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The information in this preliminary prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed with the
Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell these securities and we are not soliciting offers to buy these securities
in any jurisdiction where the offer or sale is not permitted.

PRELIMINARY PROSPECTUS (Subject to Completion)
Dated
, 2019.

American Depositary Shares

UCLOUDLINK GROUP INC.
Representing

Class A Ordinary Shares

This is an initial public offering of shares of American depositary shares, or ADSs, of UCLOUDLINK GROUP INC. Each ADS represents
ordinary shares, par value US$0.00005 per share.

of our Class A

We are offering

and US$

American depositary shares, or ADSs. We anticipate the initial public offering price per ADS will be between US$

.

We are an “emerging growth company” under applicable U.S. federal securities laws and are eligible for reduced public company reporting requirements.
Prior to this offering, there has been no public market for the ADSs or our ordinary shares. We intend to apply for the listing of the ADSs on [the New York Stock
Exchange/Nasdaq Stock Market] under the symbol “UCL.”

Investing in the ADSs involves risks. See “Risk Factors” beginning on page 18 for factors you should consider before buying the
ADSs.
PRICE US$

PER ADS

Neither the United States Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these securities or passed upon the
accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.
Per ADS

Initial public offering price
Underwriting discounts and commissions 1
Proceeds, before expenses, to us

US$
US$
US$

The underwriters have an over-allotment option to purchase up to an additional
and commissions, within 30 days from the date of prospectus.

Total

US$
US$
US$

ADSs from us at the initial public offering price, less the underwriting discounts

The underwriters expect to deliver the ADSs against payment in U.S. dollars to purchasers on or about

, 2019.

Upon the completion of this offering, our outstanding shares will consist of
Class A ordinary shares and
Class B ordinary shares. Mr. Chaohui Chen, our
founder, director and chief executive officer, and Mr. Zhiping Peng, our founder and chairman of the board of directors, will beneficially own all of our then issued Class
B ordinary shares and will be able to exercise
% of the total voting power of our issued and outstanding shares if the underwriters do not exercise their overallotment option, or
% if the underwriters exercise their over-allotment option in full. Holders of Class A ordinary shares and Class B ordinary shares have the
same rights except for voting and conversion rights. Each Class A ordinary share is entitled to one vote, and each Class B ordinary share is entitled to 15 votes and is
convertible into one Class A ordinary share at any time by the holders thereof. Class A ordinary shares are not convertible into Class B ordinary shares under any
circumstances.

MORGAN STANLEY

BNP PARIBAS
NEEDHAM & COMPANY

Prospectus dated
1

, 2019.

For a description of compensation payable to the underwriters, see “Underwriting.”

NOMURA
MAXIM GROUP LLC
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You should rely only on the information contained in this prospectus or in any related free writing prospectus. We have not authorized anyone to
provide you with information different from that contained in this prospectus or in any related free writing prospectus. We are offering to sell, and
seeking offers to buy the ADSs, only in jurisdictions where offers and sales are permitted. The information contained in this prospectus is accurate only
as of the date of this prospectus, regardless of the time of delivery of this prospectus or any sale of the ADSs.
Neither we nor any of the underwriters has taken any action to permit a public offering of the ADSs outside the United States or to permit the
possession or distribution of this prospectus or any filed free writing prospectus outside the United States. Persons outside the United States who come
into possession of this prospectus or any filed free writing prospectus must inform themselves about and observe any restrictions relating to the offering
of the ADSs and the distribution of the prospectus or any filed free writing prospectus outside the United States.
Until
, 2019 (the 25th day after the date of this prospectus), all dealers that buy, sell or trade ADSs, whether or not participating in
this offering, may be required to deliver a prospectus. This is in addition to the obligation of dealers to deliver a prospectus when acting as
underwriters and with respect to their unsold allotments or subscriptions.
i
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PROSPECTUS SUMMARY
The following summary is qualified in its entirety by, and should be read in conjunction with, the more detailed information and financial
statements appearing elsewhere in this prospectus. In addition to this summary, we urge you to read the entire prospectus carefully, especially the
risks of investing in the ADSs discussed under “Risk Factors,” before deciding whether to invest in the ADSs. This prospectus contains information
from an industry report commissioned by us and prepared by Frost & Sullivan, an independent market research firm, to provide information
regarding our industry and our market position.
Our Mission
Our mission is to enable people to use mobile data traffic freely anytime, anywhere like breathing the air. We aim to make the world more
connected with maximized network utility through harnessing the power of mobile data traffic sharing.
Overview
We are the world’s first and leading mobile data traffic sharing marketplace, according to Frost & Sullivan. We are the pioneer of introducing
the sharing economy business model into the telecommunications industry, creating a marketplace for mobile data traffic. Leveraging our
innovative cloud SIM technology and architecture, we redefine the mobile data connectivity experience, allowing users to gain access to mobile
data traffic allowance shared by network operators on our marketplace. As of June 30, 2019, we had aggregated mobile data traffic allowances
from 271 mobile network operators (MNOs) in 143 countries and regions in our cloud SIM architecture. Total data consumed through our platform
were approximately 9,000 and 28,000 terabytes in 2017 and 2018, respectively, and were approximately 11,000 and 25,000 terabytes in the six
months ended June 30, 2018 and 2019, respectively.
Our innovative cloud SIM technology sets the technological foundation of our marketplace, which is built upon our cloud SIM architecture.
We have developed our proprietary cloud SIM technology based on remote SIM connection, which means that SIM cards are not embedded in the
mobile terminals but remotely connected on the cloud. According to Frost & Sullivan, cloud SIM technology enabled solutions are superior to
other SIM-based technology solutions, such as solutions based on embedded SIM (eSIM) and soft SIM, in terms of network availability, quality,
connection and security. Our cloud SIM technology allows dynamic selection of network services based on signal coverage and cost, and
intelligent distribution of data traffic in the SIM card pool to terminals that may support multiple end devices through our cloud SIM platform, to
achieve better network quality, more reliable connection and lower cost. As of June 30, 2019, we owned 36 patents relating to our cloud SIM
technology.
Leveraging our cloud SIM technology and architecture, we provide mobile data connectivity services with reliable connection, high speed
and competitive price, allowing users to enjoy a superior seamless mobile connectivity experience. We have transformed the traditional
telecommunication business model, where users can only access the wireless network provided by their contracted MNOs and are not able to use
the networks of other local MNOs. By giving users access to our distributed SIM card pool, we free users from this exclusivity, and give them the
freedom to access the mobile networks of other MNOs without physically changing SIM cards wherever they are in the world as long as it is one of
the 143 countries and regions we cover. As a result, we have accumulated a large and active user base. In the sixth months ended June 30, 2019, our
average daily active terminals reached approximately 145,700 and each of our active terminals on average used 1,000 megabytes of mobile data per
day. In addition to mobile data users, we also create unique values to the other stakeholders in the telecommunications industry worldwide,
including smartphone and smart-hardware companies, mobile virtual network operators (MVNOs), MNOs and more broadly to the society.
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We operate our business under what we refer to as uCloudlink 1.0 and uCloudlink 2.0 models, and plan to launch uCloudlink 3.0 model in the
future.
•

