of 21.5 million
in 2019, accounting for 12.4% of the total average MAUs of our Tencent-
based platforms. In addition, the average MAUs in our native APPs recorded a
faster growth than that in Weixin channel in the second half of the year 2019,
mainly due to the expanding investments in marketing and R&D resources.
With unique advantages from both traffic and supply end, we spare no efforts
to seize the tremendous growth opportunities and aim for higher online

penetration for travel services across China.

We are a one-stop shop for travelers. We provide comprehensive products
and services covering nearly all travel needs, including accommodation
reservation, transportation ticketing, attractions ticketing and various ancillary
value-added products and services to meet user's needs during the trip. As
of December 31, 2019, our online platforms offered over 6,800 domestic
routes and around 1.4 million international routes operated by more than
400 domestic and international airlines, over 2.0 million hotels selections
and alternative accommodation options, approximately 346,000 bus routes,
over 500 ferry routes and approximately 8,000 domestic tourist attractions
ticketing services. In 2019, we further enhanced our cross-selling strategy. We
better diverted the high-frequency traffic of the transportation business to
other businesses with higher margin like accommodation and advertisement
businesses, to improve our monetization rate, and encourage users of
transportation products to experience other products, which will generate

greater user value.

CHAIRMAN’S STATEMENT
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CHAIRMAN’S STATEMENT
R B

We are leading the strategic transition from OTA to ITA. We persistently
pursue innovation with regard to technology as well as products and services
to satisfy users’ travel needs and enhance user experience. By leveraging
on our big data capability and technology innovation, we are able to
better understand our users and suppliers and provide them with excellent
products and services. We have implemented our intelligent Huixing
system, which offers our users reliable and highly suitable travel solutions
with product combo of railway, flight and bus, and helps users to arrive at
their destinations by enhancing availability, affordability and achievability.
We have launched an accommodation upgrade service “Weixin Payment
Point” (1B %)

international flights with China Southern Airlines with the implementation of

with Tencent and an online seat selection service for

NDC technology. We have developed a cost-effective revenue management
software for small airlines and became the first and the only OTA in China
involved in such technological innovation. We continued to improve our
user service with technology by perfecting our user self-service system, in an
attempt to guarantee seamless user experience and reduce labor costs. We
also improved our intelligent voice recognition system (IVR) which assists our
customer service team in providing more efficient after-sales services. Not

only did the system reduce users’ waiting time but also increased efficiency.

Business Outlook and Strategies

The outbreak of COVID-19 at the end of January 2020 has greatly impacted
the travel industry and other industries. As a major player in the travel
industry, we are inevitably affected as it presents short-term challenges to

the development of our business.

As one of the market leaders, we also see opportunities created by the force
of changes. In face of challenges posed by the COVID-19, we will focus on
our core strategy, operate on cost-saving mode, act on the uncertainties and
hunger for opportunities. We have faith that the Company will go through

the difficulties and grow into a better one.

Tongcheng-Elong Holdings Limited | Ef2E&5EZERAR A
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Immediately upon the outbreak of COVID-19, we have launched a dynamic
set of initiatives to fulfill the responsibilities and obligations towards the
community, to protect our users and employees, as well as to help our
suppliers. On the user front, we launched policies of refund and changes
without penalties, echoing government’s precaution measures and suppliers’
policies. We have opened up a self-service online cancellation function to
fast-track refund and changes as well as joining hands with our business
partners to set up an emergency fund to guarantee timely refund. We have
also provided users with COVID-19 related insurance free of charge. As a
socially responsible and accountable enterprise, we worked with an online
medical platform to provide online medical consultation for free. We also
rolled out an inquiry service with our advanced technology, allowing users
to check whether there are any COVID-19 diagnosed patients in the train
or plane he/she took. To pay tribute to the medical workers, we gave out
one-year “Black Whale” paid membership to all the medical workers across
Mainland China free of charge. To facilitate the resumption of work across
China, we initiated a Return to Work Platform to provide customized bus
transport services for enterprises with high concentration of returning
workforce. On the supplier front, we established an Ark Alliance (7 /8 83),
an initiative for us to promote tourist spots through online marketing for
allies free of charge. We launched a “Safe Room” initiative to ensure the safety

of hotel guests.

For our employees, we started an online safety reporting system to collect
health data of our employees to understand their health conditions and
evaluate the situation of the Company. Although we instantly extended
holidays and launched a work from home policy once the COVID-19 outbreak
occurred, many of our staff, especially the customer service team and the
product development team, actually worked days and nights to provide the
best services to our users and to upgrade our products and services during

this difficult period, so as to prepare for the recovery in the future.

With the effective control measures of the Chinese government and the
dedication of medical staff, the epidemic has been effectively controlled
recently. At the same time, we see the recent trend of business recovery
and accordingly launched a “Hit The Road” initiative, which encourages
users to make sensible travel plans under the premise that the trip is safe.
Furthermore, we joined hands with partners to revitalize the after-epidemic
travel market via continuous support in technology and cooperation in

products and services.

CHAIRMAN’S STATEMENT
R B

BPEMLUTRAESERR - BEBRANE
HREBTY  UETHHENEEIMES &R
ERMPOBFPEE I UL BBHES - BF
| RPELRRERNBRRERBER - &
FE BT Y TR BT 16 b A0 S FE P RO BBOR. » FPIRARR
—HEBEMERBUETIE - ATARERRNE
B BRPIXEXBBEHAERE T E2EDE
B ARE LR - AT RH PR HE 1
BAESHERENRR - FAHLERER
AEMtE  RMAE—EEREEFEAE &
HReBENEREREDH -  RAXNAEF ML
ERBIE L —BERRY - ERP A RREM
RUHNERRME L REHE L TARES H)HE
vEE - RABKAREE  RMAAFEAM
BERNMAEBSABRBRE-FANEIR
BIGEBER - RTEMNTEZHET - HM
BB —EELIYs  ARAEETEIABMBR
RHUERNTEERRY - HEATE - R
BYDABE  ARABEXKELBRHSH
EVEARIERE - AL 2 O0FE ] HEEIR
BBEETNLE

REREELE  BHMARLTERLZ PR
B WEREMNREEE LT HEBNREE
AR FHE AR B AEEE R o 8 E HPIERL
TR R R 1R 2 AR S R B E R A E R
BE - BEAPET  HHREFPRBEBME
mAEERREBRERIABERR A NERT
tE - R AM P REKENRS - WRFH
EmBRBIR - REROEBEIEL AR -

BREPEBTOARERERREBABNE
Bl BB X BRES - R - IR
BRLMES MR BR - I AE R [ RR
REHE ] tMBBAPERITZEMARET
EERBIHAT o tbsh - SRBRENRM TR
EmBERBOAE  RABFRERHRRIK
EIS RO IRETS

—ZT—NEER | ANNUAL REPORT 2019

15



16

CHAIRMAN’S STATEMENT
R B

The COVID-19 is an impassable threshold for those who hesitate to move
forward when facing difficulties, but it is a stepping stone for those who
strive to make a success of themselves when facing challenges. We believe
that the current situation provides the best chance to empower our team.
We have faith that our win-win partnership with suppliers, our remarkable
product innovation capability, our solid financial position and efficient
operation will enable us to sail through the storm and as well seize every

opportunity brought by the challenges.

In the long run, we believe China’s travel market will continue to grow rapidly
driven by rising disposable income, upgrade of consumption power and
increasing urbanization. Chinese consumers’ demand for quality service and
superior user experience has been increasing, and we will capitalize on the
tremendous market potential, especially the business opportunities in lower-

tier cities.

To fulfill our mission and reinforce our leadership in the market, we will
continue to pursue the following initiatives. We will leverage on our
advantage of traffic and other resources to further penetrate into the Chinese
travel market. We will further improve our products and services so as to
better serve our users. We will further enhance relationship with our suppliers
to build a healthy and resilient ecosystem. We will pursue strategically
selected acquisition, investment, joint venture and partnership opportunities
that are complementary to our business and operations. Last but not least,

we will continue to embrace the transformation from OTA to ITA.

Wu Zhixiang
Co-Chairman of the Board and Executive Director
Hong Kong, March 25, 2020
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MANAGEMENT DISCUSSION AND ANALYSIS
G

Year ended December 31, 2019 compared to Year ended December 31, BE-E-NE+=-A=+—HLEEHERE=
2018 TE-N\FTZAZST-HLEFENLER

1 e
Year ended December 31,

BE+-A=1+—HLEE

2019 2018
—s-nE  ZET-NF
RMB’000 RMB'000

ARBFR ARETE

Revenue KA 7,392,932 5,255,639
Cost of revenue HEMA (2,317,746) (1,600,513)
Gross profit EF 5,075,186 3,655,126
Service development expenses i-¥tkedib-a (1,519,109) (1,349,935)
Selling and marketing expenses HEREHEMAY (2,246,450) (1,841,314)
Administrative expenses THAX (625,153) (934,925)
Fair value changes on investments measured RAnEEFEAHEEZHTA

at fair value through profit or loss BEmEREAEEE 106,006 78,572
Other income E AU A 88,620 33,396
Other (losses)/gains, net Hh (F518) W $ 8 (19,573) 47,888
Operating profit/(loss) LR (BE) 859,527 (311,192)
Finance income EUE TN 47,104 12,888
Finance costs MEER (12,429) (3,336)
Fair value gain on redeemable convertible AL A ERE LR AR BERS

preference shares - 907,734
Share of results of associates JEAGEE SN B R (12,691) (4,568)
Profit before income tax RR R 8B4 Al F 881,511 601,526
Income tax expense s> (194,989) (66,987)
Profit for the year FrER 686,522 534,539
Attributable to: AR & IE e -

Equity holders of the Company RARE=RFEA 688,097 529,957

Non-controlling interests FEEIRE (1,575) 4,582
Adjusted profit for the year® FRLE AR EF 1,544,320 915,945
Note: st -
(a) Please see "Other Financial Information — Non-IFRS Financial Measures” below for @ BHEFAKABRSINEZER  F2BETX

more information about adjusted profit for the year. [ H th Bf 75 & & — FE B BR B 75 ¥R &5 2 Bl Bf 5 51
2]
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MANAGEMENT DISCUSSION AND ANALYSIS
B o e 43 e

Ma Heping

Executive Director and Chief Executive Officer

HITESERERHITE

REVENUE WA

Our revenue was generated primarily from accommodation reservation BB AFTERBTBREIEBREIBER
business and transportation ticketing business. The following table sets forth X% TRENMTEEWABPANBE S
a breakdown of our revenue in absolute amount and as a percentage of the RAEBWAR B DL

total revenue for the years indicated:

I e e
Year ended December 31,

BE+-A=+—-HLEFE

2019 2018
—E-NF —FE-N\F
RMB’000 RMB'000
ARBT R AREFT
Accommodation reservation services FIETEET RS 2,358,123 1,830,370 34.8%
Transportation ticketing services RiBEBIR 4,517,658 3,232,521 61.5%

Others HAb 517,151 192,748 3.7%

Total revenue #A 7,392,932 100.0% 5,255,639 100.0%

Revenue increased by 40.7% from RMB5,255.6 million for the year ended WABRBZE-ZTE—N\FT+_A=+—HILFE

December 31, 2018 to RMB7,392.9 million for the year ended December 31, AR5 2556 A& T MN407%EHE T —
2019. NETZA=Z+—BIEFENARKE739298
BT e

Tongcheng-Elong Holdings Limited | Ef2E&5EZERAR A



MANAGEMENT DISCUSSION AND ANALYSIS

ACCOMMODATION RESERVATION SERVICES

We present accommodation reservation revenue on a net basis in
circumstances where we do not assume inventory risk, and on a gross basis
in circumstances where we pre-purchase accommodation room nights for
which we take inventory risk. Revenue recognized on a gross basis represents
the amounts billed to the users for the room nights sold, while the prices at
which we pre-purchase the room nights from the accommodation suppliers
are recorded as cost of revenue. For the years ended December 31, 2019 and
2018, inventory-risk-taking room nights accounted for approximately 0.6%
and 0.6%, respectively, of the total of room nights booked through our online
platforms, and its financial impact on accommodation reservation revenue

was very limited.

Revenue from accommodation reservation services increased by 28.8% from
RMB1,830.4 million for the year ended December 31, 2018 to RMB2,358.1
million for the year ended December 31, 2019. The increase was mainly

because of the increased room nights.

TRANSPORTATION TICKETING SERVICES

We generated transportation ticketing revenue primarily from commissions
received from suppliers of transportation tickets, travel insurance and other
ancillary value-added travel products and services. In these transactions,
we act primarily as an agent, assume no inventory risk and no obligations
for cancelled ticket reservations, and therefore record the majority of
our revenue on a net basis. In the year of 2019, in order to provide more
secured quality products to end users with relatively higher gross margin,
we put a few resources on inventory-risk-taking transportation products
and accordingly recorded such revenue on a gross basis. For the year ended
December 31, 2019, inventory-risk-taking transportation tickets accounted for
approximately 0.2% of the total volume of transportation tickets sold through
our online platforms, and its financial impact on transportation ticketing

revenue was very limited.

Revenue from transportation ticketing services increased by 39.8% from
RMB3,232.5 million for year ended December 31, 2018 to RMB4,517.7 million
for year ended December 31, 2019, primarily due to increase in the GMV,
which was in turn driven by increase in the number of flight segments sold

and train tickets sold.

B PR v e 23 b

FEAE AT s
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MANAGEMENT DISCUSSION AND ANALYSIS
B o e 43 e

OTHERS

Other revenue mainly includes: (i) attraction ticketing revenue contributed
from TCCT, a company we acquired from a related party in April 2019,
primarily providing attraction ticketing services; (i) revenue from advertising

services; and (iii) revenues generated from ancillary value-added user services.

Revenue from others increased by 168.3% from RMB192.7 million for the year
ended December 31, 2018 to RMB517.2 million for year ended December 31,
2019, which was mainly due to (i) revenue contributed by TCCT; (i) increase
in revenue from advertising services; and (iii) revenue generated from other

services.

COST OF REVENUE

Our cost of revenue consists primarily of: (i) order processing cost,
representing the fees we pay to banks and payment channels for processing
user payments; (ii) cost of pre-purchased inventory-risk-taking products,
representing the prices we pay to TSPs to purchase travel products for which
we take inventory risk; (iii) employee benefit expenses, representing the
wages, salaries, and other benefits (including share-based compensation)
paid to our user services and TSP services employees; (iv) procurement costs,
which represents the costs for sourcing ancillary value-added travel products
and services from service providers; (v) depreciation of property, plant and
equipment and right-of-use assets; and (vi) others, which primarily include
bandwidth and servers fee, telephone and communication costs, tax and
surcharges, travel and entertainment cost, professional fees, user fulfilment
fees (which represents compensation paid due to user and customers

complaints), and rental and utility fees.

Tongcheng-Elong Holdings Limited | Ef2E&5EZERAR A
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MANAGEMENT DISCUSSION AND ANALYSIS

The following table sets forth a breakdown of our cost of revenue in absolute
amount and as a percentage of total cost of revenue for the years ended
December 31,2019 and 2018:

B PR v e 23 b

TRBNNEHEEZE_ZTE—NFR_ZE—NF+=A
=+ —HILFEHEKANPANBE S RE
HIHERANB DL

Year ended December 31,

BE+-A=+—HLFE

2019 2018
—E-NF —E-N\F
RMB’000 RMB'000
AR%T R ARBTT
Employee benefit expenses REEMAX 273,468 296,339 18.5%
Order processing cost A1 B R IR AR 978,477 704,228 44.0%
Cost of pre-purchased EEFEREREE B
inventory-risk-taking products EmB AR 427,752 188,070 11.8%
Depreciation of property, plant and  E YN R
equipment, and right-of-use assets REEENE 122,091 101,442 6.3%
Procurement costs EREERAR 239,127 92,160 5.8%
Others A 276,831 218,274 13.6%
Total cost of revenue SHE M A 2,317,746 100.0% 1,600,513 100.0%

Cost of revenue increased by 44.8% from RMB1,600.5 million for the year
ended December 31, 2018 to RMB2,317.7 million for the year ended
December 31, 2019. The increase was mainly due to: (i) an increase in order
processing cost from RMB704.2 million for the year ended December 31,
2018 to RMB978.5 million for the year ended December 31, 2019, driven by
increased GMV for the year ended December 31, 2019; (ii) an increase in cost
of pre-purchased inventory-risk-taking products from RMB188.1 million for
the year ended December 31, 2018 to RMB427.8 million for the year ended
December 31, 2019, driven by the increase of pre-purchased inventory-risk-
taking products we offered; (iii) an increase in procurement costs due to the
increased sales of ancillary value-added travel products and services; and (iv)
an increase in bandwidth and servers fee from RMB116.4 million for the year
ended December 31, 2018 to RMB160.5 million for the year ended December
31, 2019. Excluding share-based compensation charges, cost of revenue
accounted for 31.0% of revenue for the year ended December 31, 2019,

which increased from 29.9% for the same period of 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
B o e 43 e

SERVICE DEVELOPMENT EXPENSES

Service and development expenses increased by 12.5% from RMB1,349.9
million for the year ended December 31, 2018 to RMB1,519.1 million for the
year ended December 31, 2019. The increase was mainly due to (i) increased
share-based compensation charges of IT employees; and (ii) increased
amortization of intangible assets in relation to the acquisition of TCCT in
the year of 2019. Excluding share-based compensation charges, service
development expenses accounted for 18.1% of revenue for the year ended
December 31, 2019, compared with 22.1% for the same period of 2018.