uCloudlink 1.0. Our uCloudlink 1.0 model focuses on cross-border travelers that need mobile data connectivity services across
different countries. We started to conduct our business under the uCloudlink 1.0 model in 2014. We operate portable Wi-Fi services
under our own Roamingman brand in China, Malaysia and Singapore to provide global mobile data connectivity services. We also
offer GlocalMe portable Wi-Fi terminals and provide our cloud SIM architecture to business partners such as MVNOs, MNOs and
portable Wi-Fi terminal rental companies, for them to offer global mobile data connectivity services directly to their users. Leveraging
on these business partners’ local operation knowledge and established brand name in their regions, we are able to penetrate into
different markets and regions more effectively, accelerating the adoption of our products and services on a global scale. Since 2018,
we began to offer smartphones and smart devices enabled with mobile data connectivity services such as the GlocalMe World Phone
series. According to Frost & Sullivan, the market size of international roaming service is US$23.3 billion in 2018 and is expected to
reach US$34.8 billion in 2023. We are the largest portable Wi-Fi service provider for international roaming for Chinese outbound
travelers with a 41.0% market share in 2018, according to Frost & Sullivan.

•

uCloudlink 2.0. Our uCloudlink 2.0 model aims to provide mobile data connectivity services to local users across different MNOs in a
single country. We tested this service in 2018, and commercially launched the service in April 2019. We develop GlocalMe Inside
implementation for smartphones and other smart hardware terminals, enabling them to obtain access to our cloud SIM architecture
and use our globally distributed SIM card pool, and also offer GlocalMe World Phone series. We have partnered with a leading
smartphone company in China to provide GlocalMe Inside implementation for certain models of its smartphones. Similarly, we have
agreed with other smartphone brands including PT. Bangga Teknologi Indonesia, the owner of the handset brand Advan in Indonesia,
and Cosmic Technologies, Inc., the owner of the handset brand Cherry Mobile in the Philippines, to launch GlocalMe Inside on some
of their models. This enables smartphone users to use not only our global mobile data connectivity services but also local data traffic
packages without a separate Wi-Fi router. According to Frost & Sullivan, the market size of local mobile data connectivity services is
US$820 billion in 2018 and is expected to reach US$1,149 billion in 2023. As we are expanding GlocalMe Inside to more smartphone
brands and models, we believe we will be able to grow our user base rapidly and capture more monetization opportunities in the
market.

•

uCloudlink 3.0. We expect that we will launch our services following uCloudlink 3.0 model in the next two to three years. We
anticipate that under our proposed uCloudlink 3.0 model, users may share and trade their unused data packages through our cloud SIM
architecture, which will create a data traffic sharing marketplace. We have tested the data allowance sharing among users in trials, and
are technologically ready to launch the uCloudlink 3.0 model. We believe that our successful uCloudlink 1.0 model and fast-growing
uCloudlink 2.0 model will lead us to uCloudlink 3.0 model in the near future. Sharing among users will further enrich the sources of
our distributed SIM card pool and optimize network usage, and make us a vibrant data traffic sharing marketplace.

We have developed proprietary algorithms to analyze historical data usage patterns and predict future data traffic demand. We use the insights
gained from the data analytic results to efficiently procure data traffic allowances from MNOs and other sources globally, dynamically select
network services based on signal coverage and cost, and intelligently allocate data traffic in the SIM card pool to terminals, then to end devices. As
a result, we are able to achieve better network quality, more reliable connection and lower cost for users, as well as improve our cost efficiency. As
the first entrance for users to access mobile internet, we may also leverage the data analytics to develop a number of value-added services, such as
advertisement.

2

Table of Contents

We have grown rapidly in recent years. Our average daily active terminals increased by 73.0% from approximately 65,300 in 2017 to 113,000
in 2018, and increased by 44.4% from approximately 100,900 in the six months ended June 30, 2018 to 145,700 in the six months ended June 30,
2019. The average daily data usage per active terminal increased from 390 megabytes in 2017 to 700 megabytes in 2018, and increased from 640
megabytes in the six months ended June 30, 2018 to 1,000 megabytes in the six months ended June 30, 2019. We generate revenues primarily from
our mobile data connectivity services and hardware terminals that incorporate the services. Our revenues increased by 47.2% from US$85.8 million
in 2017 to US$126.4 million in 2018. Our revenues were US$62.0 million and US$60.6 million in the six months ended June 30, 2018 and 2019,
respectively. Our gross margin increased from 34.4% in 2017 to 36.5% in 2018, and further to 44.8% in the six months ended June 30, 2019. We
had a net loss of US$19.3 million and US$26.6 million in 2017 and 2018, respectively, and of US$10.2 million and US$0.7 million in the six
months ended June 30, 2018 and 2019, respectively. Our adjusted net loss, a non-GAAP measure defined as net loss excluding share-based
compensation, was US$13.7 million and US$24.3 million in 2017 and 2018, respectively, and was US$8.8 million and US$0.5 million in the six
months ended June 30, 2018 and 2019, respectively. Our adjusted EBITDA, another non-GAAP measure defined as net loss excluding share of loss
in equity method investment, net of tax, interest expense, depreciation and amortization, and share-based compensation, was negative
US$4.7 million and negative US$15.1 million in 2017 and 2018, respectively, and was negative US$3.4 million and US$1.4 million in the six
months ended June 30, 2018 and 2019, respectively. See “Summary Consolidated Financial and Operating Data—Non-GAAP Financial
Measures.” In 2017, 2018 and the six months ended June 30, 2019, we generated 37.9%, 50.9% and 58.0%, respectively, of our revenues from
customers outside of China.
Our Market Opportunity
We believe that mobile data traffic has become of utility-like importance for economies and society today. Adoption of mobile technologies
has increased significantly across industries and daily life situations in addition to simple internet browsing and basic communications, driven by
factors such as massive build-out of 3G and 4G telecommunication infrastructure globally, increasingly affordable smartphone and smart-devices,
increased adoption of high bandwidth data applications, and increasingly affordable mobile data plans. The mobile data connectivity service
industry is a large and stable growing industry globally. According to Frost & Sullivan, the total revenue generated from this industry increased
from US$549 billion in 2014 to US$854 billion in 2018, representing a CAGR of 11.7%, which is estimated to grow further at a CAGR of 7.2% to
US$1,210 billion in 2023.
With our bold mission supported by our innovative cloud SIM technology and architecture, we believe we are able to capture the market
opportunities in this massive industry in the long-term. An increasing number of global outbound travels and increasing adoption in mobile data
usage across businesses and daily life create an increasing need of mobile data connectivity while traveling. However, this is not fully addressed by
the global mobile data connectivity services provided by MNOs due to high prices. In the local mobile data connectivity service market, the
significant difference in pricing across different local data packages and local MNOs and differences in network quality and utilization rates across
different MNOs make a case for sharing between MNOs. A mature user-based sharing model is still absent from the telecommunication space and
we believe there are great potential for this to be developed in the future. Our uCloudlink 1.0, 2.0, and 3.0 models address those market
opportunities respectively.
Our Value Propositions
Our products and services deliver unique value propositions to mobile data users, handset and smart-hardware companies, MVNOs, MNOs
and more broadly to the society.
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To our users:
•

Global coverage. Users enjoy mobile data connectivity services in 143 countries and regions, freely switching among countries,
network operators, and data plans.

•

Superior mobile connectivity experience. Our technology dynamically and intelligently selects the local mobile network available in
our distributed SIM card pool with strong signal and fast speed at the location of the end-user. Users may enjoy seamless and
unnoticeable transitions across different network operators.

•

Locally competitive rate. By repackaging data allowances across different operators and tailoring them to meet a broad variety of user
preferences, we are able to offer competitive rates to local and cross-border users comparable to those provided by local operators.

•

Personalized data package to maximize data package usage. Our users can customize data packages based on their own needs, which
minimizes the data traffic wastage in their data plans and helps optimize network utilization for network operators.

To smartphone and smart-hardware companies:
•

Enhanced product differentiation to promote sales. Our GlocalMe Inside implementation, which can be pre-installed in smart mobile
terminals, adds an additional major selling point to smartphones models, enhancing product differentiation and competitiveness and
resulting in more sales.

•

New recurring revenue streams. Smartphone companies, who are typically reliant on one-off sales of hardware, can generate an
additional, recurring and highly scalable data revenue stream via the revenue-sharing arrangements with us.

•

Stronger foothold in digital ecosystem. Acting as a catalyst for mobile data usage, GlocalMe Inside can be deployed on smartphones
as well as other smart-hardware terminals, and serve as gateway for hardware vendors to participate in the digital ecosystem and
capture more business opportunities.

To MVNOs and fixed network operators:
•

Flexible mobile network sourcing. By using our services, MVNOs can reduce their dependence on the arrangement with MNOs to use
their network. We also purchase spare data capacity from MVNOs thereby increasing efficient usage of their networks.

•

Strengthened local and global data connectivity offering. Leveraging our global SIM card resources, MVNOs can offer their users
competitively-priced international mobile data connectivity services and provide broader local coverage and better network
performance, without being limited by that of the MNOs they have entered into contract with.

•

Enabling mobile data offering for fixed network operators. Cable operators or other fixed network operators can offer wireless
services through our GlocalMe products without entering into an MVNO contract.

•

Offering full ownership of users. By offering GlocalMe products, MVNOs can foster more direct and interactive relationships with
users.

To MNOs, especially tier-2 and 3 MNOs:
•

Improved network coverage and service quality. We improve a MNO’s network coverage by enabling their customers to access all the
mobile networks globally supported by our platform. Our technology provides seamless and continuous access to data and enhances
user experience, ultimately helping MNOs improve customer satisfaction and stickiness and save capital expenditure.
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•

Maximized network utilization. Our platform can revolutionize the difficult process of network sharing among MNOs. We can also
dynamically select networks of MNOs, by intelligently identifying the imbalance in terms of coverage and usage level between
different networks, to better leverage their under-utilized network capacities and maximize the network utilization.

•

Simplified cooperation among MNOs. We enable MNOs to share their network without having to engage in costly and timeconsuming one-on-one negotiations. In addition, MNOs may choose not to roll-out networks in economically unattractive areas where
other operators already provide coverage.

•

New user development model. Our platform decouples users from a single MNO under the traditional SIM-based model, and allows
MNOs to acquire and develop users and sell data traffic allowances through users’ GlocalMe-ready smart devices, creating a new
OTT(over the top)-like handset-based user development model.

•

Accelerated 5G implementation. As network operators start to roll-out 5G networks, mobile data traffic sharing between MNOs via
our cloud SIM architecture can reduce capital spending and roaming agreements negotiation cost, ensure low network latency for end
users and expand network coverage.

To society as a whole:
•

Radio frequency efficiency. Our cloud SIM technology enables MNOs to share their networks and resources, improving efficiency of
spectrum usage.

•

Environmentally friendly and reduce waste. Our sharing model reduces duplicated construction of telecommunication infrastructure,
which leads to less industrial waste.

•

Enhanced information sharing and digitalization. We facilitate better information sharing by allowing people to use mobile data
traffic. By empowering smartphones and smart hardware with reliable mobile connectivity without limitation, we facilitate the
creation of innovative mobile digital solutions.

Our Competitive Strengths
We believe the following strengths have contributed to our success:
•

the world’s first and leading mobile data traffic sharing marketplace;

•

innovative cloud SIM technology and architecture redefining mobile data connectivity experience;

•

strong strategic partnerships globally enabling deep and effective penetration into local markets;

•

efficient data procurement and utilization based on advanced technology and data analytic capabilities;

•

diversified and asset-light business model with strong growth and margin; and

•

experienced and visionary management team.