SELLING AND MARKETING EXPENSES

Selling and marketing expenses increased by 22.0% from RMB1,841.3
million for the year ended December 31, 2018 to RMB2,246.5 million for the
year ended December 31, 2019, which was mainly due to (i) the increased
advertising and promotion spending on sales channels; (ii) increased
amortization of intangible assets in relation to the acquisition of TCCT in
the year of 2019; and (iii) partially offset by decrease of agency commission
expense. Excluding share-based compensation charges, selling and marketing
expenses accounted for 29.6% of revenue for the year ended December 31,
2019 compared with 34.2% for the same period of 2018.

ADMINISTRATIVE EXPENSES

Administrative expenses decreased from RMB934.9 million for the year ended
December 31, 2018 to RMB625.2 million for the year ended December 31,

2019, which was mainly due to (i) a significant one-off charge in 2018 for the
reorganization expense incurred by the shareholders of Tongcheng Network
arising from the Reorganization in 2018 which shall be borne by us as
agreed between us and the relevant shareholders; and (i) a significant one-
off expense in 2018 relating to the issuance of ordinary shares to Tencent
at a discount in conjunction with the Tongcheng-eLong merger in 2018.
Excluding share-based compensation charges, administrative expenses
accounted for 4.7% of revenue for the year ended December 31, 2019, which

decreased from 11.9% for the same period of 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

FAIR VALUE CHANGES ON INVESTMENTS
MEASURED AT FAIR VALUE THROUGH PROFIT
OR LOSS

We recorded fair value gains on investments measured at fair value through
profit or loss of RMB106.0 million for the year ended December 31, 2019,
compared with RMB78.6 million for the year ended December 31, 2018. The
increase was primarily driven by fair value increase on short-term wealth

management products.

OTHER INCOME

Other income increased by 165.4% from RMB33.4 million for the year ended
December 31, 2018 to RMB88.6 million for the year ended December 31,
2019. The increase primarily reflected the increase in government subsidies

received.

INCOME TAX EXPENSE

We recorded an income tax expense of RMB195.0 million for the year ended
December 31, 2019 and an income tax expense of RMB67.0 million for the
year ended December 31, 2018, as a result of increased profit for the year
ended December 31, 2019.

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF
THE COMPANY

As a result of the foregoing, profit attributable to equity holders of the
Company increased from RMB530.0 million for the year ended December 31,
2018 to RMB688.1 million for the year ended December 31, 2019.
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OTHER FINANCIAL INFORMATION
Non-IFRS Financial Measures

To supplement our consolidated financial statements, which are presented
in accordance with IFRS, we also use certain non-IFRS measures, namely
adjusted EBITDA and adjusted profit for the year, as additional financial
metrics. These non-IFRS financial measures are not required by or presented

in accordance with IFRS.

We believe that non-IFRS measures facilitate comparisons of our operating
performance by eliminating potential impacts of items that our management
do not consider indicative of our operating performance. We believe that
such non-IFRS measures present useful information in understanding and
evaluating our consolidated results of operations in the same manner as
they help our management. However, our presentation of such non-IFRS
measures may not be comparable to similarly titled measures presented
by other companies. The use of these non-IFRS measures has limitations
as an analytical tool, and you should not consider it in isolation from, or as
substitute for analysis of, our results of operations or financial condition as

reported under IFRS.
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MANAGEMENT DISCUSSION AND ANALYSIS

Reconciliation of adjusted EBITDA from operating profit/(loss)

The following table reconciles adjusted EBITDA to operating profit/(loss),

its most directly comparable financial measure calculated and presented

in accordance with IFRS for the years presented:

B PR v e 23 b

AE B EBITDA HLAS 5 s 7 (518 )

HIETHR

TREIIAFT2WMF LT EEBITDABL
ERAM(BER)NEE - BREBERG B
MEEAFHERZIOREEELIERS
MISEtE %

Year ended December 31,

BEt-AZ=+—-HLFE

2019 2018
—B-NF —T-N\F
RMB’000 RMB'000
ARBTR ARBTT
Operating profit/(loss) LSRR (F8) 859,527 (311,192)
Add: hn
Share-based compensation AR BERHEHE 542,210 572,191
Amortization of intangible assets m A EEH 413,019 339,037
Depreciation of property, plant and Y - B &R B
equipment, and right-of-use assets TREEENE 168,120 116,655
Impairment loss on equity method investment AR EREBE 35,110 -
Reorganization cost EHKA 220,953
Issuance of ordinary shares at discount AT HIE T T mAR 113,099
Listing expense WX 91,508
Acquisition-related cost L i AR B A AR 9,883
Adjusted EBITDA TFHBEBITDA 2,018,532 1,152,134
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MANAGEMENT DISCUSSION AND ANALYSIS
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b. Reconciliation of adjusted profit for the year from profit for the
year

The following table reconciles our adjusted profit for the year to profit
for the year, its most directly comparable financial measure calculated

and presented in accordance with IFRS for the years presented:

A A7 A 5 B it Y EELAF 1] s R 1R

TR R AT 2 I E 0 F 048 8 )
S PRI IR - BIRITER A B
A3 I 2 5 A B BB AL H 0 B
e -

Year ended December 31,

BEt-AZ=+—-HLEE

2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
ARBT ARBTT
Profit/(loss) for the year FRBERN(BE) 686,522 534,539
Add: o
Share-based compensation AR BERHHE 542,210 572,191
Amortization of intangible assets from acquisition U B B 15 4 712 & B 6 4 276,246 217,534
Impairment loss on equity method investments Bz /AR ERERE 35,110 -
Fair value change on redeemable mAREEFEAR
convertible preferred shares HEB:t AEEN
measured at fair value through A HE o] AT B B S AR
profit and loss (a) NAEBEZEE) (907,734)
Reorganization cost FHKA 220,953
Issuance of ordinary shares at discount AFTHIE BT Y 113,099
Income tax expense related to reorganization BRAEHENFTE %Rﬁfﬁi 63,972
Listing expense WX 91,508
Others Hity 9,883
Adjusted profit for the year FREAREF 1,544,320 915,945

Note:

(@) Represents the fair value gain on redeemable convertible preferred shares
issued to eLong Cayman's shareholders measured at fair value through
profit or loss. We designated redeemable convertible preferred shares as
financial liabilities at fair value through profit or loss. Please refer to “History,
Reorganization and Corporate Structure-Major Shareholding Changes of Our
Company” in the Prospectus for more information about preferred shares.
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Share-based compensation included in cost of revenue and

expense items as follows:
1

MANAGEMENT DISCUSSION AND ANALYSIS

EmT

Cost of revenue SHE R

Service development expenses itk

Selling and marketing expenses $HE M HR X
Administrative expenses THRAX

Total share-based compensation DR EERNSEEE

Liquidity and Financial Resources

We funded our liquidity needs mainly from (i) the net proceeds received from
the Global Offering; and (ii) net cash generated from our business growth.

We had cash and cash equivalents of RMB2,271.3 million and RMB3,143.9

million as of December 31, 2019 and 2018, respectively.

The following table sets forth our cash flows for the years indicated:

B PR v e 23 b

wt A S B AR e PR S 3 H B LBy 2 FE Tl

Year ended December 31,

BE+=-A=t—HLFE

2019 2018
—E-NF —E-NF
RMB'000 RMB'000
ARMT T ARBTT
27,800 29314
177,375 187,738
57,336 43,800
279,699 311,339
542,210 572,191

T B & & R B IR

BAEBAONZREBEEMSHRIFE © k(i) %
BREMSRSFEBRNABESTK -

BE_Z-NFR-_ZE-NF+A=+—

B #fAsEERERASEEVARE

i —

22711 3EBITRAREES 143958 °

TR BRPINAREFENRERE

Net cash flows generated from operating activities
Net cash flows (used in) investing activities
Net cash flows generated from financing activities

REEBHRBREREF
RERY (FTA)AERE
RELPAERLREFHR

"
T

Net (decrease)/increase in cash and cash equivalents RERBEEZEY BL),
B INFE
Cash and cash equivalents at beginning of the year FUHRe;REEEYD
Effect of exchange rate changes on cash and EXREHHRERRE
cash equivalents ZEYNHTE
Cash and cash equivalents at end of the year FRESRRESEEY

Year ended December 31,

BE+=-A=t—HLFE

2019 2018
—E-NF “E-N\F
RMB’000 RMB'000
AR¥T T ARETE
1,696,442 2,360,953
(2,955,013) (1,400,497)
372,764 1,480,861
(885,807) 2,441,317
3,143,883 701,748
13,192 818
2,271,268 3,143,883
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MANAGEMENT DISCUSSION AND ANALYSIS
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Net cash generated from operating activities

For the year ended December 31, 2019, net cash generated from operating
activities was RMB1,696.4 million, which was primarily attributable to the
profit before income tax of RMB881.5 million, as adjusted by (i) amortization
of intangible assets of RMB413.0 million, depreciation of property, plant and
equipment, and right-of-use assets of RMB168.1 million, and share-based
compensation of RMB542.2 million; and (ii) changes in working capital, which
primarily consisted of an increase in trade receivable of RMB353.2 million,
an increase in prepayment and other receivables of RMB796.2 million, an
increase in trade payables of RMB893.7 million, and an increase in accrued

expenses and current liabilities of RMB254.5 million.

Net cash used in investing activities

For the year ended December 31, 2019, net cash used in investing activities
was RMB2,955.0 million, which was primarily attributable to (i) loans to related
parties of RMB354.9 million; (ii) payment for purchase of property, plant and
equipment of RMB301.1 million; (iii) payment for long term investments of
RMB264.8 million; (iv) payment for business combination of RMB270.0 million;
and (v) the net cash payment of wealth management products of RMB1,822.8
million. The aforesaid cash used was primarily offset by cash and cash

equivalents of RMB27.6 million acquired through the acquisition of TCCT.

Net cash generated from financing activities

For the year ended December 31, 2019, net cash generated from financing
activities was RMB372.8 million, which was primarily attributable to (i)
proceeds from exercise of stock options of RMB364.0 million; and (ii) proceeds
from short-term borrowing of RMB87.7 million, partially offset by payment of
cost in relation to public offering of RMB39.7 million and repayment of bank

borrowings of RMB28.4 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gearing Ratio

As of December 31, 2019, our gearing ratio, calculated as total borrowings
divided by total equity attributable to equity holders of the Company was
approximately 1.8% (2018: 1.5%).

Pledge of Assets

In October 2017, we entered into a loan agreement with the lending bank
to borrow RMB196.9 million to finance our purchase of office premises. The
loan was secured by our property and will expire on October 23, 2027. As
of December 31, 2019, the carrying amount of such secured property was
RMB377.2 million.

Capital Expenditure

B PR v e 23 b

EA AR

BHEZZ-AF+-A=+—H HMHER
BELE (REREERARNARREFEAE
HHEREEAE)OR18%(ZT—\F 1 1.5%) -

B E kA

RZE—tF+ A BPIREFRITITZLER
WiE o BAARKI9G6IBETALEEERA
BT RERUREMOWEERR - TR
T+ FE+A-+=ZHHH - BE_ZET—HNE
+ZA=1+—H8 ZERVENEREEAAR
BE37720B 8T

BAP

As of December 31,

BE+=-A=+—H
2019 2018
—E-NEF “E-N\F
RMB’000 RMB'000
AR¥T ARBFIT
Purchase of property, plant and equipment BEWE  BERE 301,138 337,491
Purchase of intangible assets BERFAEE 1,455 40
Placement of long-term investments(a) KA & (a) 264,812 32,500
Total capital expenditure EARMZARE 567,405 370,031

Note:

(@) Placement of long-term investments represents investments accounted for using
the equity method and investments measured at fair value through profit or loss.

Our capital expenditures primarily include purchases of property, plant and
equipment, intangible assets, investments accounted for using the equity
method and investments measured at fair value through profit or loss. We
funded our capital expenditure requirements mainly from cash generated

from our operations as well as bank borrowings.

GEE

@ RHAREERAEDEZARNBRARRAAE
EFf2AEEHABRENRE -

BPAMEARXEIRZBRREEYR BEER
B BVEE HRABDEIARNKRERRA
REEEREZFHFABRENEE - HMEE
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Long-term Investment Activities R E 6B
—
As of December 31,
BZ+=-A=+—H
2019 2018
—E-NF —T—N\F
RMB’000 RMB'000
ARMT T ARMFIT
Investments accounted for using the equity method — #RAAEZEEAABRMINE 90,435 48,731
Investments measured at fair value through EAnEEFEEEEHTA
profit or loss BamkE 238,753 52,442
Investments measured at amortized cost REER AT B HIRE 250,697 -
Total long-term investments REORERE 579,885 101,173

The aggregate amount of long-term investments as of December 31, 2019
was RMB579.9 million, as compared to RMB101.2 million as of December
31, 2018. The increase in our investments accounted for using the equity
method was due to our additional investment in certain private companies
over which we have significant influences. The increase in long-term
investments measured at fair value was caused by our additional investments
in certain private and public companies that we hold less than 20% interests.
We made long-term investments in accordance with our general strategy
of investing or acquiring businesses that are supplement and benefit our
business. Investments measured at amortized cost represents investment
in wealth management products over one year with fixed interest rates. We
plan to fund our long-term investments using cash flows generated from our

operations and the net proceeds received from the Global Offering.
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MANAGEMENT DISCUSSION AND ANALYSIS

Material Acquisition and Disposals

Save for the TCCT acquisition, there were no other material acquisitions and
disposals of subsidiaries, associates and joint ventures during the year ended
December 31, 2019.

Foreign Exchange Risk

Foreign exchange risk arises when future commercial transactions or
recognized assets and liabilities are denominated in a currency that is not
our functional currency. We manage our foreign exchange risk by performing
regular reviews of our net foreign exchange exposures. We did not hedge
against any fluctuation in foreign currency during the year ended December
31,2019.

Our subsidiaries and Consolidated Affiliated Entities in the PRC operate
mainly in the PRC with most of the transactions settled in RMB. We consider
our business not exposed to any significant foreign exchange risk as there
are no significant financial assets or liabilities of our Group denominated in
the currencies other than the respective functional currencies of our Group's

subsidiaries and Consolidated Affiliated Entities operating in the PRC.

Employee

As of December 31, 2019, we had a total of 5,431 full-time employees. As of
the same date, approximately 56.3% and 20.3% of our full-time employees
were based in Suzhou and Beijing, respectively, while remaining 23.4% of

them were based in the rest of the PRC and overseas.

We primarily recruit our employees through on-campus job fairs, recruitment
agencies and online channels, including our corporate websites and social
networking platforms. We have adopted robust internal training policies,
pursuant to which management, technology and other training is regularly
provided to our employees by in-house trainers or third-party consultants.
We have also adopted the 2016 Share Incentive Plan, 2018 Share Incentive
Plan, 2019 RSU Plan and 2019 Share Option Plan.
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As required by PRC laws, we participate in various statutory employee benefit
plans, including social insurance funds, namely a pension contribution plan,
a medical insurance plan, an unemployment insurance plan, a work-related
injury insurance plan, a maternity insurance plan, and a hosing provident
fund. We are required under PRC laws to contribute to employee benefit
plans at specified percentages of salaries, bonuses and certain allowances of
our employees up to a maximum amount specified by the local governments

from time to time.

None of our employees is currently represented by labor unions. We believe
that we maintain good working relationship with our employees and we
did not experience any significant labor disputes or any material difficulty in
recruiting employees for our operations during the year ended December 31,
2019.

FUTURE PLANS FOR MATERIAL INVESTMENTS
AND CAPITAL ASSETS

We will continue to explore potential acquisition, investment, joint venture
and partnership opportunities that we believe are in line with our overall
business strategies. Appropriate disclosures will be made by the Company

when it becomes necessary under the Listing Rules on the Stock Exchange.
Save as disclosed in this annual report and in the Prospectus, we did not

have any other plans for material investments and capital assets as at the

Latest Practicable Date.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Wu Zhixiang (RE#), aged 43, was appointed as the Co-Chairman of our
Board in March 2018 and our executive Director in June 2018. Mr. Wu's main
responsibility is to provide overall strategic planning and business direction
to our Group. Mr. Wu has more than 15 years of experience in e-commerce
and OTA business. Among others, Mr. Wu established Tongcheng Network
in March 2004. He has served as the chairman of Tongcheng Network
since April 2008. As its cofounder, Mr. Wu was responsible for the strategic
planning of Tongcheng Network and has continuously provided leadership

and inspiration for the Company’'s OTA business.

+

Mr. Wu received a bachelor's degree in history from Soochow University (%&
M) in the PRC in June 1998.

Mr. Wu currently holds the following positions in the subsidiaries of our
Group: the chairman of Tongcheng Network, and the executive director of

Suzhou Chengyi.

Ma Heping (55#1¥), aged 42, was appointed as our executive Director
in June 2018. Mr. Ma has served as our Chief Executive Officer since April
2018, responsible for the implementation of our business strategies and
the day-to-day business operation. From March to April 2018, together
with Mr. Jiang Hao, Mr. Ma served as our Co-CEO. Mr. Ma has over 11 years
of marketing experience for an internet company. From January 2006 to
March 2018, Mr. Ma has served as the chief marketing officer of Tongcheng
Network, responsible for the internet-based online and offline travel business,
as well as the promotion and development of the air ticket, hotel and other

transportation business of Tongcheng Network, before Tongcheng Spin-off.

Mr. Ma obtained a diploma in computer application and maintenance from
Soochow University (8k N A£2) in the PRC in June 1998.

Mr. Ma currently holds the following positions in the subsidiaries of our
Group: the director and general manager of Tongcheng Network, the
executive director and general manager of Longyue Tiancheng WFOE, and

the chairman and general manager of E-dragon Beijing WFOE.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT
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NON-EXECUTIVE DIRECTORS

Liang Jianzhang (B#E), aged 50, was appointed as our Co-Chairman
of the Board in March 2018 and non-executive Director in June 2018. Mr.
Liang has served as one of our Directors since 2016. Mr. Liang is one of the
co-founders and the executive chairman of Trip.com Group, a company
whose shares are listed on NASDAQ (stock symbol: TCOM). He has served as
the chairman of the board of directors of Trip.com Group since August 2003.
Mr. Liang served as the chief executive officer of Trip.com Group from 2000
to 2006, and from March 2013 to November 2016.