Our Strategies
As the world’s first and leading data traffic sharing marketplace, we have a set of user-centric strategies to grow our business and deliver the
best mobile internet connectivity experience to users globally:
•

strengthen our market leadership in international mobile data connectivity services for cross-border travelers;

•

capture the massive opportunities in local mobile data markets worldwide;

•

expand GlocalMe Inside to become a leading provider and create a GlocalMe Inside connection based ecosystem;

5

Table of Contents

•

support the global proliferation of Internet-of-thing (IoT) applications in the upcoming 5G era;

•

continue to innovate to pursue new monetization opportunities;

•

promote user engagement across our products to drive adoption and recurring usage; and

•

pursue strategic investment and acquisition opportunities.

Our Challenges
We face risks and uncertainties in realizing our business objectives and executing our strategies, including those relating to:
•

our dependence on network operators for their wireless networks, infrastructures and data traffic;

•

our ability to continue to obtain data traffic at favorable rates;

•

extensive telecommunications regulations and changes in the regulatory environment;

•

intellectual property, including those relating to our ability to protect our intellectual property rights, defend intellectual property
claims against us, and obtain licenses;

•

our limited operating history;

•

the substantial amount of share-based compensation expense upon the completion of this offering;

•

our business partnerships and strategic alliances;

•

our efforts to attract and retain users;

•

interruption or failure of our own information technology systems or those provided by third-party service providers we rely upon;

•

the current tensions in international economic relations that may negatively affect the cost of our operations, the growth of our
business, and the size of our target market;

•

competition from other players in the international and local mobile data connectivity service industries and their adjacent industries;
and

•

our expansions into new businesses.

Corporate History and Structure
We commenced our operations by establishing Shenzhen uCloudlink Network Technology Co., Ltd in August 2014 and Beijing uCloudlink
New Technology Co., Ltd. three months later. Our holding company, UCLOUDLINK GROUP INC., was incorporated in August 2014 in the
Cayman Islands to facilitate financing and offshore listing. In September 2014, our holding company established a wholly-owned subsidiary in
Hong Kong, UCLOUDLINK (HK) LIMITED, which is a subsidiary of HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED,
an entity through which we conduct our business operations in Hong Kong.
In January 2015, we established Beijing uCloudlink Technology Co., Ltd., through which we gained control over Shenzhen uCloudlink
Network Technology Co., Ltd and Beijing uCloudlink New Technology Co., Ltd. by entering into a series of contractual arrangements with
Shenzhen uCloudlink Network Technology Co., Ltd and Beijing uCloudlink New Technology Co., Ltd. and their respective shareholders.
In addition, we established the following subsidiaries to perform the following functions of our business:
primarily for marketing and sales:
•

UCLOUDLINK (UK) CO. LTD in the UK in October 2014;
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•

Ucloudlink (America), Ltd. in the United States in August 2016;

•

UCLOUDLINK (SINGAPORE) PTE. LTD. in Singapore in May 2017;

•

UCLOUDLINK SDN. BHD. in Malaysia in August 2017;

•

uCloudlink Japan Co., Ltd. in Japan in March 2018;

primarily for technology research and development:
•

Shenzhen Ucloudlink Technology Limited in China in July 2015; and

primarily for hardware exportation:
•

Shenzhen uCloudlink Co., Ltd in China in June 2018.

We refer to Beijing uCloudlink Technology Co., Ltd. as Beijing uCloudlink, to Shenzhen uCloudlink Network Technology Co., Ltd as
Shenzhen uCloudlink, and to Beijing uCloudlink New Technology Co., Ltd. as Beijing Technology. We refer to Shenzhen uCloudlink and Beijing
Technology collectively as our VIEs in this prospectus. Our contractual arrangements with our VIEs and their shareholders allow us to (i) exercise
effective control over our VIEs, (ii) receive substantially all of the economic benefits of our VIEs, and (iii) have an exclusive option to purchase or
designate any third party to purchase all or part of the equity interests in and assets of our VIEs when and to the extent permitted by PRC law. For
more details, including risks associated with the VIE structure, please see “—Agreements that provide us with effective control over our VIEs,”
“—Agreements that allow us to receive economic benefits from our VIEs,” “—Agreements that provide us with the option to purchase the equity
interests in and assets of our VIEs,” and “Risk Factors—Risks Related to Our Corporate Structure.”
As a result of our direct ownership in Beijing uCloudlink and the VIE contractual arrangements, we are regarded as the primary beneficiary
of our VIEs, and we treat them and their subsidiaries as our consolidated affiliated entities under U.S. GAAP. We have consolidated the financial
results of our VIEs and their respective subsidiaries with our consolidated financial statements in accordance with U.S. GAAP.
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The chart below summarizes our corporate structure and identifies our principal subsidiaries, our VIEs and their principal subsidiaries
immediately upon the completion of this offering, assuming no exercise of the over-allotment option granted to the underwriters:

Note:

(1)
(2)

Through contractual arrangements, one of our employees holds the equity interest in the entity on behalf of us, and we have consolidated its financial results in our
consolidated financial statements in accordance with U.S. GAAP.
Chaohui Chen our founder, director and chief executive officer, and Zhiping Peng, our founder and chairman of board of directors, each holds 50.17% and 49.67% of
the equity interests in Beijing Technology, respectively. Both of them are beneficial owners of our company. Four other beneficial owners of our company, namely, Wen
Gao, Zhongqi Kuang, Baixing Wang and Xingya Qiu, hold an aggregate of 0.16% of the equity interest in Beijing Technology. Mr. Wen Gao serves as our chief sales
officer, and Mr. Zhongqi Kuang serves as our chief supply chain officer.
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Implications of Being an Emerging Growth Company
As a company with less than US$1.07 billion in revenue for our last fiscal year, we qualify as an “emerging growth company” pursuant to the
Jumpstart Our Business Startups Act of 2012, as amended, or the JOBS Act. An emerging growth company may take advantage of specified
reduced reporting and other requirements compared to those that are otherwise applicable generally to public companies. These provisions include
exemption from the auditor attestation requirement under Section 404 of the Sarbanes-Oxley Act of 2002 in the assessment of the emerging growth
company’s internal control over financial reporting. The JOBS Act also provides that an emerging growth company does not need to comply with
any new or revised financial accounting standards until such date that a private company is otherwise required to comply with such new or revised
accounting standards, and we do not plan to opt out of such exemptions afforded to an emerging growth company.
We will remain an emerging growth company until the earliest of (a) the last day of the fiscal year during which we have total annual gross
revenues of at least US$1.07 billion; (b) the last day of our fiscal year following the fifth anniversary of the completion of this offering; (c) the date
on which we have, during the preceding three-year period, issued more than US$1.0 billion in non-convertible debt; or (d) the date on which we are
deemed to be a “large accelerated filer” under the Securities Exchange Act of 1934, as amended, or the Exchange Act, which would occur if the
market value of the ADSs that are held by non-affiliates is at least US$700 million as of the last business day of our most recently completed
second fiscal quarter. Once we cease to be an emerging growth company, we will not be entitled to the exemptions provided in the JOBS Act
discussed above.
Corporate Information
Our principal executive offices are located at Room 2118-2119, 21/F, One Pacific Centre, 414 Kwun Tong Road, Kwun Tong, Kowloon,
Hong Kong. Our telephone number is +852 2180-6111. Our registered office in the Cayman Islands is located at the office of Maricorp Services
Ltd., P.O. Box 2075, George Town, Grand Cayman KY1-1105, Cayman Islands.
Investors should submit any inquiries to the address and telephone number of our principal executive offices. Our main website is
www.ucloudlink.com. The information contained on our website is not a part of this prospectus. Our agent for service of process in the United
States is
, located at
.
Conventions that Apply to this Prospectus
Unless otherwise indicated or the context otherwise requires, references in this prospectus to:
•

“ADRs” are to the American depositary receipts which may evidence the ADSs;

•

“ADSs” are to the American depositary shares, each of which represents

•

“average daily active terminals” are to the average number of terminals connected to our platform per day during a certain period;

•

“average daily data usage per active terminal” are to the average volume of data consumed by each daily active terminal on our
platform per day during a certain period;

•

“China” or the “PRC” are to the People’s Republic of China, excluding, for the purposes of this prospectus only, Hong Kong, Macau
and Taiwan;

•

“Class A ordinary shares” are to our Class A ordinary shares, par value US$0.00005 per share;
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•

“Class B ordinary shares” are to our Class B ordinary shares, par value US$0.00005 per share;

•

“RMB” and “Renminbi” are to the legal currency of China;

•

“shares” or “ordinary shares” are to our ordinary shares, par value US$0.00005 per share, and upon and after the completion of this
offering, are to our Class A and Class B ordinary shares, par value US$0.00005 per share;

•

“terminals” are to our portable Wi-Fi devices providing mobile data connectivity services, and smartphones and other smart hardware
with our GlocalMe Inside app installed;

•

“uCloudlink,” “we,” “us,” “our company” and “our” are to UCLOUDLINK GROUP INC., our Cayman Islands holding company and
its subsidiaries, its consolidated variable interest entities and the subsidiaries of the consolidated variable interest entities;

•

“US$,” “U.S. dollars,” “$,” and “dollars” are to the legal currency of the United States; and

•

“VIEs” are to our variable interest entities, which are Beijing uCloudlink New Technology Co., Ltd. and Shenzhen uCloudlink
Network Technology Co., Ltd.

Unless the context indicates otherwise, all information in this prospectus assumes no exercise by the underwriters of their over-allotment
option.
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THE OFFERING
Offering price

We expect that the initial public offering price will be between US$
US$
per ADS.

ADSs offered by us

and

ADSs (or

ADSs if the underwriters exercise their over-allotment option in

ADSs (or

ADSs if the underwriters exercise their over-allotment option in

full).
ADSs outstanding immediately after this offering
full)
Ordinary shares outstanding immediately after this
offering

ordinary shares, comprised of
Class A ordinary shares and
Class B
ordinary shares (or
ordinary shares if the underwriters exercise their over-allotment
option in full, comprised of
Class A ordinary shares and
Class B ordinary
shares). This number assumes the conversion, on a one-for-one basis, of all outstanding
preferred shares into ordinary shares immediately upon the completion of this offering.

The ADSs

Each ADS represents

Class A ordinary shares, par value US$0.00005 per share.

The depositary will hold Class A ordinary shares underlying your ADSs. You will have
rights as provided in the deposit agreement among us, the depositary and holders and
beneficial owners of ADSs from time to time.
We do not expect to pay dividends in the foreseeable future. If, however, we declare
dividends on our ordinary shares, the depositary will pay you the cash dividends and other
distributions it receives on our ordinary shares after deducting its fees and expenses in
accordance with the terms set forth in the deposit agreement.
You may surrender your ADSs to the depositary in exchange for Class A ordinary shares.
The depositary will charge you fees for any exchange.
We may amend or terminate the deposit agreement without your consent. If you continue to
hold your ADSs after an amendment to the deposit agreement, you agree to be bound by
the deposit agreement as amended.
To better understand the terms of the ADSs, you should carefully read the “Description of
American Depositary Shares” section of this prospectus. You should also read the deposit
agreement, which is filed as an exhibit to the registration statement that includes this
prospectus.
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Ordinary shares

Our ordinary shares will be divided into Class A ordinary shares and Class B ordinary
shares immediately prior to the completion of this offering. Holders of Class A ordinary
shares and Class B ordinary shares will have the same rights except for voting and
conversion rights. In respect of matters requiring a shareholder vote, each Class A ordinary
share will be entitled to one vote, and each Class B ordinary share will be entitled to 15
votes. Each Class B ordinary share is convertible into one Class A ordinary share at any
time by the holder thereof. Class A ordinary shares are not convertible into Class B
ordinary shares under any circumstances. Upon any sale of Class B ordinary shares by a
holder thereof to any person other than an affiliate of our two founders, namely, Mr.
Chaohui Chen and Mr. Zhiping Peng, their family members or any entity controlled by the
founders or their family members, such Class B ordinary shares shall be automatically and
immediately converted into the same number of Class A ordinary shares. For a description
of Class A ordinary shares and Class B ordinary shares, see “Description of Share Capital.”

Over-allotment option

We have granted the underwriters an option, exercisable within 30 days from the date of
this prospectus, to purchase up to an aggregate of
additional ADSs.

Use of proceeds

We expect that we will receive net proceeds of approximately US$
million from
this offering or approximately US$
million if the underwriters exercise their overallotment option in full, assuming an initial public offering price of US$
per ADS,
which is the midpoint of the estimated range of the initial public offering price, after
deducting underwriting discounts and commissions and estimated offering expenses
payable by us.
We intend to use the net proceeds from this offering to invest in research and development
and for general corporate purposes. See “Use of Proceeds” for more information.