Save as disclosed above, Mr. Liang has served as a director of Sina Corp. (37
JRAF]), a company whose shares are listed on NASDAQ (stock symbol: SINA)
since December 2017, and a director of MakeMyTrip Ltd., a company whose
shares are listed on NASDAQ (stock symbol: MMYT) since January 2016.

Mr. Liang formerly served on the boards of BTG Hotels Group (B %/HE/E), a
company whose shares are listed on Shanghai Stock Exchange (stock code:
600258), Tuniu Corp (R4HR#E48), a company whose shares are listed on
NASDAQ (stock symbol: TOUR), eHi Car Services Ltd. (L& —WHBEREH
[RA7A]), a company whose shares were formerly listed on New York Stock
Exchange (stock symbol: EHIC) and privatized in April 2019, 51job, Inc (AT#2
EE AR AR]), a company whose shares are listed on NASDAQ (stock
symbol: JOBS), jiayuan.com International Ltd. (AR EEEBEAER D

a company whose shares were formerly listed on NASDAQ (stock symbol:
DATE) and privatized in May 2016, and Homeinns Hotel Group (Z05KE & 5
&), a company whose shares were formerly listed on NASDAQ (stock symbol:
HMIN) and privatized in April 2016.

Mr. Liang has won many accolades for his contributions to the Chinese travel
industry, including Best CEO in the Internet category in the 2016 All-Asia
Executive Team Rankings by Institutional Investor and 2015 China’s Business

Leader of the Year by Forbes.

Mr. Liang obtained master's degrees in information and computer science

from Georgia Institute of Technology in the United States in June 1991.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Jiang Hao (GI%), aged 47, served as the Company's Deputy Chairman of
the Board from April 2018 to March 2019, the Company's President from
April 2018 to March 2019, an executive Director from June 2018 to March
2019, and has been re-designated as a non-executive Director in March 2019.
From March to April 2018, together with Mr. Ma Heping, Mr. Jiang served
as the Company's Co-Chief Executive Officer. Mr. Jiang has over 16 years
of experience in leading Internet companies. From 1999 to 2015, Mr. Jiang

served as a senior vice president in Trip.com Group.

Mr. Jiang received a bachelor's degree of engineering in ship engineering
from Shanghai Jiao Tong University (/8 3238A22) in the PRC in 1993.

Mr. Jiang currently holds the following positions in the subsidiaries of our
Group: the director of Tongcheng Network, the executive director and

general manager of Beijing E-dragon.

Cheng Yu Ming Matthew (#§;#88), aged 50, has been appointed as
our non-executive Director in April 2020. Mr. Cheng joined Tencent since
November 2010, and currently serves as the corporate vice president of
Tencent. Mr. Cheng currently serves as a non-executive director of Fusion
Bank Limited (BREERITAMRAF]) since March 2019. Mr. Cheng currently
also serves as a non-executive director and a member of the audit committee
of China Literature Limited (BJ3C5 @) (a company whose shares are listed
on the Main Board of The Stock Exchange of Hong Kong Limited (stock
code: 772)) since November 2019. Prior to joining the Tencent Group, Mr.
Cheng worked at Price Waterhouse, an accounting firm currently known as
PricewaterhouseCoopers, from 1992 to 1997, China Everbright Technology
Limited (currently known as Citychamp Watch & Jewellery Group Limited) (a
company whose shares are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (stock code: 256)), a company principally engaged
in manufacturing of computer peripherals, from 1997 to 2000 and various
companies assuming financial management functions. Mr. Cheng is an
associate member of Hong Kong Institute of Certified Public Accountants and

a fellow member of the Association of Chartered Certified Accountants.

Mr. Cheng has obtained a bachelor's degree in accountancy from the Hong
Kong Polytechnic (now the Hong Kong Polytechnic University) in October
1992.
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Brent Richard Irvin, aged 47, has been appointed as our non-executive
Director in June 2018. Mr. Irvin joined our Group and has been appointed as
one of our Directors since March 2018. Mr. Irvin joined Tencent in January
2010, and is currently serving as the vice president and general counsel
of Tencent, the head of Tencent American branch. Prior to that, Mr. Irvin
worked as a lawyer at Wilson Sonsini Goodrich & Rosati from August 2005 to

November 2009, with a focus on technology companies.

Mr. Irvin has been a director of Tencent Music Entertainment Group (F&&ll
FEYREAEE), a company whose shares are listed on the New York Stock

Exchange (stock symbol: TME), since July 2016.

Mr. Irvin obtained a bachelor's degree in history from Carleton College in
the United States in June 1994, a master's degree in East Asian studies from
Yale University in the United States in December 1995, and a doctor of
jurisprudence degree from Stanford University in the United States in June
2003.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Wu Haibing (R78£), aged 47, has been appointed as our independent
non-executive Director since November 2018. Mr. Wu has over 17 years of
experience in finance. Mr Wu has been serving as the investment partner of
Sequoia Capital since June 2019. Previously, Mr. Wu served as a partner of
VKC-Partners (322X %) and the chief financial officer of Plateno Hotel Group
(previously known as “7 Days Group Holdings Limited”), a company whose
shares were then listed on the New York Stock Exchange (stock symbol: SVN)
and voluntarily delisted in July 2013. Mr. Wu is a non-practicing member of

Shanghai Institute of Certified Public Accountant.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Wu has served as an independent director of Shanghai MicroPort
Endovascular MedTech Co., Ltd.,, a company whose shares are listed
on Shanghai Stock Exchange (stock code: 688016) since July 2018, an
independent director and a member of audit committee of CooTek (Cayman)
Inc, a company whose shares are listed on the New York Stock Exchange
(stock symbol: CTK) since September 2018, an independent director of Acorn
International, Inc. (R REIFEIMNBR7A7F]), a company whose shares are
listed on the New York Stock Exchange (stock symbol: ATV) since October
2016, and an independent non-executive director of Zhong Ao Home Group
Limited (PR EREBE B R A7), a company whose shares are listed on the
Main Board of the Stock Exchange (stock code: 1538) from November 2015 to
May 2017. From November 2013 to June 2016, Mr. Wu was an independent
non-executive director of Dongpeng Holdings Company Limited (B fi§#2%
AR B BR A R]), a company whose shares were formerly listed on the
Main Board of the Stock Exchange (stock code: 3386) and privatized in June
2016. From September 2011 to May 2016, Mr. Wu was a director of Country
Style Cooking Restaurant Chain Co., Ltd. (A R BB REFEHEBR AT, a
company whose shares were formerly listed on the New York Stock Exchange
(stock symbol: CCSC) and, privatized in May 2016.

Mr. Wu received his bachelor’s degree in economics from Shanghai Jiao Tong
University ((E/823BARE) in the PRC in July 1994 and a master's degree in
business administration from Michigan State University in the United States
in May 2000.

Dai Xiaojing (E/N3), aged 60, has been appointed as our independent
non-executive Director since November 2018. Mr. Dai has profound
knowledge and experience in the research and studies of securities market
and finance. From December 1998 to April 2016, Mr. Dai served as an
executive director in SEEC Media Group Limited (B1 s B LB AR A F), a
company whose shares are listed on the Main Board of the Stock Exchange
(stock code: 0205). Mr. Dai was engaged in economic policy research at the
Economic Development Research Institute of State Council of the PRC, and

he was an editorial committee member of CapitalWeek.

Mr. Dai received his bachelor's degree in science and master's degree in
law from Sun Yat-sen University (FFLLKER) in the PRC, in 1981 and 1984,

respectively.
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Han Yuling (2 X2), aged 64, has been appointed as our independent
non-executive Director since November 2018. Ms. Han currently holds
professorial fellowship and is the vice dean of the China Tourism Talent
Development Research Institute (FFBIAR®EA A 2 EIFFELT) at Beijing
International Studies University (bR 88 ZHMNEFEEFT). Ms. Han also serves
as a secretary general of the China National Tourism Vocational Education
Permanent Committee (ZBIREBEHNEHZIEE L E ). She has
consecutively served as a lecturer, associate professor and professor at Beijing
International Studies University since May 1986, and served as a lecturer at
Central China Normal University (2 ET&EKE) from October 1979 until
April 1986.

Ms. Han obtained her bachelor's degree in politics from Central China Normal
University (Z£/R B &3 A 22) in the PRC in July 1979.

SENIOR MANAGEMENT

Ma Heping (5 #1F), our executive Director and Chief Executive Officer. See
“—Executive Directors” in this section for his profile.

Fan Lei (S£%), aged 38, was appointed as the Chief Financial Officer
of our Group in March 2018, and is responsible for the overall financial
management. From September 2016 to March 2018, Mr. Fan served as the
finance vice president of our Company. From April 2013 to September 2016,
Mr. Fan served as a principal and senior principal, in the financial plan and
analysis department of eLong Cayman. Prior to joining our Group, Mr. Fan
consecutively served as a financial manager and a senior financial manager
in Lenovo Group Limited (Bt8EEABR A
are listed on the Main Board of the Stock Exchange (stock code: 0992) from
March 2010 to April 2013.

a company whose shares

Mr. Fan received a bachelor's degree of engineering in mechanical
engineering and automation from Beihang University (3t RALZEMA K
&) in the PRC in 2004. Mr. Fan also obtained a master's degree of business

administration from The Chinese University of Hong Kong in 2010.

Mr. Fan currently serves as a supervisor in various subsidiaries of our Group,
including Tianjin Elong E-dragon Interactive Technology Co., Ltd., Tianjin
E-dragon Interactive International Travel Agency Co., Ltd., E-dragon (Tianjin)

Technology Co,, Ltd., Longyue Tiancheng WFOE, and E-dragon Beijing WFOE.
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Wang Qiang (E3#), aged 39, was appointed as the Chief Marketing Officer
of our Group in March 2018, and is responsible for the implementation of
our business strategies on marketing. From May 2016 to March 2018, Mr.
Wang served as the chief marketing officer of Tongcheng Network, and was
responsible for its promotion and business development. From February
2012 to May 2016, Mr. Wang consecutively served as a programmer, senior
manager, deputy principal and principal in the wireless business department

of Tongcheng Network.

Mr. Wang received a diploma in applied computer science from Nanjing
University of Finance and Economics (B3R B4 K22) (previously known as
Nanjing Economics Academy (B8 RASEZ2Bx)) in the PRC in 2002.

Mr. Wang currently holds the following positions in the subsidiaries of our
Group: the supervisor of Tongcheng Network, the director of E-dragon
Beijing WFOE and Shenzhen JL-Tour International Travel Service Co., Ltd., the
executive director and general manager of Tianjin Elong E-dragon Interactive
Technology Co., Ltd., Tianjin E-dragon Interactive International Travel Agency

Co,, Ltd., and E-dragon (Tianjin) Technology Co., Ltd,,

Yu Pei (5R7), aged 37, was appointed as a Vice President of our Group in
March 2018, and is responsible for the overall research and development
activities of our Group. From February 2012 to March 2018, Mr. Yu
consecutively served as the structure design principal, chief structure officer

and chief technology officer of eLong Cayman.

Mr. Yu currently holds the following positions in the subsidiaries of our Group:
the director of E-dragon Beijing WFOE and Shenzhen JL-Tour International

Travel Service Co.,, Ltd.
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Bai Zhiwei (H&1{&), aged 43, was appointed as a Vice President of our
Group in March 2018, and is responsible for the marketing and business
development of our Group. From June 2014 to March 2018, Mr. Bai served
as a vice president of eLong Cayman. From December 2010 to June 2014,
Mr. Bai served as a senior principal and business development vice president
at sales support department of elong Cayman. From February 2008 to
December 2010, he served as a regional senior principal, responsible for the

strategic clients of elong Cayman.

Mr. Bai received double bachelor’'s degrees of computer science and
economics from Peking University (3tZ7RAZ2) in the PRC in 1998. He also
obtained a master's degree of business administration from Tsinghua
University (BZE K Z) in the PRC in 2007.

Save as disclosed in this Annual Report, none of our Directors and senior
management hold any other positions within our Group. None of our
Directors and senior management is related to other Directors, senior

management or substantial shareholders.
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The Board of the Company presents this directors’ report in the Group's

annual report for the year ended December 31, 2019.

PRINCIPAL ACTIVITIES

The Group is a market leader in China’s online travel industry. Through our
Tencent-based online platforms, mobile apps and websites, the Group offers
a comprehensive and innovative selection of products and services covering
nearly all aspects of travel, including transportation ticketing, accommodation
reservation, attraction ticketing services and various ancillary value-added
travel products and services designed to meet users’ evolving travel needs.
As a technology-driven company, the Group prioritizes the development of
our information technology, including research and development in big data

and artificial intelligence capabilities.

There were no significant changes in the nature of the Group's principal
activities during the year ended December 31, 2019. Please refer to note 39
to the Consolidated Financial Statements for details of the principal activities

of the principal subsidiaries of the Group.

RESULTS

The results of the Group for the year ended December 31, 2019 are set out in

the Consolidated Statement of Comprehensive Income of this annual report.

FINAL DIVIDEND

The Board has resolved not to recommend the payment of a final dividend

for the year ended December 31, 2019.

SHARE CAPITAL

Details of the issued shares of the Group during the year ended December

31,2019 are set out in note 28 to the Consolidated Financial Statements.

RESERVES

Details of the movements in reserves of the Group during the year ended
December 31, 2019 are set out in the Consolidated Statement of Changes In

Equity of this annual report.

DISTRIBUTABLE RESERVES

As at December 31, 2019, the Company has distributable reserves of
RMB21,144 million in total available for distribution.
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FINANCIAL SUMMARY

The Group's financial summary for the last five financial years is set out in the

section headed “Five-Year Performance Review" of this annual report.

BANK LOANS AND OTHER BORROWINGS

Details of bank loans and other borrowings of the Company and the Group
as of December 31, 2019 are set out in note 24 to the Consolidated Financial

Statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year ended December 31, 2019 are set out in note 14 to the

Consolidated Financial Statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, the Company has maintained the amount
of public float as required under the Listing Rules as at the Latest Practicable
Date.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association
and there is no restriction against such rights which would oblige the

Company to offer new shares on a pro-rata basis to the existing Shareholders.

TAX RELIEF

The Directors are not aware of any tax relief available to the shareholders of

the Company by reason of their holding of the Company's securities.

USE OF PROCEEDS FROM THE GLOBAL
OFFERING

The Shares of the Company were listed on the Main Board of the Stock
Exchange on November 26, 2018 by way of global offering, raising total net
proceeds of approximately RMB1,319.3 million after deducting professional

fees, underwriting commissions and other related listing expenses.
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As of December 31, 2019, the Group had used the net proceeds from the
Global Offering for the following purposes:

Use of The actual

proceeds in amount of
the same manner proceeds Net proceeds
and proportions utilized as of unutilized as of

as stated in December 31, December 31,
the Prospectus 2019 2019
DEARER BE-Z2-AF BE-Z2-NF
Fritt 948 =) +=ZA=+-8H +=ZA=t+-8
FRRLA 2EANRS AREAH
ERMEBNE REBREE FBREFE
RMB Million RMB Million RMB Million
ARBHEER ARBRER ARBEER
30% will be used to enhance our 30% R A2 248 A
products and services offerings and ARmEEMNERR
our TSP and user bases in the following RS (P IA B B P o ik i
12 to 24 months PR s 4 FE 7 S R P
(@  40% will be used to expand our (@)  40%i% AR Ina8 3 A
user base by strengthening FERERE -
our user acquisition channels; DA R F AP
FRPER
(b)  30% will be used to expand our (b) 30%HARIERERE
product and service offerings BRI H

by building and enhancing

our relationships with emerging
and existing TSP and by developing
and introducing innovative

travel products and services

in partnership with TSP;

(c)  20% will be used to increase our
brand awareness through
advertising and promotional
activities; and

(d)  10% will be used to enhance
user stickiness by improving

membership loyalty programs.
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Use of

proceeds in

the same manner
and proportions

as stated in

the Prospectus
NERRER
Frat gy =)
HFRREA
ERERE
RMB Million
ARBEBER

30% will be used to fund
potential acquisition, investment,
joint venture and partnership
opportunities in the following
12 to 24 months
30% will be used to enhance our
overall technology capabilities
in the following 12 to 24 months
(@) 40% will be used to build our big
data and Al capabilities;
(b)  40% will be used to improve our
[T infrastructure; and
(b)  20% will be used to provide
competitive compensation to
recruit and retain IT talents.
10% will be used for working capital

and general corporate purposes

30%BRAR12E 2418 A

RRNEERE  RE
RERAE

30% R AR 12E 2418 A
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Total

The actual
amount of
proceeds
utilized as of
December 31,
2019
BE-2-NF
+=-A=1+-H
BREANARE
NEEREHE
RMB Million
ARBRER

Regarding the net proceeds that had not been utilized as of December 31,
2019, the Company intends to use them in the same manner and proportions
as stated in the Prospectus. The completion time of using the net proceeds
will be determined based on the future business development of the

Company.
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BUSINESS REVIEW

a.

Overview and performance of the Year

Business review and financial review are provided in the Management

Discussion and Analysis section of this annual report.

Environmental Policies and Performance

It is our corporate and social responsibility in promoting a sustainable
and environmental-friendly environment, the Group strives to minimize
our environmental impact by saving electricity and to build our

corporation in a sustainable way.

Compliance with Relevant Laws and Regulations

The Group has complied with the requirements under the Companies
Ordinance, the Listing Rules, the SFO and the Corporate Governance
Code for, among other things, the disclosure of information and
corporate governance. The Group has also complied with other relevant
laws and regulations that have a significant impact on the operations
of the Group, such as the PRC Telecommunications Regulations, PRC
E-Commerce Law, PRC Pricing Law and the Qualification Accreditation
Measures (Amended in 2015), Administrative Measures for Insurance
Licences and PRC Cyber Security Law. Please refer to the section headed

“Regulatory Overview" in the Prospectus for details.

Key Relationships with Stakeholders
Relationship with Our Customers

Our primary customers consist of a large and diverse base of travel
services providers covering a wide range of travel segments. Our
TSP customers include airlines and other air ticket suppliers, train
ticket suppliers, bus operators, ferry carriers, hotels and alternative
accommodation providers, other online travel agencies from whom
the Group sources travel products and services, as well as suppliers
of various ancillary value-added travel products and services, such as
insurance companies and car rental companies. Trip.com Group and its
affiliates represented one of our Group's largest customers. Our Group
and Trip.com Group share hotel and accommodation, transportation
ticketing, attraction ticketing and other travel-related resources for
sale on each other's online platforms in order to provide a more

comprehensive selection of travel services to our respective users.
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The Group develops and maintains long-term strategic relationships
with our TSP.

TSP selection. The Group carries out a rigorous TSP selection
process. When determining whether to introduce a prospective
TSP to our platforms, the Group takes into account various factors,
including reputation, industry expertise and know-how, price
competitiveness, and a history of delivering high-quality products

and services.

Travel product procurement. Our product procurement team
works closely with our TSP to ensure that our users are provided
with high-quality travel products. The Group also frequently
conducts price comparisons for TSP’s travel products to assess
the competitiveness of our pricing. Additionally, the Group hosts
periodic large procurement events and presents our major TSP with

our estimated product demand.

Travel product development. The Group strives to provide our TSP
with industry and user insight based on the massive data the Group
has accumulated over the years. As part of the ancillary value-added
services the Group provides to our TSP, the Group uses our data
analytic capabilities to help them develop innovative services to
meet travelers' evolving needs and to optimize the pricing of such
products. The Group believes this helps us build stronger ties with

existing TSP and attract potential TSP.

Relationship maintenance. The Group interacts with our TSP
mainly through our dedicated customer service teams, which
actively communicate with our TSP by various means. The Group
encourages our accounting and technical staff to communicate
directly with their counterparts at the TSP to ensure the issues

arising in these areas can be resolved in a timely manner.
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Additionally, the Group has developed proprietary technologies
and systems to interact with our TSP and assist them in managing,

pricing and marketing their supply. These systems primarily include:

- a customer management system, which enables us to gather
and analyze numerous types of behavior and transaction data
of TSP, including sales volume, user satisfaction, conversion
rates, and user acquisition costs. The Group uses data gathered
through this customer management system in budgeting and
procurement planning, as well as designing our marketing and

promotional campaigns; and

- an e-booking system, a platform accessible via web and
mobile, that offers TSP the ability to manage inventory, pricing
and other product information, on a real-time basis without

our direct involvement.

® Quality control. To ensure that the Group delivers high-quality
products, the Group has in place service protocols and guidelines
for TSP to follow, and maintain dedicated teams to monitor the TSP
and engage with TSP in responding to queries and user feedback
and reviews. The Group offers TSP, who maintain positive user
feedback, an optimized listing in the search results on our platforms,
and impose sanctions on TSP who violate the service protocols or

constantly receive user complaints.

Our other groups of customers are (i) users who purchase from us
travel products (primarily including accommodation) that the Group
pre-purchased from travel services providers; (i) users who purchase
ancillary value-added travel products and services, such as airport VIP
lounge and priority boarding services, and pay us service fees; and (iii)
advertisers who post advertisement of their products and services on

our online platforms.
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Relationship with Our Suppliers

Our suppliers primarily consist of (i) user acquisition channels;
(i) online and mobile payment services; (iii) advertising and
marketing service providers; (iv) data storage, server hosting
and bandwidth providers; (v) suppliers of room nights
that the Group pre-purchased for resale to users; and (vi)
third-party sales channels, including the online platforms of
Trip.com Group and its affiliates, through which the Group makes

available travel products and services that the Group sources from TSP.

The Group usually enters into annual non-exclusive supply contracts
with our suppliers based on our estimated demand for products and/or
services for the year. Tencent, one of our largest shareholders, together
with its affiliates, represents one of our largest suppliers. The Group
operates our Tencent-based platforms and procure mobile payment
services for purchases made by our users through these Tencent-based
platforms, in particular, the mobile payment interfaces of Weixin and
Mobile QQ.

Relationship with Our Employees

The Group embraces our employees as the most valuable assets of the
Group. The objective of the Group's human resources management is to
reward and recognize outstanding employees by providing competitive
remuneration packages and implementing a sound performance
appraisal system with appropriate incentives, and to promote career
development and progression within the Group by providing robust
internal training and opportunities. In particular, to strengthen and
sustain our technology innovation, the Group will continue to attract,
train and retain more talent in technology, research and development.
New talent will continue to support our technology and will be offered
advancement through performance-based compensation packages,

on-the-job training programs and promotion opportunities.

Relationship with Our Shareholders

The Group recognizes the importance of protecting the interests
of the Shareholders and of having effective communication with
them. The Group believes communication with the Shareholders
is a two-way process and have thrived to ensure the quality and
effectiveness of information disclosure, maintain regular dialogue
with the Shareholders and listen carefully to the views and feedback
from the Shareholders. This has been done through general meetings,
corporate communications, interim and annual reports and results

announcements.
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Principal Risk and Uncertainties
Risk of Major Customers

Since a limited number of customers, including Trip.com Group and its
affiliates, take up a substantial portion of the Company’s revenue, there
will be an adverse impact on the sales and profit of the Group if these
major customers reduce the volume of, or no longer sell, their travel

products and services sold through us.

Response measures: The Group will increase market sales of our products
through a diversified source of TSP, including (i) contracting directly
with TSP including airlines, hotel operators and railway companies; (ii)
contracting with regional travel agents; (iii) directly linking our platforms
to booking systems operated by TSP; and (iv) sharing of travel resources
with other third party online travel agencies. At the same time, the
Group will actively looks for mergers and acquisition opportunities to

expand the market size.

Risk of Maintaining Business Partnerships

The Group depends on our ability to maintain our existing partnerships,
including TSP and our extensive collaboration with the Tencent Group.
Adverse changes in existing relationships, or our inability to enter into
new arrangements on commercially favorable terms, could adversely

affect our business, financial condition and results of operations.

Response measure: The Group will (i) deepen cooperation with business
partners and to strengthen our value propositions to them, for example,
by leveraging our technology to help our TSP offer more innovative and
customized products and services; (ii) diversify our service providers, in
relation to the provision of payment and settlement, and other technical
services; and (iii) expand user base through a diverse range of traffic

acquisition channels.

e.
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Risk of Competition within the Industry

Competition in the online travel industry is highly competitive. The
Group competes primarily with other online travel agencies, as well
as traditional travel agencies and travel service suppliers. As China’s
online travel market continues to evolve, the Group may be faced
with increased competition from new domestic travel agencies or
international players that seek to expand into China. The Group may also
face increasing competition from hotels and airlines as they increase
their direct selling efforts or engage in alliances with other online travel
service providers. Increased competition could reduce our operating

margins and profitability and result in our loss of market share.

Response measures: The Group will continue to make, substantial
investments in our sales and marketing efforts, including broadening
our user acquisition channels. At the same time, the Group will further
improve its market competition analysis mechanism, focus on market
dynamics and collect market information. In addition, the Group will
continue to increase our competitiveness through expanding the range
of our product and service offerings, growing our user base, enhancing
our user engagement, and pursuing strategic alliances, acquisitions and

investments.

Risk of Retaining and Growing our User Base

The size of the Group’s user base and the level of user engagement are
critical to our success. Our business will continue to significantly depend
on our users and their level of engagement with our products and
services. If users no longer view our products and services as useful and
attractive, the Group may not be able to increase or maintain our user
base and the level of user engagement. Thus, our operating results and

long-term monetization potential could be adversely impacted.

Response measures: The Group will continue to seek the most effective
and cost-efficient ways to expand our user base through a diverse
range of traffic acquisition channels. The Group’s major strategies are
(i) increasing user awareness of Tencent-based platforms, (i) enhancing
our brand equity through marketing and promotional activities, (iii)
acquiring traffic efficiently for our proprietary mobile apps, (iv) creating
a travel-focused social community, driving user loyalty and stickiness,
and (v) providing a more personalized user experience with smart travel

solutions to meet our users’ evolving needs.
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Risk of Operational Insufficiency

The results of the Group's operations will continue to be affected by our
ability to improve our operational efficiency. The main operational risks
faced by the Group include but not limited to the risks of breaching our
users' privacy, risks associated with payment fraud, risks of operational

fluctuations due to seasonality.

Response measures: As our business grows, the Group will continue
to further improve our operational efficiency through developing
technologies and infrastructure across different business functions.
The Group will also continue to focus on automation by, for example,
improving direct connect with accommodation suppliers to allow more
of them to manage inventories and rates and process bookings directly

from their own systems.

PROSPECTS

A description of the future development in the Company’s business is
provided in the Chairman'’s Statement and the Management’s Discussion and

Analysis section of this annual report.

EVENTS AFTER THE END OF DECEMBER 31, 2019

In January 2020, COVID-19 outbreak was reported in China with declined
demand on travel and accommodation. The Company’s operation and
performance are inevitably disrupted. During the difficult period following
the COVID-19 outbreak, the Company launched a dynamic set of initiatives
to fulfill the responsibilities and duties towards the community, to protect
users and employees, as well as to help our suppliers. Recently, it appears
that the central government has urged all-out efforts and take the most
comprehensive and rigorous measures to prevent and control the contagion
and that the new infections declined continually. The Company will pay
close attention to the development of COVID-19 outbreak and evaluate its
potential impact on financial performance. The Company was not aware of
any material adverse effects on its financial performance in fiscal year 2019.
The Company considers the disruption on its operation and performance is
short-lived, and the Company will continue to fulfill its business strategy to

maintain its leadership in China's travel market in a long term.

Except from above, the Directors are not aware of any significant event
requiring disclosure that has taken place subsequent to December 31, 2019

and up to the date of this report.
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DIRECTORS

The Directors up to the date of this annual report are:

Executive Directors

Mr. Wu Zhixiang (Co-Chairman)
Mr. Ma Heping (Chief Executive Officer)

Non-executive Directors

Mr. Liang Jianzhang (Co-Chairman)

Mr. Jiang Hao (Note 1)

Mr. Lin Haifeng (resigned on November 25, 2019)

Mr. Yu Haiyang (resigned on April 19, 2020) (Note 2)

Mr. Cheng Yun Ming Matthew (appointed on April 19, 2020) (Note 3)

Mr. Brent Richard Irvin

Independent Non-executive Directors

Mr. Wu Haibing
Mr. Dai Xiaojing
Ms. Han Yuling

Notes:

(1) With effect from March 19, 2019, Mr. Jiang Hao has resigned from his positions as
the Deputy Chairman and President of the Company and been re-designated as a
non-executive Director. Please refer to the announcement of the Company dated

March 20, 2019 for details.

(2)  With effect from November 25, 2019, Mr. Yu Haiyang has been appointed as a
non-executive Director of the Company and a member of the Audit Committee.
Please refer to the announcement of the Company dated November 25, 2019 for
details. Mr. Yu has been resigned as a non-executive Director of the Company and
a member of the Audit Committee with effect from April 19, 2020. Please refer to

the announcement of the Company dated April 19, 2020 for details.

(3)  With effect from April 19, 2020, Mr. Cheng Yun Ming Matthew has been appointed
as a non-executive Director of the Company and a member of the Audit
Committee. Please refer to the announcement of the Company dated April 19,

2020 for details.

In accordance with Article 84(1) of the Articles of Association, one-third of
the Directors will retire by rotation at every annual general meeting (provided
that every Director shall be subject to retirement by rotation at least once
every three years) and, being eligible, offer themselves for re-election. Mr. Wu
Zhixiang, Mr. Brent Richard Irvin and Mr. Wu Haibing will retire from the Board

by rotation at the AGM and, being eligible, offer themselves for re-election.
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In accordance with Article 83(3) of the Articles of Association, any Directors
appointed by the Board either to fill a casual vacancy or as an addition to the
Board will hold office until the first general meeting or the next following
annual general meeting of the Company after his appointment. Mr. Cheng
Yun Ming Matthew will hold office as the Director until the AGM and, being

eligible, offer himself for re-election.

No Director proposed for re-election at the AGM has an unexpired service
contract which is not determinable by the Company or any of its subsidiaries
within one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management of the
Group are set out in the section headed "Profiles of Directors and Senior

Management” of this annual report.

DIRECTORS’ SERVICE CONTRACTS

The executive Directors have each entered into a service contract with the
Company pursuant to which they agree to act as an executive Director for an
initial term of three years until terminated in accordance with the terms and
conditions of the service contract or by either party giving to the other not

less than three months’ prior notice in writing.

The non-executive Directors have each entered into a service contract
with the Company pursuant to which they agree to act as a non-executive
Director for a term of one year until terminated in accordance with the terms
and conditions of the service contract or by either party giving to the other

not less than one month's prior notice in writing.

The independent non-executive Directors have each signed a letter of
appointment with the Company and have been appointed for a term of one
year. The appointment may be terminated by either party giving to the other

not less than one month’s prior notice in writing.

None of the Directors have an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within one year

without payment of compensation, other than statutory compensation.
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CONFIRMATION OF INDEPENDENCE FROM THE
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Group has received from each of the independent non-executive
Directors, namely Mr. Wu Haibing, Mr. Dai Xiaojing and Ms. Han Yuling,
the confirmation of their respective independence pursuant to Rule 3.13
of the Listing Rules. The Company has duly reviewed the confirmation of
independence of each of these Directors. The Group considers that the
independent non-executive Directors have been independent from the date
of their appointments to December 31, 2019 and remain so as of the date of

this annual report.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

Long position in the Company’s shares

As at December 31, 2019, the interests and short positions of the Directors
and chief executives of the Company in the shares, underlying shares or
debentures of the Company or any of our associated corporations (within the
meaning of Part XV of the SFO), which were required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which they were taken or
deemed to have under such provisions of the SFO); or (b) pursuant to Section
352 of the SFO, to be entered in the register referred to therein; or (c) to be
notified to the Company and the Stock Exchange pursuant to the Model

Code, were as follows:
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Approximate
percentage of
shareholding in

Number of the total issued
Name of Director Capacity/Nature of Interest Ordinary Shares share capital (%)
REBITRAE
BERHBA
EEnS B EREE ZERHAE FIRE D (%)
Mr. Wu Zhixiang™" Founder of a discretionary trust, Beneficial interest 53,510,200 2.52% (L)
RERFED 2REFEMEIZA - BEn
Mr. Ma Heping® Founder of a discretionary trust, Beneficial interest 31,838,810 1.50% (L)
BT ELED EREENEIZA - BEmiEm
Mr. Jiang Hao® Interest of controlled corporation, Beneficial interest, Grantee
LEFRED of restricted shares units 18,962,950 0.89% (L)

L
L

SEGEEERD  Bafa - XRHIROFBLARA

/|
N

denotes a long position

(350}

Notes:

m

Travel Maps Limited directly holds 46,511,000 shares in the Company. As Travel
Maps Limited is wholly-owned by The Travel Maps Trust, of which Mr. Wu Zhixiang
is the founder, Mr. Wu is deemed to be interested in the Shares in which Travel
Maps Limited is interested.

3,500,000 and 3,500,000 options were granted to Mr. Wu pursuant to the 2018
Share Incentive Plan on March 9, 2018 and May 18, 2018, respectively.

Adventure Together Limited directly holds 9,499,140 shares in the Company. As
Adventure Together Limited is wholly-owned by The Hope Family Trust, of which
Mr. Ma Heping is the founder, Mr. Ma is deemed to be interested in the Shares in
which Adventure Together Limited is interested.

6,914,155, 6,914,155, 6,914,160 and 1,600,000 options were granted to Mr. Ma
pursuant to the 2018 Share Incentive Plan and 2019 Share Option Plan on March 9,
2018, May 18, 2018, September 1, 2018 and December 20, 2019, respectively.

Oasis Limited directly holds 5,555,560 shares in the Company. As Oasis Limited is
indirectly wholly-owned and controlled by Mr. Jiang Hao, Mr. Jiang is deemed to
be interested in the Shares in which Oasis Limited is interested.

1,803,695, 1,803,695 and 1,500,000 options were granted to Mr. Jiang pursuant to
the 2018 Share Incentive Plan on March 9, 2018, May 18, 2018 and September 1,
2018, respectively.

Mr. Jiang is also granted restricted share units in respect of 8,300,000 shares
pursuant to the 2016 Share Incentive Plan on August 26, 2016.