Lock-up

[We, our directors, executive officers and all of our existing shareholders] have agreed with
the underwriters, subject to certain exceptions, not to sell, transfer or otherwise dispose of
any ADSs, ordinary shares or similar securities for a period of 180 days after the date of
this prospectus. See “Shares Eligible for Future Sale” and “Underwriting” for more
information.

[Directed Share Program

At our request, the underwriters have reserved for sale, at the initial public offering price,
up to an aggregate of
ADSs offered in this offering to some of our directors,
officers, employees, business associates and related other persons associated with us
through a directed share program.]

Listing

We intend to apply to have the ADSs listed on the [New York Stock Exchange/Nasdaq
Stock Market] under the symbol “UCL.” The
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ADSs and our ordinary shares will not be listed on any other stock exchange or traded on
any automated quotation system.
Payment and settlement

The underwriters expect to deliver the ADSs against payment therefor through the facilities
of The Depository Trust Company on
, 2019.

Depositary
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SUMMARY CONSOLIDATED FINANCIAL AND OPERATING DATA
The following summary consolidated statements of comprehensive loss data for the years ended December 31, 2017 and 2018, summary
consolidated balance sheets data as of December 31, 2017 and 2018 and summary consolidated statements of cash flow data for the years ended
December 31, 2017 and 2018 have been derived from our audited consolidated financial statements included elsewhere in this prospectus. The
following summary consolidated statements of comprehensive loss data for the six months ended June 30, 2018 and 2019, summary consolidated
balance sheet data as of June 30, 2019 and summary consolidated statements of cash flow data for the six months ended June 30, 2018 and 2019
have been derived from our unaudited condensed consolidated financial statements included elsewhere in this prospectus. Our consolidated
financial statements are prepared and presented in accordance with U.S. GAAP. Our historical results are not necessarily indicative of results
expected for future periods. You should read this Summary Consolidated Financial and Operating Data section together with our consolidated
financial statements and the related notes and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included
elsewhere in this prospectus.
For the Year
For the Six Months
Ended December 31,
Ended June 30,
2017
2018
2018
2019
(US$ in thousands)

Summary Consolidated Statements of Comprehensive Loss Data:
Revenues
Revenues from services
Sales of products
Total revenues
Cost of revenues
Cost of services
Cost of products sold
Total cost of revenues
Gross profit
Research and development expenses
Sales and marketing expenses
General and administrative expenses(1)
Other income, net
Loss from operations
Interest income
Interest expense
Loss before income tax
Income tax expenses
Share of loss in equity method investment, net of tax
Net loss
Accretion of Series A-2 ordinary shares and Series A Preferred Shares
Allocation to Series A-2 ordinary shares
Net loss attributable to ordinary shareholders of the Company
Net loss
Other comprehensive income/(loss), net of tax
Foreign currency translation adjustment
Total comprehensive loss
Net loss per share attributable to ordinary shareholders of the Company
Basic and diluted
Net loss per ADS(2)
Basic and diluted

67,142
18,703
85,845

88,448
37,951
126,399

42,160
19,857
62,017

41,488
19,094
60,582

(40,621)
(15,692)
(56,313)
29,532
(13,255)
(17,673)
(16,186)
1,447
(16,135)
174
(3,299)
(19,260)
—
—
(19,260)
(3,121)
1,431
(20,950)
(19,260)

(46,074)
(34,170)
(80,244)
46,155
(20,401)
(29,658)
(19,919)
658
(23,165)
435
(3,385)
(26,115)
—
(442)
(26,557)
(2,209)
—
(28,766)
(26,557)

(23,392)
(17,330)
(40,722)
21,295
(7,970)
(12,414)
(8,028)
(999)
(8,116)
131
(2,246)
(10,231)
—
—
(10,231)
(1,106)
—
(11,337)
(10,231)

(17,929)
(15,501)
(33,430)
27,152
(8,019)
(11,058)
(9,745)
1,049
(621)
159
(195)
(657)
—
—
(657)
(1,269)
—
(1,926)
(657)

91
(19,169)

(537)
(27,094)

(316)
(10,547)

68
(589)

(0.17)

(0.16)

(0.07)

(0.01)

—

14

—

Table of Contents

For the Year
For the Six Months
Ended December 31,
Ended June 30,
2017
2018
2018
2019
(US$ in thousands)

Weighted average number of ordinary shares used in computing net loss per share
Basic and diluted
Non-GAAP Financial Measures(3)
Adjusted net loss
Adjusted EBITDA
Notes:

(1)
(2)
(3)

124,473,486

185,370,982

(13,680)
(4,683)

162,276,569

(24,275)
(15,132)

232,451,900

(8,762)
(3,430)

(488)
1,353

Including share-based compensation of US$5.6 million, US$2.3 million and US$0.2 million in 2017, 2018 and the six months ended June 30, 2019, respectively, which
relate to restricted shares held by certain of our senior management. As of June 30, 2019, there was US$37.9 million of unrecognized share-based compensation
expense related to granted share options.
Each ADS represents
ordinary shares.
See “—Non-GAAP Financial Measures.”

The following table presents our summary consolidated balance sheet data as of December 31, 2017 and 2018 and June 30, 2019:
As of December 31,
2017
2018
(US$ in thousands)

Summary Consolidated Balance Sheets Data:
Cash and cash equivalents
Accounts receivable, net
Inventories
Prepayments and other current assets
Total assets
Accrued expenses and other liabilities
Accounts payables
Convertible bonds
Total liabilities
Total mezzanine equity
Total shareholders’ (deficit) equity
Total liabilities, mezzanine equity and shareholders’ (deficit) equity

49,102
13,676
4,986
8,086
89,325
15,849
10,286
70,254
99,699
18,228
(28,602)
89,325

As of June 30,
2019

36,464
16,631
12,020
10,423
80,505
18,755
12,673
—
43,469
20,437
16,599
80,505

37,458
16,407
12,843
10,787
85,900
21,870
14,627
—
49,284
21,706
14,910
85,900

The following table presents our summary consolidated cash flow data for the periods indicated:
For the Year
For the Six Months
Ended December 31,
Ended June 30,
2017
2018
2018
2019
(US$ in thousands)

Summary Consolidated Cash Flow Data:
Net cash (used in)/generated from operating activities
Net cash used in investing activities
Net cash generated from financing activities
Increase/(decrease) in cash, cash equivalents and restricted cash
Effect of exchange rates on cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of year/period
Cash, cash equivalents and restricted cash at end of year/period