FaE

Travel Maps Limited )A7ZNA Bl E #3576 46,511,000
R%R% 15 o AR Travel Maps LimitedfThe Travel
Maps Trust2 & # A + RREFITLEAThe Travel
Maps Trust B BIHE A » R £ AR B Travel Maps
Limited FTFF BRI P B % ©

BEZZ-N\FROABE - REEHRRZ
Z-—N\E=ZANBK=_ZFE—N\FRA+N\BER
¥ 3,500,0001% %% 3,500,00017 BE A% 42 ©

Adventure Together Limited AR R A HE#
9,499,140 5 ° B Adventure Together
Limited E The Hope Family Trust2 &% H *© MEM
£ B The Hope Family TrustBAIBEA » &4
1R AR Adventure Together Limited B3 A HIAX
DHhREEER -

BE—T-—N\FRNDEBFAER-"F—-—NLFE
TS BARESIR=ZZ—N\FE=ANAB
—Z—-N\FEHEA+NB - ZZE—NFEHALA—H
=T NF+=-A=+RHEEKT6914,15513 *
6,914,15513 + 6,914,16017 K.1,600,00017 B A% 42 ©

Oasis Limited AR Bl E #1548 5,555,560 & A7
R Oasis Limited /TR EREEZEHE RIT
Hl o LR AEWAR AR Oasis Limited R A B LD
AR o

BEZT— N\ERGUBTE  TEEDRRZ
E—-NEF=ALB ZE-NERTAt+tN\BEZ
ZT—N\FNA—HBEKTF1,803,6951% * 1,803,695
1% }1,500,00015 BEASLAE ©

BT —NERGSB TS TEER-_F—
ANENAZ+7NBIREES,300,000 AR DER T =
PR A1 BE A7 o
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Long positions in the associated corporations of the Company
I ——

Name of Director

Name of associated corporation

T AR 2% A W 2 1O ) e

I
Approximate
Number of percentage of

securities held interests (%)

RSN
ExpE HEEE A8 RS HE B2t (%)
Mr. Wu Zhixiang Tongcheng Network 25,447,745 22.86%
REFLESE A2 4 4%
Suzhou Chengyi N/AM 51.00%
ERJNIZE NERO
Mr. Ma Heping Tongcheng Network 1,093,162 0.98%
BAFLE R84
Suzhou Chengyi N/AD 49.00%
FRN AR 2 TER
Mr. Jiang Hao Beijing E-dragon N/AM 50.00%
LAE S JbmERE @A
Note: BisE

(1) As Suzhou Chengyi and Beijing E-dragon are limited liability companies
established in the PRC, the percentage of shareholding is determined with
reference to the percentage of subscribed registered capital of each shareholder.

Save as disclosed above, as at December 31, 2019, none of the Directors
or chief executives of the Company has or is deemed to have any interests
or short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of Part
XV of the SFO) which will be required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have taken
under such provisions of the SFO); or which will be required to be recorded
in the register to be kept by the Company pursuant to Section 352 of the
SFO, or which will be required, pursuant to the Model Code, to be notified to
the Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND

BB e Ay B B P v R i
SHORT POSITIONS IN SHARES AND UNDERLYING Kk

<1

SHARES

As at December 31, 2019, the followings are the persons, other than the RZE-—AFFTZA=+—8 " THATGEE
Directors or chief executives of the Company, who had interests or short ERARANEEITIRAE) RIRKD RAIEER D
positions in the shares and underlying shares which would be required to FHEARREBES RBERMNEXVEFE2R3IS
be notified to the Company and the Stock Exchange under the provisions B EME R AR R R IORE
of Divisions 2 and 3 of Part XV of the SFO; or as recorded in the register of RELRARARBES RHAEGOIEXVIHEE
interests required to be kept by the Company pursuant to Section 336 of Part BT EERMOEZI AR ¢

XV of the SFO:

| _______________________________________ _________________ _________|
Approximate
Percentage of
Shareholding in the

Total number of total issued share

Name of Shareholder Capacity/Nature of Interest Ordinary shares capital (%)

REBT

A B

BRI

RREH 51,/ RmtE TERAH B (%)

TCH Sapphire Limited (“TCH Sapphire”) Beneficial owner 310,899,020 14.62% (L)
TCH Sapphire Limited ([ TCH Sapphire | )" ERnBEEA

Image Frame Investment (HK) Limited (‘Image Frame") ™ Beneficial owner 158,365,730 7.45% (L)
EEEBRE (BB)ARAB([EBES] EREAA

Tencent Holdings Limited (“Tencent”) Interest in controlled corporations 476,215,740 22.39% (L)

AR ER A E ([HER )0 XEHEE R

C-Travel International Limited ("C-Travel") ? Beneficial owner 288,273,190 13.55% (L)
C-Travel International Limited ([ C-Travel ])® EREAA

Interest in controlled corporations © 122,995,180 5.78% (L)

Rzt EE R

411,268,370 19.34% (L)
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I
Approximate
Percentage of
Shareholding in the

Total number of total issued share

Name of Shareholder Capacity/Nature of Interest Ordinary shares capital (%)
RERT
A B
MR RR
BREHE B REME EREREH B2 (%)
Ctrip.com (Hong Kong) Limited (“Ctrip Hong Kong") @ Beneficial owner 148,966,590 7.00% (L)
BRERTAE (BB)ERAT ([EBR (F8) ) EnEBA
Trip.com Group Limited (“Trip.com Group”)? Interest in controlled corporations 560,234,960 26.34% (L)
B ([ ])v XEEEER
Suzhou Huafan Runhe Venture Capital Beneficial owner and Interest in 159,887,308 7.52% (L)
Partnership (Limited Partnership) controlled corporations
("Huafan Runhe’) “ EnBBARZEREEER
BMNENRRAERESRLE (BRER)
(FZEmER])
Suzhou Industrial Park Tiancheng Jiahua Interest in controlled corporations 159,887,308 7.52% (L)

Investment Management Co., Ltd.
(‘“Tiancheng Jiahua") “

FNIXERREREREERARLA
((RBEE])Y

(L) denotes a long position

L HKERiFE
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Notes:

(1) Under the SFO, Tencent is deemed to be interested in (i) the 310,899,020 Shares
held by TCH Sapphire, (ii) the 158,365,730 Shares held by Image Frame, and (iii) the
6,950,990 Shares held by Elite Strength Limited, each of which is a wholly-owned
subsidiary of Tencent.

(2)  Under the SFO, Trip.com Group is deemed to be interested in (i) the 288,273,190
Shares held by C-Travel, (ii) the 148,966,590 Shares held by Ctrip (Hong Kong),
and (iii) the 27,332,270 Shares held by Luxuriant Holdings Limited, each of which
is a wholly-owned subsidiary of Trip.com Group. Under the SFO, Trip.com Group
is also deemed to be interested in 95,662,910 Shares held by EP Il Investment
Fund L.P, an exempted limited partnership established in the Cayman Islands
because Ctrip Investment Holding Ltd, a wholly-owned subsidiary of Trip.com
Group, contributed more than one-third of the capital to EP Il Investment Fund L.P.
However, EP Il Investment Fund L.P. does not constitute an associate of Trip.com
Group under the Listing Rules as Trip.com Group does not control 30% or more of
the voting power in EP Il Investment Fund L.P.

(3) Under the SFO, C-Travel is deemed to be interested in (i) the 27,330,270 Shares
held by Luxuriant Holdings Limited, which is a wholly-owned subsidiary of
C-Travel, and (ii) the 95,662,910 Shares held by EP Il Investment Fund L.P., given
Ctrip Investment Holding Ltd, a wholly-owned subsidiary of C-Travel, contributed
more than one-third of the capital to EP Il Investment Fund L.P.

(4) Huafan Runhe holds 147,308,128 Shares, and under the SFO, is deemed to be
interested in the 12,579,180 Shares held by Huafan Runhe Limited, which is a
wholly-owned subsidiary of Huafan Runhe. Under the SFO, Tiancheng Jiahua, the
general partner of Huafan Runhe, is deemed to be interested in the 147,308,128
Shares held by Huafan Runhe, and the 12,579,180 Shares held by Huafan Runhe
Limited.

Save as disclosed above, as at December 31, 2019, the Directors and the chief
executives of the Company are not aware of any other person (other than the
Directors or chief executives of the Company) who had an interest or short
position in the shares or underlying shares of the Company which would be
required to be notified to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO; or as recorded in the
register required to be kept by the Company pursuant to Section 336 of the
SFO.
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(4) EWBRIZEE147,308,128 1D - MIBEBES K
BREIEH] - AR A Huafan Runhe Limited#48
#912,579,180 A% & D P HEB #E S  Huafan Runhe
Limited BENBRNEEWB AR - RIEBEFHK
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section headed “Directors and Chief Executives’
Interests and Short Positions in Shares, Underlying Shares and Debentures”
above, at no time during the year ended December 31, 2019 and up to the
date of this annual report was the Company or any of its subsidiaries, a party
to any arrangement that would enable the Directors to acquire benefits by
means of acquisition of the shares in, or debentures of, the Company or any
other body corporate, and none of the Directors or any of their spouses or
children under the age of 18 were granted any right to subscribe for the
equity or debt securities of the Company or any other body corporate or had

exercised any such right.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

Save as disclosed in the section headed “Relationship with Our Largest
Shareholders” in the Prospectus, and save for their respective interests in the
Group, and stated in their respective confirmations, none of the Directors was
interested in any business which competes or is likely to compete with the

businesses of the Group for the year ended December 31, 2019.

CONVERTIBLE BONDS

As at the date of this annual report, the Company has not issued any

convertible bonds.
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CONNECTED AND CONTINUING CONNECTED
TRANSACTIONS

Among the related party transactions disclosed in note 36 to the
Consolidated Financial Statements, the following transactions constitute
continuing connected transactions for the Company under Rule 14A31 of
the Listing Rules and are required to be disclosed in this annual report in
accordance with Rule 14A.71 of the Listing Rules. The Company confirmed
that the related party transactions fall under the definition of “connected
transaction” or “continuing connected transaction” (as the case may be) in
Chapter 14A of the Listing Rules, and it had complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules. Please see
below the information required to be disclosed in compliance with Chapter
14A of the Listing Rules.

1. Contractual Arrangements
The reasons for using the Contractual Arrangements

The Group provides online information services, online data and
transaction services, air ticketing services, insurance agency services
and/or call center services (the “Relevant Businesses’), which are
classified as foreign investment restricted under the current PRC laws
and regulations. As foreign-invested enterprises, the Group through
E-dragon Beijing WFOE and Longyue Tiancheng WFOE (collectively, the
“WFOEs") could not have obtained licences and permits required for the

operation of the Relevant Businesses.

In order to comply with PRC laws and regulations and the Listing Rules,
the Relevant Businesses of the Group have been conducted through
Contractual Arrangement Entities by itself or through their subsidiaries
(collectively, the “Consolidated Affiliated Entities”) under the
Contractual Arrangements. As a result of the Contractual Arrangements,
the Group is able to recognize and receive the economic benefit of
the business and operations of the Consolidated Affiliated Entities. The
Contractual Arrangements are also designed to provide the Company
with effective control over and (to the extent permitted by PRC law) the
right to acquire the equity interests in and/or assets of the Consolidated
Affiliated Entities.
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Summary of the major terms of the Contractual Arrangements

The Contractual Arrangements which were in place during the year
ended December 31, 2019 and a brief description of the major terms of

the Contractual Arrangements is set out below.

(a) Exclusive Technology Consulting and Services Agreements

Each of the Contractual Arrangement Entities agreed to engage
Longyue Tiancheng WFOE or E-dragon Beijing WFOE (whichever
applicable) as its exclusive provider of technical support, consulting
services and other services in exchange for a fee. The services to be

provided include:

(i) development, maintenance and updating of server application

software for the Contractual Arrangement Entities;

(i) development, maintenance and updating of Internet

application software for the Contractual Arrangement Entities;

(iii) provision of e-commerce technology services;

(iv) provision of staff training services; and

(v) other services requested by the Contractual Arrangement

Entities.

Under the Exclusive Technology Consulting and Services
Agreements, the service fee shall be an amount equivalent to
100% of the consolidated net profit of the respective Contractual
Arrangement Entity in the financial year, less (i) net loss incurred by
the respective Contractual Arrangement Entity in the immediately
preceding financial year (if applicable); (ii) operational capital,
expenses, taxes and other payments required under the PRC law
in the same financial year; and (iii) any net profit distributed to
Longyue Tiancheng WFOE or E-dragon Beijing WFOE (whichever
applicable) in the form of dividends. Notwithstanding the foregoing,
Longyue Tiancheng WFOE and E-dragon Beijing WFOE are entitled
to adjust the scope and amount of the service fees payable with
reference to the tax obligations and operating capital needs of the

Contractual Arrangement Entities.
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(b) Exclusive Share Purchase Right Agreements

(c)

The registered shareholders of (i) Tongcheng Network other than
Longyue Tiancheng WFOE, (ii) Beijing E-dragon, and (iii) Suzhou
Chengyi (collectively, the "Registered Shareholders”) granted
Longyue Tiancheng WFOE or E-dragon Beijing WFOE (whichever
applicable) an irrevocable and exclusive right to purchase, or
designate one or more persons (each, a “designee”) to purchase,
the equity interests then held by the relevant Registered
Shareholders in, and/or the assets of the Contractual Arrangement
Entities (the "Optioned Interest’) once or at multiple times at
any time in part or in whole at the sole and absolute discretion of
Longyue Tiancheng WFOE or E-dragon Beijing WFOE (whichever
applicable) to the extent permitted under the applicable laws of
China. Where Longyue Tiancheng WFOE or E-dragon Beijing WFOE
(whichever applicable) chooses to purchase the Optioned Interest,
the relevant Registered Shareholders shall cause the Contractual
Arrangement Entities to promptly convene a shareholders’ meeting,
at which a resolution shall be adopted approving the relevant
Registered Shareholders’ transfer of the Optioned Interests to
Longyue Tiancheng WFOE, E-dragon Beijing WFOE and/or their

respective designees.

Share Pledge Agreements

The Registered Shareholders agreed to pledge all their respective
equity interests in the Contractual Arrangement Entities that they
own, including any interest or dividend paid for the shares, to
Longyue Tiancheng WFOE or E-dragon Beijing WFOE (whichever
applicable) as a security interest to guarantee the performance
of contractual obligations and the payment of outstanding debts
of the Contractual Arrangement Entities and the Registered
Shareholders under the Exclusive Technology Consulting
and Services Agreements, the Exclusive Share Purchase Right

Agreements, the Powers of Attorney and the Loan Agreement.
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(d) Powers of Attorney

(e)

0

Each Registered Shareholder irrevocably appointed Longyue
Tiancheng WFOE or E-dragon Beijing WFOE (whichever applicable)
respectively (as well as the successors, including a liquidator, if any,
replacing Longyue Tiancheng WFOE or E-dragon Beijing WFOE)
or their designee(s) (including their directors) as its/his/her sole
exclusive agent to exercise on its/his/her behalf, certain powers
concerning the Contractual Arrangement Entities and to exercise
its rights as the registered shareholder of Contractual Arrangement

Entities.

Loan Agreement

E-dragon Beijing WFOE agreed to lend Mr. Jiang Hao RMB8,000,000

for purposes of the capital contribution to Beijing E-dragon.

Irrevocable Undertakings of the spouse of each of the Registered
Shareholders

The spouse of each of the Registered Shareholders has expressly
and irrevocable acknowledged and undertaken that (i) any equity
interests held by such Registered Shareholders in the Contractual
Arrangement Entities do not fall within the scope of their
communal properties; (ii) each of them will not have any claim on
the interests of Contractual Arrangement Entities obtained through
the Contractual Arrangements; (i) each of them never participated
and will not participate in the operation or management of the

Contractual Arrangement Entities.
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(9) Suzhou Chengyi Loan Agreement

Longyue Tiancheng WFOE agreed to provide a loan of
RMB20,400,000 and a loan of RMB19,600,000 to Mr. Wu Zhixiang
and Mr. Ma Heping (Mr. Wu and Mr. Ma are collectively referred as
“Suzhou Chengyi Registered Holders"), respectively, which shall
be used solely to make the necessary capital contribution to Suzhou

Chengyi.

Upon Longyue Tiancheng WFOE exercising its exclusive call option,
it will require the Suzhou Chengyi Registered Holders to repay the
loans by transferring all or part of their equity interest in Suzhou
Chengyi to the Longyue Tiancheng WFOE or any of their designated
person and use the proceeds of such transfer as repayment of the
loans. If the proceeds of such transfer is equal to or less than the
principal of the loans under the Suzhou Chengyi Loan Agreement,
the loans are considered interest-free. If the proceeds of such
transfer is higher than the principal of the loans under the Suzhou
Chengyi Loan Agreement, any surplus is considered interest for the

loans under the Suzhou Chengyi Loan Agreement.

For details of the major terms of the Contractual Arrangements, please
refer to the sub-section headed “Contractual Arrangements — Summary

of material terms of the Contractual Arrangements” in the Prospectus.

In order to increase the registered capital of Suzhou Chengyi in
response to the request of the China Banking and Insurance Regulatory
Commission to have a registered capital of RMB40 million, on March
19, 2019, the relevant parties entered into the Suzhou Chengyi Loan
Agreement (see paragraph (g) above), and consequential administrative
changes were made in the Exclusive Share Purchase Right Agreement,
the Share Pledge Agreement, the Powers of Attorney and the Irrevocable
Undertakings to reflect the increased registered capital of Suzhou
Chengyi and the entering into of the Suzhou Chengyi Loan Agreement.
Please refer to the announcement of the Company dated March 20,
2019 for details.

During the year ended December 31, 2019, save as disclosed herein,
there was no material change in the Contractual Arrangements and/
or the circumstances under which they were adopted, and none of
the Contractual Arrangements has been unwound as none of the
restrictions that led to the adoption of Contractual Arrangements has

been removed.
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Requirements related to Contractual Arrangements (other than
relevant foreign ownership restrictions) as at the date of the
annual report

In addition to the restrictions on foreign ownership, there are also
regulatory requirements on the operational experience and proven
track record of a foreign investor who intends to operate a value-added
telecommunications business in the PRC (the “Qualification
Requirements”) under Provisions on Administration of Foreign Invested
Telecommunications Enterprises /NEREBEEEERIRT) (the
"FITE Regulation”)). The Qualification Requirements are applicable
to our operation of the value-added telecommunications business,
including the Information Services Business, the Third Party Transaction
Platform Business and the Call Center Service Business. In the view
of the Company's PRC Legal Advisor, there is no requirement on the
operational experience and proven track record specifically related
to a foreign investor who intends to operate the air ticketing agency
business, the online air ticketing trading business or the insurance

agency business under applicable PRC laws and regulations.

PRC law currently limits foreign ownership of companies that
provide value-added telecommunications services (other than
operating E-commerce business) in the PRC up to 50%. Moreover,
for a foreign investor to acquire any equity interest in a value-added
telecommunications business in China, it must satisfy a number of
stringent performance and operational experience requirements,
including demonstrating good track records and experience in
operating value-added telecommunications business overseas. Foreign
investors that meet these requirements must obtain approvals from
the Ministry of Industry and Information Technology (the “MIIT") and
the Ministry of Commerce or their authorized local counterparts, which
retain considerable discretion in granting approvals. Pursuant to publicly
available information, the PRC government has issued value added
telecommunications business operating licenses to only a limited

number of foreign-invested companies.

As both Tongcheng Network and Beijing E-dragon have a foreign
investor as its shareholder, such foreign investors must fulfill the
aforementioned requirements. Thus, Tongcheng Network and Beijing
E-dragon shall each apply for a new ICP License from the MIIT. The MIIT
has discretion as to whether to grant the license. On September 27,
2018, both Beijing E-dragon and Tongcheng Network have obtained a

new ICP License.
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Development in the PRC Legislation on Foreign Investment

On March 15, 2019, the National People’s Congress promulgated the
Foreign Investment Law (JNE#R &%) (the “FIL"), which took effect on
January 1, 2020. The FIL replaces the laws regulating foreign investment
in PRC, namely, the Sino-foreign Equity Joint Venture Enterprise Law,
the Sino-foreign Cooperative Joint Venture Enterprise Law and the
Wholly Foreign-invested Enterprise Law. The FIL embodies an expected
regulatory trend in PRC to rationalize its foreign investment regulatory
regime in line with prevailing international practice and the legislative
efforts to unify the corporate legal requirements for both foreign and

domestic investments.

The FIL does not explicitly stipulate the contractual arrangements
as a form of foreign investment. The FIL does not mention concepts
including “de facto control” and “controlling through contractual
arrangements” nor does it specify the regulation on controlling through
contractual arrangements. Furthermore, the FIL does not specifically
stipulate rules on the Relevant Businesses. Instead, the FIL stipulates
that “foreign investors invest in PRC through any other methods under
laws, administrative regulations, or provisions prescribed by the State
Council”. Therefore, as advised by the PRC legal Advisor, the Contractual

Arrangements will not be affected under the FIL.

Nevertheless, there are possibilities that future laws, administrative
regulations or provisions of the State Council may stipulate contractual
arrangements as a way of foreign investment, and then whether the
Contractual Arrangements will be recognized as foreign investment,
whether the Contractual Arrangements will be deemed to be in violation
of the foreign investment access requirements and how the Contractual

Arrangements will be handled are uncertain.

In addition, the FIL does not specify what actions shall be taken with
respect to the existing companies with a variable interest entity (VIE)
structure, whether or not these companies are controlled by PRC entities

and/or citizens.
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Particulars of the Consolidated Affiliated Entities

Set out below is the registered owners and business activities of the

Consolidated Affiliated Entities which had entered into transactions with

the Group during the year ended December 31, 2019:

! |
Name of the Consolidated
Affiliated Entities

HrRBEEEREE

Registered owners as at
December 31, 2019
R=ZZB—NF
TZAZT—HWBEZERA

F B BT A 1
TXEIEE_FT-NF+_A=1+—H
ITFEEREEETRIZOH R EE R
MEBRLHEBAREE LS

Business activities

EBES

Beijing E-dragon
bR

Tongcheng Network

RIAZAB4E

Suzhou Chengyi

50% by Mr. Jiang Hao
HIE S A HER 50%

50% by E-dragon Beijing WFOE
B EEEIL RWFOEHE A 50%

50% by Tongcheng Network
Registered Shareholders together )
FH R P2 A8 4% B AR AR SR R B 50%
50% by Longyue Tiancheng WFOE
BEMURFZWFOEHEB 50%

51% by Mr. Wu Zhixiang

MR BREFLEEHREG%
49% by Mr. Ma Heping
BT S EHEH 49%
Note:

m

The Registered Shareholders of Tongcheng Network include the registered
shareholders of Tongcheng Network other than Longyue Tiancheng WFOE,
which comprise Mr. Wu Zhixiang, Mr. Wang Zhuan, Ms. Wu Jian, Mr. Zhang
Hailong, Mr. Ma Heping, Cowin Venture Capital Co., Ltd. (SLEEIEEZE
ABRAR]), Khorgos Le Cheng Tian Xia Equity Investment Management
Partnership (LP) (ERRMMEBERTRIERETEAHEE (BRER)),
Suzhou Industrial Park Te Cheng Wan Li Investment Management Co., Ltd.
FEMNIXERFESEEREEEBRATF), Khorgos Qing Cheng Equity
Investment Management Partnership (LP) (ERRITHEREREETES
¥1%¥ (BRAR)), Khorgos Ye Cheng Equity Investment Management
Partnership (LP) (EBMRMERRBERETEARLE(BRER)),
Shenzhen Tencent Industrial Investment Fund Co., Ltd. CRIITH BRNE %K
& E £ BB AR, Shenzhen Century Huixiang Technology Co., Ltd. (F&3IIT
4 FEERHE B R 2 F)), Shenzhen Li Tong Industrial Investment Fund Co,,
Ld. CRYITFBEZEREESHBR AR, and Shenzhen Century Kai Hua
Investment Fund Co,, Ltd. GRIITT AL EREE S BR A R).
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Revenue and assets subject to the Contractual Arrangements

The revenues for the year and total assets subject to the Contractual

Arrangements are set out as follows:
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I

Revenue subject
to the Contractual
Arrangements for

the year ended

Total

assets subject

to the Contractual
Arrangements for

the year ended

December 31, December 31,

2019 2019

BE-_Z-1F BE-Z-NF

+=A=+—8 +=BA=+—H

LFEEEHN LFEEEHNZH

RHIET KA BTHEERAE

RMB Million RMB Million

Name of the Consolidated Affiliated Entities  ffRIEBERZT]E ARBEET ARMEBEER
Beijing E-dragon b REgE
Tongcheng Network [EEEER

Suzhou Chengyi

EAEES

For the year ended December 31, 2019, the revenues of Beijing E-dragon,

Tongcheng Network and Suzhou Chengyi accounted for 0.5%, 39.1%

and 3.9% of the total revenues of the Group, respectively.

For the year ended December 31, 2019, the total assets of Beijing

E-dragon, Tongcheng Network and Suzhou Chengyi accounted for 2.3%,

21.6% and 3.4% of the total assets of the Group, respectively.

HE-_T—hE+-_A=+—HBILEE
ItFEE  REBKEHEMNEZEENRAD
AR ANEE AU AHI0.5% ~ 39.19% 523.9% °

HE-_Z—hF+_A=+—HBLEFE
b RERE  RARERERARNEENEES
BERRMEAEBEEBEMN23%  21.6% X
3.4% o
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Review of the transactions carried out under the Contractual
Arrangements during the reporting period

1. The independent non-executive Directors have reviewed the
Contractual Arrangements and confirm that the transactions carried
out during such year have been entered into in accordance with

the relevant provisions of the Contractual Arrangements;

2. no dividends or other distributions have been made by
Consolidated Affiliated Entities to the holders of its equity interests
which are not otherwise subsequently assigned or transferred to

the Group; and

3. any new contracts entered into, renewed or reproduced between
our Group and the Consolidated Affiliated Entities during the
relevant financial period above are fair and reasonable, or
advantageous to our Shareholders, so far as our Group is concerned

and in the interests of the Shareholders as a whole.

The Board had reviewed the overall performance of and compliance
with the Contractual Arrangements for the year ended December 31,
2019.

The Group's auditors have carried out review procedures in accordance
with Hong Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public Accountants on
the transactions carried out pursuant to the Contractual Arrangements
and have provided a letter to our Directors with a copy to the Stock
Exchange confirming that the transactions have received the approval
of our Directors, have been entered into in accordance with the relevant
Contractual Arrangements and that no dividends or other distributions
have been made by the Consolidated Affiliated Entities to the holders
of its equity interests which are not otherwise subsequently assigned or

transferred to the Group.
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The risks associated with the Contractual Arrangements and
actions taken by the Company to mitigate the risks

There are certain risks that are associated with the Contractual

Arrangements, including:

e If the PRC government found that these Contractual Arrangements
did not comply with applicable PRC laws and regulations, or if these
regulations or their interpretations change in the future, the Group
could be subject to penalties or be forced to relinquish our interests

in those operations.

® The Group might be unable to enforce the Contractual
Arrangements because of uncertainties in the PRC legal system.
Since the Group might suffer significant time delays or other
obstacles in the process of enforcing the Contractual Arrangements,
it would be very difficult to exert effective control over the
Consolidated Affiliated Entities.

* The interpretation and implementation of the Foreign Investment
Law and how it might impact the viability of our current corporate
structure, corporate governance and business operations remain

uncertain.

e The Contractual Arrangements might not be as effective in
providing operational control as direct ownership, and thus, the
Contractual Arrangement Entities or their respective shareholders
might fail to perform their obligations under our Contractual

Arrangements.

e |f any of the Consolidated Affiliated Entities declared bankruptcy
or became subject to a dissolution or liquidation proceeding, the
Group might lose the ability to use and enjoy the assets held by the
Consolidated Affiliated Entities.

e Under PRC laws and regulations, the Contractual Arrangements
might be subject to audit or challenge by the PRC tax authorities.
As a result of the audit, the PRC authorities might adjust our
Contractual Arrangement Entities’ income in the form of a transfer

pricing adjustment.
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Further details of the risks associated with the Contractual Arrangements
please refer to the section headed "Risk factors — Risks relating to our

Contractual Arrangements” in the Prospectus.

Our Group has adopted measures to ensure the effective operation of
our Group's businesses with the implementation of the Contractual
Arrangements and our compliance with the Contractual Arrangements,

including:

1. major issues arising from the implementation and compliance with
the Contractual Arrangements or any regulatory enquiries from
government authorities will be submitted to our Board, if necessary,

for review and discussion on an occurrence basis;

2. the Board will review the overall performance of and compliance

with the Contractual Arrangements at least once a year;

3. our Directors undertake to provide periodic updates in our annual
reports regarding the latest development of the Foreign Investment

Law; and

4. the Company will engage external legal advisors or other
professional advisors, if necessary, to assist the Board to review the
implementation of the Contractual Arrangements, review the legal
compliance of WFOEs and our Consolidated Affiliated Entities to
deal with specific issues or matters arising from the Contractual

Arrangements.
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Other Connected Transactions

1.

Tencent Technical Support Framework Agreement

On November 6, 2018, the Company entered into the Tencent Technical
Support Framework Agreement with Tencent Cloud Computing (Beijing)
Company Limited (B EFE (ER)BREFAA) (‘Tencent
Cloud"), pursuant to which Tencent Group will provide us with technical
support and related services, including but not limited to, cloud services
and intelligent DNS domain name resolution. Tencent Cloud is our
connected person because it is a wholly-owned subsidiary of Tencent,
which is one of our substantial shareholders. Therefore, the transactions
under the Tencent Technical Support Framework Agreement constitute
continuing connected transactions under Chapter 14A of the Listing

Rules.

The Tencent Technical Support Framework Agreement has an initial term
of three years commencing from November 26, 2018 and is renewable
upon the mutual consent of both parties, subject to compliance with
the Listing Rules and applicable laws and regulations. The Tencent
Technical Support Framework Agreement is fundamental to the Group's
businesses’ development and marketing and advertising needs, given
the importance of stable cloud services required for our operations.
Please refer to the section headed “Connected Transactions” in the

Prospectus for details.
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FRESIEARTLRIERBAT - 386
HEESRRBE-B-AFR-B-F
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The table below sets forth the annual caps of the transaction amount
to be payable by us for the technical support and related services to be

provided by Tencent Group for the years ended December 31, 2019 and

74

2020, respectively, and the actual transaction amount incurred for the
year ended December 31, 2019 under the Tencent Technical Support

Framework Agreement:

FMAEARBEMINNRZEEFE LR
URBEZZTE—NF+_A=+—HLF
EMNERR 545 ¢

Actual
Proposed annual caps for the years amount
ending December 31 incurred
BE+T-A=+—-HILFEN 13
EEFELR REeH
2019 2020 2019
—E-NF —EBCTF —E-NEF

(in RMB'000)

(AR®BFT)

Transaction amount under the ISR
Tencent Technical Support HEZERRZIE T

Framework Agreement MR 5E 58 60,000 72,000 37,535

2. Tencent Payment Services Framework Agreement

On November 6, 2018, the Group entered into the Tencent Payment
Services Framework Agreement with Shenzhen Tencent Computer
Systems Company Limited (CRYITEAFERZGFTERAF)
(“Tencent Computer”), pursuant to which Tencent Group will provide
payment and settlement services through its payment channels to us
in return for certain fees. Tencent Computer is our connected person
because it is a wholly-owned subsidiary of Tencent, which is one of
our substantial shareholders. Therefore the transactions under the
Tencent Payment Services Framework Agreement constitute continuing

connected transactions under Chapter 14A of the Listing Rules.

The Tencent Payment Services Framework Agreement has an initial term
of three years commencing from November 26, 2018 and is renewable
upon the mutual consent of both parties, subject to compliance with
the Listing Rules and applicable laws and regulations. The Tencent
Payment Services Framework Agreement would enable the Group
to provide our users with a convenient payment method, therefore
enhancing the overall user experience of our services. Please refer to the

section headed “Connected Transactions” in the Prospectus for details.
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The table below sets forth the annual caps of the transaction amount
for the years ended December 31, 2019 and 2020, respectively and the
actual transaction amount incurred for the year ended December 31,

2019 under the Tencent Payment Services Framework Agreement:
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Actual
Proposed annual caps for the years amount
ending December 31 incurred
BE+-A=+—-BHLFEN B
ERFELR XEEH
2019 2020 2019
—E-hEF e —E-hEF

(in RMB’000)

(AREFTT)

Transaction amount under the B ARG HES
Tencent Payment Services A T
Framework Agreement R
Ctrip Travelling Resources Sales Framework Agreement 3.

On November 7, 2018, the Company entered into the Ctrip Travelling
Resources Sales Framework Agreement with C-Travel, pursuant to
which the Group will utilize the platforms of Trip.com Group (formerly
known as Ctrip) to offer our accommodation booking and transportation
services while Trip.com Group and/or its associates will sell
transportation ticketing services to the Group. C-Travel is our connected
person because it is one of our substantial shareholders. Therefore
the transactions under the Ctrip Travelling Resources Sales Framework
Agreement constitute continuing connected transactions under Chapter
14A of the Listing Rules.

The Ctrip Travelling Resources Sales Framework Agreement has an
initial term of three years commencing from November 26, 2018 and
is renewable upon the mutual consent of both parties, subject to
compliance with the Listing Rules and applicable laws and regulations.
The Ctrip Travelling Resources Sales Framework Agreement could help
our products and services reach a larger sales market via Trip.com
Group's online and mobile platforms, further enlarge our user base, and

increase our market share.

940,000

1,250,000

803,886
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On December 30, 2019, the Company entered into the Supplemental
Agreement with C-Travel to amend certain terms of the Ctrip Travelling
Resources Sales Framework Agreement to enhance the collaboration
between Trip.com Group and/or its associates and the Group and to
expand the coverage of the existing cooperation platform between the

parties.

Under the Amended Ctrip Travelling Resources Sales Framework
Agreement, the scope of service areas where Trip.com Group and/or
its associates will provide transportation ticketing services to the Group
shall be expanded to include attraction ticketing and accommodation
sale services, and that attraction ticketing sale service shall be added
as one of the products and services to be offered by parties, other
terms and conditions of the Ctrip Travelling Resources Sales Framework
Agreement shall remain unchanged and shall continue in full force and
effect and shall be not be affected in any respect. Please refer to the

announcement of the Company dated December 30, 2019 for details.
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The table below sets forth the annual caps of the transaction amount
for the years ended December 31, 2019 and 2020, respectively, and the
actual transaction amount incurred pursuant to the Ctrip Travelling
Resources Sales Framework Agreement (as amended by the Amended
Ctrip Travelling Resources Sales Framework Agreement) for the year
ended December 31, 2019:
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TREIDIRBE_E—NER_ZT=
ZFE+ A=+ HLEFENRZISHEF
ErRURBE-ZT—-AFE+-_A=1+—
B IEFERBER IR EREEERGE
(BRI ERKRELERHEEERBRE
FMEBERZSEHE

1 |
Actual
Proposed annual caps for the years amount
ending December 31 incurred
BE+-A=+—HLFEW BiE
EEFELR RELHE
2019 2020 2019
—E-NF k- e 222 —E-hEF
(in RMB'000)
(AR¥ETFIT)
Service fee and system maintenance fee RIELETERR
payable by us to Trip.com Group IREEE R EESR
and/or its associates for their KPR H A
transportation ticketing, =% SHEBK
attraction ticketing and EEHERGER
accommodation sale services under BREES
the Amended Ctrip Travelling HBE AL
Resources Sales Framework HREE R
Agreement RHEEE 100,000
System maintenance fee payable IR AE FT IR TR 3%
by Trip.com Group and/or its BIRHEER
associate to us for offering BRErS
our accommodation booking SHBE AT
services on Trip.com Group's BEREYae L
platforms under the Amended Ctrip REEM
Travelling Resources Sales FTETEET RS
Framework Agreement FEREPIZATHY
R 35,000
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Ctrip Travelling Resources Provision Framework Agreement

On November 7, 2018, the Group entered into the Ctrip Travelling
Resources Provision Framework Agreement with C-Travel, pursuant to
which Trip.com Group and/or its associates will utilize our platforms
to offer its accommodation booking and car rental services. C-travel
is our connected persons and therefore the transactions under the
Ctrip Travelling Resources Provision Framework Agreement constitute
continuing connected transactions under Chapter 14A of the Listing

Rules.