(7,218)
(4,956)
59,433
47,259
420
9,127
56,806
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(19,472)
(4,569)
4,421
(19,620)
(559)
56,806
36,627

(13,816)
(3,778)
5,361
(12,233)
(298)
56,806
44,275

4,403
(1,209)
1,516
4,710
45
36,627
41,382
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The following table presents certain of our operating data for the periods indicated:

Summary Operating Data:
Average daily active terminals (including GlocalMe Inside
apps)
Average daily data usage per active terminal (in megabytes)

For the Year Ended December 31,
2017
2018

65,300
390

113,000
700

For the Six Months Ended June 30,
2018
2019

100,890
638

145,704
1,001

Non-GAAP Financial Measures
In evaluating our business, we consider and use two non-GAAP measures, adjusted net loss and adjusted EBITDA, as supplemental measures
to review and assess our operating performance. The presentation of these non-GAAP financial measures is not intended to be considered in
isolation or as a substitute for the financial information prepared and presented in accordance with U.S. GAAP. We define adjusted net loss as net
loss excluding share-based compensation. We define adjusted EBITDA as net loss excluding share of loss in equity method investment, net of tax,
interest expense, depreciation and amortization, and share-based compensation.
We believe that adjusted net loss and adjusted EBITDA help identify underlying trends in our business that could otherwise be distorted by
the effect of certain expenses that we include in loss from operations and net loss. We believe that adjusted net loss and adjusted EBITDA provide
useful information about our operating results, enhance the overall understanding of our past performance and future prospects and allow for
greater visibility with respect to key metrics used by our management in its financial and operational decision-making.
The non-GAAP financial measures are not defined under U.S. GAAP and are not presented in accordance with U.S. GAAP. The non-GAAP
financial measures have limitations as analytical tools. One of the key limitations of using adjusted net loss and adjusted EBITDA is that they do
not reflect all items of income and expense that affect our operations. Share-based compensation has been and may continue to be incurred in our
business and is not reflected in the presentation of adjusted net loss. Further, the non-GAAP financial measures may differ from the non-GAAP
information used by other companies, including peer companies, and therefore their comparability may be limited.
We compensate for these limitations by reconciling the non-GAAP financial measure to the nearest U.S. GAAP performance measure, all of
which should be considered when evaluating our performance. We encourage you to review our financial information in its entirety and not rely on
a single financial measure.
The following table reconciles our adjusted net loss to the most directly comparable financial measure calculated and presented in accordance
with U.S. GAAP, which is net loss, for the periods presented:
For the Year Ended December 31,
2017
2018

Reconciliation of Net Loss to Adjusted Net Loss:
Net loss
Add:
Share-based compensation
Adjusted net loss

For the Six Months Ended June 30,
2018
2019
(US$ in thousands)

(19,260)

(26,557)

(10,231)

(657)

5,580
(13,680)

2,282
(24,275)

1,469
(8,762)

169
(488)
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The following table reconciles our adjusted EBITDA to the most directly comparable financial measure calculated and presented in
accordance with U.S. GAAP, which is net loss, for the periods presented:

Reconciliation of Net Loss to Adjusted EBITDA:
Net loss
Add:
Interest expense
Depreciation and amortization
EBITDA
Add:
Share-based compensation
Share of loss in equity method investment, net of tax
Adjusted EBITDA

For the Year Ended December 31,
For the Six Months Ended June 30,
2017
2018
2018
2019
(US$ in thousands)

(19,260)

(26,557)

(10,231)

3,299
5,698
(10,263)

3,385
5,316
(17,856)

2,246
3,086
(4,899)

195
1,646
1,184

5,580
—
(4,683)

2,282
442
(15,132)

1,469
—
(3,430)