The Ctrip Travelling Resources Provision Framework Agreement has
an initial term of three years commencing from November 26, 2018
and is renewable upon the mutual consent of both parties, subject to
compliance with the Listing Rules and applicable laws and regulations.
The Ctrip Travelling Resources Provision Framework Agreement
would enable the Group to expand the variety of travel products and
services offered on our online and mobile platforms, enhance the user
experience on our platforms, increase our market shares by integration

of our and Trip.com Group's respective resources.

On December 30, 2019, the Company entered into the Supplemental
Agreement with C-Travel to amend certain terms of the Ctrip Travelling
Resources Provision Framework Agreement to enhance the collaboration
between Trip.com Group and/or its associates and the Group and to
expand the coverage of the existing cooperation platform between the

parties.

Under the Amended Ctrip Travelling Resources Provision Framework
Agreement, the scope of commission fees where the Group shall charge
from Trip.com Group and/or its associates shall be expanded to include
attraction ticketing sale services, and that attraction sale service shall
be added as one of the products and services to be offered by parties,
other terms and conditions of the Ctrip Travelling Resources Provision
Framework Agreement shall remain unchanged and shall continue in
full force and effect and shall be not be affected in any respect. It is
anticipated that the applicable percentage ratios (as defined under Rule
14.07 of the Listing Rules) for the transaction amounts in relation to the
attraction ticketing sale services will be less than 0.1% for each of the

two financial years ended December 31, 2019 and 2020.
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The table below sets forth the annual caps for the transaction amount
payable for the years ended December 31, 2019 and 2020, respectively,
and the actual transaction amount incurred pursuant to the Ctrip
Travelling Resources Provision Framework Agreement (as amended
by the Amended Ctrip Travelling Resources Provision Framework

Agreement) for the year ended December 31, 2019:

BRXHEH

Actual
Proposed annual caps for the years amount
ending December 31 incurred
BE+-—A=+—HLFEW BiE
EEFELR REEHE
2019 2020 2019
—E-NF —E-TF —E-NF
(in RMB'000)
(AR®FT)
Commission to be received by us from  RIZAE TR
third party TSPs for accommodation IR &R e
booking services offered by Trip.com TEZR e B A5t
Group and/or its associates on our BRRR/ %K
platforms and commission to be HEEA
received by us from Trip.com EHRMTFE LR
Group and/or its associates KT TETEE] AR TS
for accommodation, transportation M5 = 75 ik b2 AR 75
ticketing and attraction ticketing sale R FIUENA &
services we offer under the Amended LA R ELERFIREH
Ctrip Travelling Resources Provision FE - RBEBHR
Framework Agreement REPIZIHE RS
mER &3
HEEA
WERH) & 1,500,000 2,000,000 1,499,724
System maintenance fee payable RRAEFTHETR
to Trip.com Group and/or its associate  JR¥F & IR L FEAESR
for offering their accommodation R ERMTE
booking and car rental services on ERHEAEER]
our platform under the Amended T 78 B8 AR 7% FE )
Ctrip Travelling Resources Provision BREE %
Framework Agreement HEE AZHH

160,000

200,000

103,412
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Marketing Services Framework Agreement

On August 29, 2019, the Group entered into the Marketing Services
Framework Agreement with Shenzhen Tencent Computer Systems
Company Limited CRIIT B EREZER AR (‘Tencent
Computer”), pursuant to which Tencent Group will prowde Tencent
Group's User Virtual Products and/or Interests, and advertising resources
and intellectual property interests or services, to the Group, and the
Group will provide our Visual Products and/or Interests and advertising
resources or services to Tencent Group. Tencent Computer is our
connected person because it is a wholly-owned subsidiary of Tencent,
which is one of our substantial shareholders. Therefore the transactions
under the Marketing Services Framework Agreement constitute
continuing connected transactions under Chapter 14A of the Listing

Rules.

The Marketing Services Framework Agreement is effective from
August 29, 2019 to January 1, 2022 and is renewable upon the mutual
consent of both parties, subject to compliance with the Listing
Rules and applicable laws and regulations. The Marketing Services
Framework Agreement would enable the Group to provide a synergetic,
value-adding product experience for both the Group’s users and
the Tencent Group's users. Please refer to the announcement of the
Company dated August 30, 2019 for details.
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The table below sets forth the annual caps of the transaction amount
payable by us for the years ended December 31, 2019, 2020 and 2021,

respectively and the actual transaction amount incurred for the year

ended December 31, 2019 under the Marketing Services Framework

Agreement:
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TREINEMBESHERBERGE - 2
ARBE_ZT—NF ZZT-ZTFR=-ZF
T F+ A=+ RALFENEMNRS
CHFELRURBEZZE—NF+=A
=St HIEFENERR SR -

Tencent's User Virtual Products
and/or Interests
Advertising resources and intellectual

property interests or services

BB A P
Em R, SR
EEER K AE
EREEE SR

Actual
Proposed annual caps for the years amount
ending December 31 incurred
BET-A=Z+—-HLFEN 'K
BEEFELR REeH
2019 2020 2021 2019
—E-AE ZZE-TF T —F ZE-NF
(in RMB '000)
(AR®ETIT)
47,000 44,400
20,400 30,600
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The table below sets forth the annual caps of the transaction amount
payable by Tencent Group for the years ended December 31, 2019,
2020 and 2021, respectively and the actual transaction amount incurred
for the year ended December 31, 2019 under the Marketing Services

Framework Agreement:

TREFBEAEEREEHRBEERD
B ORREBE_ZE-NF ZZT_ZF
ZEZ—F+ZA=+—HILFEMNE
MRGEHEFELRUARBE_S—NF
TZRA=FT—HLEFENERRZ S

Actual
Proposed annual caps for the years amount
ending December 31 incurred
BE+-A=+—HLFEM B
BEEFELR REeH
2019 2020 2021 2019
ZBE-AE O —ECTF T —F  ZE-AE

(in RMB "000)

(ARBFT)

Group's User Virtual Products AEBMABR
and/or Interests EREMR

g 20,000 12,000 14,400 16,590
Advertising resources or services & &R AR 18,000 27,000 40,000 8,373

The above continuing connected transactions have followed the
policies and guidelines when determining the price and terms of the

transactions conducted for the year ended December 31, 2019.

The auditor of the Group has reviewed the continuing connected
transactions referred to in the paragraph “Other Connected Transactions”
above and confirmed to the Board that the continuing connected
transactions: (i) have received the approval of the Board; (ii) were in
accordance with the pricing policies of the Group; (i) were entered into
in accordance with the relevant agreement governing the transaction;

and (iv) have not exceeded the caps.

The independent non-executive Directors have confirmed that the
continuing connected transactions stated in the paragraph “Other
Connected Transactions” above were entered into by the Group: (i) in
the ordinary and usual course of its business; (ii) on normal commercial
terms or better; and (iii) in accordance with the relevant agreement
(including the pricing principle and guidelines set out therein) governing
them and on terms that were fair and reasonable and in the interests of

the Company and the Shareholders as a whole.
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The Company has designated a team of senior management from
business operation, legal, risk control and finance departments and
Board office to monitor the continuing connected transactions and
ensure that the continuing connected transactions with the above-
mentioned connected persons are on arm'’s length basis and that
the annual caps are not exceeded. Such team of senior management
continuously traces and regularly monitors the progress of the
continuing connected transactions and reports to management of
the Company. They review the continuing connected transactions
with the finance department to ensure that annual caps are not
exceeded. They will also communicate with the Audit Committee,
management and the Board of Directors, regularly or as needed, to
report the progress of the continuing connected transactions, and
request for approval of new changes of existing transaction terms.
The heads of different departments of the Company will be informed
on a periodic basis in relation to the terms and pricing policies of the
continuing connected transactions as well. With these measures, the
independent non-executive Directors could therefore assess and give

the confirmations in the preceding paragraph.

Save for disclosed above, during the year ended December 31, 2019, the
Group had not entered into any connected transaction or continuing
connected transaction which should be disclosed pursuant to the Rules
14A.49 and 14A.71 of the Listing Rules.
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DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “"Connected and Continuing
Connected Transactions” above, there were no transactions, arrangements or
contracts of significance to which the Company or any of its subsidiaries was
a party and in which a Director or its connected entity (within the meaning
of Section 486 of the Companies Ordinance) had a material interest, whether
directly or indirectly, and subsisting during the year ended December 31,
2019 or as of December 31, 2019.

CONTRACT OF SIGNIFICANCE

Save as disclosed in the section headed “Connected and Continuing
Connected Transactions” above, no contract of significance was entered into
between the Company, or one of its subsidiaries, and any of its Controlling

Shareholders or subsidiaries during the year ended December 31, 2019.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the year ended December 31, 2019 and up to the date of this

annual report.

DIRECTORS’ PERMITTED INDEMNITY PROVISION

Pursuant to Article 164 of the Articles of Association and subject to Cayman
Islands Companies Law, each Director shall be indemnified and secured
harmless, out of the assets and profits of the Company, from and against
all actions, costs, charges, losses, damages and expenses which they or any
of them, their or any of their heirs, executors or administrators, shall or may
incur or sustain by or by reason of any act done, concurred in or omitted in

or about the execution of their duty.

The Company has arranged appropriate directors’ liability insurance coverage

for the Directors of the Group during the year ended December 31, 2019.
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REMUNERATION POLICY, DIRECTORS’
REMUNERATION AND PENSION SCHEME

As at December 31, 2019, the Group had 5,431 employees. The remuneration
of our employees includes salaries defined contribution plans, bonus plans
and share incentive plans. The Group provides on-the-job training programs
to our staff to enhance technical and product knowledge. The Group's
remuneration policies are formulated based on the performance of individual

employees and are reviewed regularly.

The Group offers competitive remuneration packages to the Directors. Other
emoluments are determined by the Board with reference to the Directors’
duties, responsibilities and performance and the results of the Group. Details
of the Directors’ remuneration during the year ended December 31, 2019 are

set out in note 7 to the Consolidated Financial Statements.

In accordance with the laws and regulations in the PRC, the Group has
arranged for its PRC employees to join defined contribution plans, including
pension, medical, housing and other welfare benefits, organised by the PRC
government. No forfeited contribution under this scheme is available to

reduce the contribution payable in future years.

The Group also provides social insurance, including pension insurance,
unemployment insurance, work-related injury insurance and medical

insurance for the employees of the Group.

2016 SHARE INCENTIVE PLAN

The Company has approved and adopted the 2016 Share Incentive Plan
by the Board’s resolution on August 26, 2016. The terms of the 2016 Share
Incentive Plan are not subject to the provision of Chapter 17 of the Listing

Rules.

Purpose

The purpose of the 2016 Share Incentive Plan is to promote the success
and enhance the value of our Company, by linking the personal interests of
the directors, officers and employees of our Company and any present or
future Subsidiaries or VIEs (each term as defined below) of our Company by
providing such individuals with an incentive for outstanding performance,
to generate superior returns to the Shareholders. The 2016 Share Incentive
Plan is further intended to provide flexibility to our Company in its ability to
motivate, attract, and retain the services of recipients upon whose judgment,
interest, and special effort the successful conduct of our Company's

operation is largely dependent.
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Eligible participants

Those eligible to participate in the 2016 Share Incentive Plan include: (1) the
Directors of our Company; and (2) any person employed by (i) our Company,
or (i) any entity in which our Company holds directly or indirectly more
than fifty percent (50%) of the voting equity (the “Subsidiary”); or (iii) any
entity that is considered to be a variable interest entity consolidated with our
Company for purpose of U.S. GAAP (the “VIE") ((i), (i) and (iii) collectively, the
“Employee” or the “Participant”). A person will not cease to be an Employee

solely by virtue of also being a Director of our Company.

Maximum number of Shares

The overall limit on the number of underlying Shares that may be subject
to any option, restricted share units (‘RSU"), any Shares issued subject to
forfeiture or repurchase by our Company until vested (the “Restricted
Shares”) or other share-based award or right granted or sold pursuant to the

016 Share Incentive Plan is 101,360,000 Shares. 59,478,530 Shares have been
issued to Wonderful Holidays Limited, which are held on behalf of certain
employees of our Group under the 2016 Share Incentive Plan. No additional
Share will be issued by our Company for the purpose of granting additional

RSUs under the 2016 Share Incentive Plan after the Listing.

The Company approved and granted 44,186,710 RSUs among which
8,300,000 were granted to Mr. Jiang Hao. Please refer to the sub-section
headed “Appendix V — Statutory and General Information — Share Incentive

Plans — 2016 Share Incentive Plan” of the Prospectus for details.

Administration

The 2016 Share Incentive Plan is administered by the full Board or a
compensation committee appointed by the Board, constituted to comply
with applicable law (the “Compensation Committee”). The Compensation
Committee will have the authority in its discretion to determine the number
of Shares or RSUs to be covered by each award granted under the 2016 Share

Incentive Plan (the “Award").

Grant of Awards

The Compensation Committee is authorised to grant options, RSUs or other
Awards to purchase a specified number of Shares at a specified price during
specified time periods. Awards granted will be evidenced by an agreement
("Award Agreement”’). The Award Agreement includes additional provisions

specified by the Compensation Committee.
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Consideration

The consideration to be paid for Shares to be issued upon exercise of
an option, the granting of an RSU, or the purchase of Restricted Shares,
including the method of payment, will be determined by the Compensation
Committee. Such consideration may consist of (i) cash, (ii) cheque, (iii)
such other method of payment as is approved by the Compensation
Committee, or (iv) any combination of the foregoing that is approved by the

Compensation Committee.

Exercise of option

The Remuneration Committee shall determine the time or times at which an
option may be exercised in whole or in part, including exercise price prior to
vesting. The Compensation Committee shall also determine any conditions, if

any, that must be satisfied before all or part of an Award may be exercised.

Vesting of awards

Any options granted under the 2016 Share Incentive Plan will become vested
and exercisable, any RSUs granted under the 2016 Share Incentive Plan will
vest and be settled and any Restricted Shares issued under the 2016 Share
Incentive Plan will vest and no longer be subject to forfeiture at such times
and under such conditions as determined by the Compensation Committee

and set forth in an Award Agreement.

Term of the 2016 Share Incentive Plan

The 2016 Share Incentive Plan commenced on August 26, 2016 (the
"Effective Date of 2016 Share Incentive Plan’). Any Awards granted that
are outstanding on the tenth anniversary of the Effective Date of 2016 Share
Incentive Plan shall remain in force to give effect to that Award for a term of
ten years according to the terms of the 2016 Share Incentive Plan and the

applicable Award Agreement.

For further details, please refer to the sub-section headed “"Appendix V -
Statutory and General Information — Share Incentive Plans — 2016 Share
Incentive Plan” of the Prospectus, and note 8 to the Consolidated Financial

Statements of this annual report.

Save as disclosed above, as of December 31, 2019, no RSUs or share options
had been granted or agreed to be granted by the Company pursuant to the

2016 Share Incentive Plan.
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2018 SHARE INCENTIVE PLAN

The Company has approved and adopted a share option scheme by the
Board's resolution on March 9, 2018 (the “2018 Share Incentive Plan”). The
terms of the 2018 Share Incentive Plan are not subject to the provision of

Chapter 17 of the Listing Rules.

Purpose

The purpose of the 2018 Share Incentive Plan is to promote the success
and enhance the value of our Company, by linking the personal interests of
the directors, officers and employees of our Company and any present or
future Subsidiaries or VIEs (each term as defined below) of our Company by
providing such individuals with an incentive for outstanding performance,
to generate superior returns to the Shareholders. The 2018 Share Incentive
Plan is further intended to provide flexibility to our Company in its ability to
motivate, attract, and retain the services of recipients upon whose judgment,
interest, and special effort the successful conduct of our Company's

operation is largely dependent.

Eligible participants

Those eligible to participate in the 2018 Share Incentive Plan include: (1) the
Directors of our Company; and (2) any person employed by (i) our Company,
or (i) any entity that is directly or indirectly Controlled (as defined below)
by our Company (the “Subsidiary”) or (i) any entity that is considered to
be a variable interest entity consolidated with our Company for purpose
of U.S. GAAP (the “VIE") ((i), (i) and (iii) collectively, the “Employee” or the
“Participant”). A person will not cease to be an Employee solely by virtue of

also being a Director of our Company.

Maximum number of Shares to be awarded

The overall limit on the number of underlying Shares that may be subject to
any option, RSU, any Shares issued subject to forfeiture or repurchase by our
Company until vested (the “Restricted Share”) or other share-based award or
right granted or sold pursuant to the 2018 Share Incentive Plan is 163,240,270
Shares, which represents approximately 7.68% of the issued shares as at
December 31, 2019.

The number of outstanding Shares subject to the options granted under the
018 Share Incentive Plan is 163,240,270 Shares. No additional options will be
granted under the 2018 Share Incentive Plan after the Listing.
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Administration

The 2018 Share Incentive Plan is administered by the Chief Executive Officer,
Chief Financial Officer, Chief Operating Officer, Chief Technology Officer, Chief
Strategy Officer and Chief Marketing Officer of our Company appointed in
accordance with the Shareholders Agreement and the Articles of Association
(collectively, the "Management”). The Management will have the authority
in its discretion to determine the number of Shares or RSUs to be covered by

each award granted under the 2018 Share Incentive Plan (the “Award”).

Grant of Awards

The Management is authorised to grant options, RSUs or other Awards to
purchase a specified number of Shares at a specified price during specified
time periods. Awards granted will be evidenced by an agreement (the
“Award Agreement’). The Award Agreement includes additional provisions

specified by the Management.

Consideration

The consideration to be paid for Shares to be issued upon exercise of
an Option, the granting of an RSU, or the purchase of Restricted Shares,
including the method of payment, will be determined by the Management.
Such consideration may consist of (i) cash, (ii) cheque, (iii) such other method
of payment as is approved by the Management, or (iv) any combination of

the foregoing that is approved by the Management.

Exercise of option

The Management shall determine the time or times at which an option may
be exercised in whole or in part, including exercise price prior to vesting.
The Management shall also determine any conditions, if any, that must be

satisfied before all or part of an Award may be exercised.

Vesting of awards

Any options granted under the 2018 Share Incentive Plan will become vested
and exercisable, any RSUs granted under the 2018 Share Incentive Plan will
vest and be settled and any Restricted Shares issued under the 2018 Share
Incentive Plan will vest and no longer be subject to forfeiture at such times
and under such conditions as determined by the Management and set forth

in an Award Agreement.
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Term of the 2018 Share Incentive Plan

The 2018 Share Incentive Plan commenced on March 9, 2018 (the “Effective
Date of 2018 Share Incentive Plan”). Any Awards that are outstanding on
the tenth anniversary of the Effective Date of 2018 Share Incentive Plan shall
remain in force to give effect to that Award for a term of ten years according

to the terms of the 2018 Share Incentive Plan and the applicable Award

Agreement.

For further details, please refer to the sub-section headed “Appendix V -
Statutory and General Information — Share Incentive Plans — 2018 Share
Incentive Plan” of the Prospectus, and note 8 to the Consolidated Financial

Statements of this annual report during the year ended December 31, 2019.
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2019 SHARE OPTION PLAN

The Company has adopted a share option plan (the “2019 Share Option
Plan”) by an ordinary resolution duly passed by the Shareholders on August
2, 2019 (the "Effective Date of the 2019 Share Option Plan”). As the 2019
Share Option Plan involves the grant of options, the terms of the 2019 Share
Option Plan are subject to the relevant requirements of Chapter 17 of the

Listing rules.

Purpose

The purpose of the 2019 Share Option Plan is to provide better rewards to
the talents who have contributed to the development and success of the
Group, and for the future development of the Group, to motivate such talents
to continue to make their best efforts and to attract new talents through
providing them with the opportunities to acquire interests in Shares of the

Company.

Eligible participants

The persons eligible to participate in the 2019 Share Option Plan include (i)
any Director, (i) any other employee of the Group and (i) any consultant,
adviser, agent, customer, supplier, service provider, business partner or
joint venture partner of the Group whom the committee as appointed
by the Board from time to time (the “Committee”) or the management,
which comprises of the Chief executive officer, Chief Financial officer,
Chief operating officer and Chief technology officer of the Company (the
“Management”), considers in its sole discretion (as the case may be), has

contributed or will contribute to the Group.
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Maximum number of Shares for issue

The maximum number of the underlying Shares in respect of which share
options may be granted under the 2019 Share Option Plan shall not exceed
3.5% of the outstanding Shares in issue on the effective Date of the 2019
Share Option Plan, and, when aggregated with the maximum number of
Shares in respect of any share options to be granted under the 2019 Share
Option Plan and any other share options to be granted under the 2016 Share
Incentive plan, the 2018 Share Incentive plan and any other share incentive
plans to be established by the Company (the “Other Plans’) shall not in
aggregate exceed 10% of the outstanding Shares in issue on the effective
Date of the 2019 Share Option Plan (or of the refreshment of the 10% limit).

The total maximum number of Shares in respect of which share options
may be granted under the 2019 Share Option Plan would be 73,871,298,

representing 3.5% of the number of Shares in issue as at August 2, 2019.

The above maximum number is subject to the condition that the total
maximum number of Shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the 2019 Share
Option Plan and any other options granted and yet to be exercised under
the other plans shall not exceed 30% of the outstanding Shares in issue from
time to time. No options may be granted under the 2019 Share Option Plan
and no options may be granted under the other plans if it will result in such

limit being exceeded.
The number of outstanding Shares subject to the options granted under the

2019 Share Option Plan is 73,871,298 Shares, which represents 3.47% of the

issued Shares as at the date of this annual report.
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Maximum Entitlement of each eligible participant

Unless separately approved by the Shareholders in general meeting (with the
relevant eligible participant and such eligible participant’s close associates
(with the meaning ascribed thereto under the Listing rules) (or such eligible
participants’ associates if the eligible participant is a connected person
of the Company) abstaining from voting), no eligible participant shall be
granted a share option if the total number of Shares issued and to be issued
upon exercise of the share options (including exercised, cancelled and
outstanding share options but excluding lapsed share options) granted and
to be granted to such eligible participant in any 12-month period up to and
including such further grant would exceed 1% of the outstanding Shares
in issue from time to time. A circular with the requisite information must
be sent to the Shareholders prior to general meeting, disclosing, amongst
others, the identity of such eligible participant and the number and terms
of the share options granted and proposed to be granted. The number and
terms (including the exercise price) of the share options to be granted to
such eligible participant must be fixed before the approvals are sought and
the date of the Board meeting of Company for proposing such further grant
should be taken as the date of the grant for the purpose of calculating the

exercise price.

Administration

The 2019 Share Option Plan is administered by the Board. The Board or
any other authorized agent, which would administer in whole or partly the
2019 Share Option Plan on the Board’'s behalf. The Board shall have the
authority to determine which eligible participants of the 2019 Share Option
Plan will receive share options, to grant share options and to set all terms
and conditions of share options (including, but not limited to, vesting and

forfeiture provisions).

Duration of share options

Each share option shall be exercisable at such times and subject to such
terms and conditions as the Board determines, provided that the term of
any share option shall not exceed ten years from the date of grant of the
share option. The Board or the Committee has the power to specify the
requirement as to the minimum period for which a share option must be

held before the share option can be exercised.
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Exercise price

The Board or the Committee shall establish the exercise price of each share
option at the time of grant and specify the exercise price in the applicable
agreement evidencing the grant of option(s) (the “Award Agreement’), in
compliance with the applicable laws from time to time. The exercise price
of each share option shall be at least the higher of: (i) the nominal value of
a Share; (i) the closing price of a Share as stated on the Stock Exchange'’s
daily quotations sheet on the date of grant of such share option; and (iii)
the average closing price of a Share as stated on the Stock Exchange's daily
quotations sheets for the five Business Days immediately preceding the date

of grant of such share option.

There is no additional amount payable on application or acceptance of the

share option.

Term of the 2019 Share Option Plan

The 2019 Share Option Plan commenced on the effective Date of the 2019
Share Option Plan. no share options shall be granted under the 2019 Share
option plan after the earliest to occur of: (i) the tenth anniversary of the
effective Date of the 2019 Share Option Plan; (ii) the maximum number of the
Shares available for issuance under the 2019 Share Option Plan have been
issued; or (i) the Board terminates the 2019 Share Option Plan in accordance
with the terms set out therein. However, unless otherwise expressly provided
in the 2019 Share Option Plan or in an applicable Award Agreement, any
share options theretofore granted may extend beyond such date, and the
authority of the Board or the Committee to amend, alter, adjust, suspend,
discontinue or terminate any such grant of share options, to waive any
conditions or rights under any such grant of share options, or to amend the

019 Share Option Plan, shall extend beyond such date.
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THE 2019 RSU PLAN

The Company has approved and adopted the 2019 RSU Plan by the Board’s
resolution on July 2, 2019 (the "Effective Date of the 2019 RSU Plan”). The
terms of the 2019 RSU Plan are not subject to the provision of Chapter 17 of

the Listing rules.

Purpose

The purpose of the 2019 RSU Plan is to provide better rewards to the talents
who have contributed to the development and success of the Group, and for
the future development of the Group, to motivate such talents to continue
to make their best efforts and to attract new talents through providing them

with the opportunities to acquire interests in Shares of the Company.

Eligible participants

The eligible participants of the 2019 RSU Plan include (i) any Director, (ii)
any other employee of the Group and (iii) any consultant, adviser, agent,
customer, supplier, service provider, business partner or joint venture partner
of the Group whom the Committee or the management (as the case may
be) considers, in its sole discretion, has contributed or will contribute to
the Group. The Committee (in respect of Directors and senior management
of the Company) or the management (in respect of persons who are not
Directors or senior management of the Company) shall have the authority
to determine which eligible participant will receive RSUs, to grant RSUs and
to set all terms and conditions of RSUs (including, but not limited to, vesting

and forfeiture provisions).
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Maximum number of Shares

The maximum number of Shares in respect of which RSUs may be granted
under the 2019 RSU Plan shall not exceed 1.5% of the total issued share
capital of the Company as of August 2, 2019, and, when aggregated with
the maximum number of Shares in respect of which options or awards may
be granted under any other share-based incentive plan of the Company
(including the 2019 Share Option Plan and the other plans), shall not exceed
10% of the total Issued share Capital of the Company as of the effective
Date of the 2019 RSU Plan (or of the refreshment of the 10% limit) (the "RSU
Mandate Limit").

The RSU mandate Limit may be refreshed from time to time subject to the
prior approval of the Shareholders, but in any event, the total number of
Shares in respect of which RSUs may be granted under the 2019 RSU Plan
following the date of approval of the refreshed limit, when aggregated with
the maximum number of Shares in respect of which options or awards may
be granted under any other share-based incentive plan of the Company
(including the 2019 Share Option Plan and the other plans), must not exceed
10% of the total issued share capital of the Company as of the date when

such refreshed limit is approved.

The Company granted a total of 7,902,000 RSUs to certain eligible participants
pursuant to the 2019 RSU Plan on December 20, 2019. The number of
outstanding Shares subject to the RSUs granted under the 2019 RSU Plan is
31,659,128 Shares, which represents 1.49% of the issued Shares as at the date

of this annual report.

Save as disclosed above, no RSU has been granted by the Company pursuant
to the 2019 RSU Plan during the year ended December 31, 2019.
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Administration

The 2019 RSU Plan shall be subject to the administration of the Board who
may delegate all or part of such administration to a committee or any other
authorized agent. The decision of the Board or persons to whom the Board
has delegated relevant powers shall be final and binding on all parties for any

matters concerning the interpretation or application of the 2019 RSU Plan.

Grant of RSUs

The Board (or any committee or other authorized agent delegated by
the Board) may, from time to time, at their absolute discretion select the
grantee(s), determine the number of RSUs to be awarded and specify such
event, time limit or conditions (if any) as it thinks fit when making such offer
to the grantee(s), including, without limitation, conditions as to performance
criteria to be satisfied by the grantee(s) and/or the Company and/or the

Group which must be satisfied before a RSU can be vested.

Consideration

The consideration to be paid for the granting of an RSU, including the
method of payment, will be determined by the Board. Such consideration
may consist of (i) cash, (ii) cheque, (iii) such other method of payment as
is approved by the Board, or (iv) any combination of the foregoing that is

approved by the Board.
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Vesting of RSUs

Unless otherwise determined by the Board (or any committee or other
authorized agent delegated by the Board) at its discretion, the RSUs held
by the trustee appointed by the Company in respect of the 2019 RSU Plan
and which are referable to a relevant grantee shall not vest in the relevant
grantee in the event that the relevant grantee fails to satisfy the specific
terms and conditions applicable to each RSU which may be determined at
the sole and absolute discretion of the Board (or any committee or other
authorized agent delegated by the Board) or breaches any terms of the 2019
RSU Plan.

Term of the 2019 RSU Plan

Unless terminated earlier in accordance with the 2019 RSU Plan, the 2019 RSU
Plan will be valid and effective for a period commencing from the effective
Date of the 2019 RSU Plan and expiring on the 10th anniversary thereof. Any
early termination of the 2019 RSU Plan shall not affect any subsisting rights of

any grantee hereunder.

NO MATERIAL CHANGES

Save as disclosed in the annual report, from January 1, 2019 to December 31,
2019, there are no material changes affecting the Company's performance
that needs to be disclosed under paragraphs 32 and 40(2) of Appendix 16 to

the Listing rules.

EQUITY-LINKED AGREEMENT

Save as disclosed in this annual report, there was no equity-linked agreement

entered into by the Company during the year ended December 31, 2019.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended December 31, 2019, the respective percentage
of purchases attributable to the Group's largest supplier and five largest
suppliers in aggregate was 32.9% and 42.5%; and the respective percentage
of the total sales attributable to the Group's largest customer and five largest

customers in aggregate was 18.9% and 37.9%.

Mr. Liang Jianzhang, Mr. Jiang Hao, and Mr. Wu Haibing also had beneficial
interests in the largest customer which accounted for approximately 18.9% of

the total sales of the Group.

Mr. Wu Zhixiang, Mr. Ma Heping, Mr. Brent Richard Irvin and Mr. Cheng Yun
Ming Matthew, who are directors of the Company, had beneficial interests
in the largest supplier which accounted for approximately 32.9% of the
total purchases of the Group. Mr. Wu Zhixiang and Mr. Ma Heping, who
are directors of the Company, and Trip.com Group and Tencent, who are
substantial shareholders of the Company, had beneficial interests in the
five largest suppliers which accounted for approximately 2.7% of the total

purchase of the Group.

Except as disclosed above, none of the Directors or any of their close
associates or any Shareholders (which to the best knowledge of the Directors
owned more than 5% of the Company’s issued share capital) had a material

interest in our five largest suppliers or customers.

LEGAL PROCEEDING

As disclosed in the section headed “Business — Legal Proceedings and
Non-compliance” of the Prospectus, on January 17, 2018, Guangdong
Wendi Digital Broadcasting Co., Limited (ERBEEFEERMDERA
Al) ("Guangdong Wendi") brought a contractual claim against, among
others, Tongcheng Network for a total amount of RMB40,000,000 in relation
to certain purported contracts entered into with, among others, Tongcheng
Network. The People's Court of Liwan District, Guangzhou, Guangdong
Province has issued a judgment dated February 5, 2019, which held that the
claim brought by Guangdong Wendi is dismissed. Any party to such litigation
may appeal to the Intermediate People’s Court of Guangzhou, Guangdong
Province within ten days after the date of the judgment. As at the date of this
report, the Group has not received any notice of appeal from any party to

such litigation.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, redeemed or sold
any of the Company's listed securities during the year ended December 31,
2019.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding Directors’ securities
transactions. Specific enquiries have been made to all the Directors and the
Directors have confirmed that they have complied with the Model Code for
the year ended December 31, 2019.

The Company's employees, who are likely to be in possession of inside
information of the Company, have also been subject to the Model Code for
securities transactions. No incident of non-compliance of the Model Code by
the Company’s employees was noted by the Company for the year ended
December 31, 2019.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

Save as disclosed in this annual report, the Company had applied the
principles and code provisions as set out in the Corporate Governance Code
and has complied with the code provisions in the Corporate Governance
Code for the year ended December 31, 2019. Please refer to the Corporate

Governance Report of this annual report for details.

AUDITOR

The consolidated financial statements of the Group for the year ended
December 31, 2019 have been audited by PricewaterhouseCoopers, certified

public accountants.

PricewaterhouseCoopers will retire and, being eligible, offer themselves
for re-appointment. A resolution for their re-appointment as auditor of the

Company will be proposed at the AGM.
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CLOSURE OF REGISTER OF MEMBERS AND

RECORD DATE

The register of members of the Company will be closed from May 29,
2020 (Friday) to June 3, 2020 (Wednesday), both days inclusive, in order to
determine the eligibility of the Shareholders to attend and vote at the AGM.
The Shareholders whose names appear on the register of members of the
Company at the close of business on May 28, 2020 (Thursday) will be eligible
to attend and vote at the AGM. In order to be eligible to attend and vote at
the AGM, all transfers accompanied by the relevant share certificates and
transfer forms must be lodged with the Company’s branch share registrar in
Hong Kong, Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong before 4:30 p.m. on May 28, 2020 (Thursday).

By order of the Board
Ma Heping

Executive Director and Chief Executive Officer

Hong Kong, March 25, 2020
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CORPORATE GOVERNANCE REPORT

The Board of the Company presents this corporate governance report in the

Group's annual report for the year ended December 31, 2019.

CORPORATE GOVERNANCE PRACTICES OF
THE COMPANY

The Group is committed to achieving high standards of corporate
governance to safeguard the interests of the Shareholders and to enhance

corporate value and accountability.

The Company has applied the principles as set out in the Corporate
Governance Code and also the corporate governance report as contained in

Appendix 14 to the Listing Rules.

The Corporate Governance Code sets out the principles of good corporate

governance and two levels of corporate governance practices, as follows:

(@) code provisions, which listed issuers are expected to comply with or to

give considered reasons for deviation; and

(b) recommended best practices for guidance only, which listed issuers are

encouraged to comply with.

The Company's corporate governance practices are based on the principles

and code provisions as set out in the Corporate Governance Code.

The Company regularly reviews its compliance with corporate governance
codes and save as disclosed in this annual report, the Company was in
compliance with the code provisions of the Corporate Governance Code

during the year ended December 31, 2019.

Please refer to the Director's Report of this annual report for details.
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CORPORATE GOVERNANCE REPORT
e SRR e

A. The Board

1.

Responsibilities

The Board is responsible for the leadership and control of the
Company and is responsible for promoting the success of the
Company by directing and supervising its affairs. The Board also
reviews the policies and practices on compliance with legal
an