169
—
1,353
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RISK FACTORS
An investment in our ADSs involves significant risks. You should consider carefully all of the information in this prospectus, including the risks
and uncertainties described below, before making an investment in our ADSs. Any of the following risks could have a material adverse effect on our
business, financial condition and results of operations. In any such case, the market price of our ADSs could decline, and you may lose all or part of
your investment.
Risks Related to Our Business and Industry
We depend on network operators for their wireless networks, infrastructures and data traffic, and any disruptions of or limitations on our use
of such networks, infrastructures and data traffic may adversely affect our business and financial results.
We do not own or operate a physical network, but rather utilize the global wireless communication networks of MNOs through data traffic
procurement from data traffic suppliers. The reliable service we provide to our users depends on those networks. If the MNOs fail to maintain their
wireless facilities and government authorizations or to comply with government policies and regulations, the connection of our terminals, be it the initial
connection or continued service connection, may be adversely affected. Some of the risks related to MNOs’ wireless communication networks and
infrastructures include: major equipment failures, breaches of network or information technology security that affect their wireless networks, including
transport facilities, communications switches, routers, microwave links, cell sites or other equipment or third-party owned local and long-distance
networks on which we rely, power surges or outages, software defects and disruptions beyond their control, such as natural disasters and acts of
terrorism, among others. Any impact on their wireless communication networks could disrupt our operations, require significant resources, result in a
loss of users or impair our ability to attract new users, which in turn could have a material adverse effect on our business, results of operations and
financial condition.
Furthermore, while no data traffic supplier supplies more than 10% of our SIM cards in our SIM pool and there are usually multiple available
networks in major markets, our business may be materially adversely impacted if certain data traffic suppliers limit or deny our access to and usage of
their networks and data traffic. The data traffic suppliers may determine that the service we provide or the cloud SIM technology we use does not fully
comply with local telecommunications regulations, or is not fully compatible with the data traffic suppliers’ technical requirements, policies or contract
provisions. The contracts we entered into for the network service and data traffic supply demonstrated varying degrees of certainties on whether and to
what extent we are allowed to use the data traffic supply pursuant to our business model. A small number of contracts can be interpreted to have
prohibited commercial use of our procured SIM cards. If data traffic suppliers consider that our business model and usage of data traffic do not comply
with the agreements contained in relevant contracts, or in violation of local regulations, they can, among others, block the hotspot Wi-Fi function, limit
the speed of the network we use, or completely terminate their services. Any of these actions taken by data traffic suppliers may have a material adverse
effect on our business, results of operations and financial condition.
Our ability to grow our business and user base for our service may be limited unless we can continue to obtain data traffic at favorable rates.
To further expand our business, we must continue to obtain wireless data traffic at favorable rates and terms. Our operating performance and
ability to attract new users may be adversely affected if we are unable to meet increasing demands for our services in a timely and efficient manner.
Negotiations with prospective and existing data traffic suppliers also require substantial time, effort and resources. We may ultimately fail in our
negotiations, resulting in costs to our business without any associated benefits. The termination or failure of renewal of our contracts with major
suppliers for our data traffic can
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adversely affect our business and financial results. These contracts are in most cases for finite terms and, therefore, there can be no guarantee that they
will be renewed at all or on favorable terms to us. Our business and results of operations would be adversely affected if these contracts were terminated
or we were unable to enter into data traffic supply agreements in the future to provide our services to our users, which could result in a reduction of our
revenues and profits.
Mergers and acquisitions among MNOs and MVNOs, either voluntary or government-driven, can result in fewer players in the
telecommunications market, and as a consequence reduce our options for data traffic supply as well as our bargaining power. A more consolidated
telecommunications market in a region may also partially negate the demand for our mobile data connectivity service as resources are combined and
fewer negotiations are needed among the operators for network sharing or roaming.
We are and may be subject to extensive telecommunications regulations, and any change in the regulatory environment may materially impact
us.
In most countries in which we operate, we may be required to comply with various regulatory obligations governing the provision of our products
and services, primarily relating to telecommunications regulations. Due to the international reach of our services, it is difficult and costly to evaluate the
regulatory environment in a given market and to what extent we are in compliance. Across different jurisdictions, we may be viewed as providing
different services, and thus are required to obtain different licenses and permits. In addition, we may face and subject to the governmental investigation
and inquiries, initiating by the governmental authorities on their own or by responding the reports or complaints from our competitors, our users, from
time to time. Below we list a few examples of regional regulatory frameworks in selected markets where we have entered or plan to enter in the future.
Telecommunications operators in China are subject to regulation by, and under the supervision of, the MIIT, the primary regulator of the
telecommunications industry in China. Other PRC government authorities also take part in regulating the telecommunications industry in areas such as
tariff policies and foreign investment. The MIIT, under the direction of the State Council, has been preparing a draft telecommunications law, which,
once adopted, will become the fundamental telecommunications statute and the legal basis for telecommunications regulations in China. In 2000, the
State Council promulgated a set of telecommunications regulations, or the Telecommunications Regulations, that apply in the interim period prior to the
adoption of the telecommunications law.
On May 17, 2013, the MIIT announced the Mobile Telecommunication Resale Service Pilot Scheme to encourage private investment in the
telecommunications industry, which represented the official approval of the MVNO business. See “Regulation—PRC—Regulations Related to Mobile
Data Traffic Service.” According to the PRC laws and regulations related to MVNO, and our consultation with the local branch of MIIT, we understand
that the key character of MVNO is that it purchases mobile telecommunication services from MNOs who own physical network, and then re-organize
and resell these services to end-users under their own brands. We understand our business is significantly different from mobile telecommunication
resale service in the PRC, including, (i) we only use our own brands to provide terminals and technology to our users, but not to resale mobile
telecommunication services, and we emphasize in our users’ agreement that we only provide mobile data connectivity services, while all the data traffic
are produced and provided by MVOs or MVNOs; (ii) we enable end-users to gain access to mobile data traffic without physical SIM cards by our
services, but end-users do not gain access to any other mobile telecommunication services, for example, among others, voice services, short messages,
through our services; (iii) MVNOs usually provide physical SIM cards with a specific phone number to users, through which users are able to get access
to data traffic and voice services. However, our mobile data connectivity services does not contain physical SIM cards or phone numbers. Based on the
above understanding, our PRC legal counsel, Han Kun Law Offices, is of the opinion that the service we provide in PRC is not mobile
telecommunication resale service stipulated definitely under PRC laws and regulations. We received an Investigation Notice issued by Guangdong
Communications Administration, or the GCA, the local
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branch of the MIIT, on March 25, 2019. According to the Investigation Notice, one of our VIEs, Shenzhen uCloudlink, has been reported to engage in
the mobile telecommunication resale business without requisite approvals. The GCA conducted an investigation on us subsequently. We have been
informed by the GCA that the investigation is completed. We received another Investigation Notice issued by GCA on July 16, 2019, which indicates
that Shenzhen uCloudlink has been reported to engage in the mobile telecommunication resale business without requisite approvals. We attended an
interview conducted by the GCA on July 19, 2019. However, as of the date of this prospectus, we have not received any clearance from the GCA which
indicates that it regards us as not engaging in the mobile telecommunication resale service, and there can be no assurance that we will be able to receive
such final clearance. Our PRC legal counsel advised us that as the PRC regulations related to MVNOs and mobile telecommunication resale service is
still in a nascent stage and keeps developing, and our business model shares certain similarities with mobile telecommunication resale service, there is
no assurance that our competitors, our users will not report us to the PRC governmental authorities again, and there is no assurance that the PRC
governmental authorities will hold the same opinion in the future and will not regard us as a MVNO. To minimize such risk, we have invested in a
MVNO in the PRC and we are expecting to cooperate with it in the future.
As a network service provider in the PRC, we are obligated to require the users to provide their real identity information when signing agreements
or confirmations on the provision of services stipulated under relevant laws and regulations. Historically, one of our terminals in the PRC enabled the
end-users to gain access to the data traffic without providing any users’ identity information, for which we received a rectification order from the GCA
on May 7, 2019. We have submitted our rectification plan to the GCA. As the date hereof, we have not received any final clearance from the GCA that
our rectification plan is sufficient, and there can be no assurance that we will receive such final clearance. We received an Investigation Notice issued by
GCA on July 16, 2019, which indicates that Shenzhen uCloudlink provides network access service for end-users without requiring them to provide
identity information. We attended an interview conducted by the GCA on July 19, 2019. As the date hereof, we do not receive any clearance from the
GCA which indicates that we have fulfilled the obligation of real-name authentication obligation, and there can be no assurance that we will be able to
receive such final clearance. As MNOs and MVNOs are required to obtain the real identity information of their users when conduct network access
formalities for mobile phone numbers, we establish our authentication method on top of such by requiring our users to provide us the verification codes
we sent to their mobile phone numbers when they first register in our Apps. Therefore, we are able to verify the real identity information of our users
through their phone numbers. This authentication method has been widely adopted by network service providers in the PRC. However, we cannot assure
that our authentication method is sufficient to fulfill the real-name authentication obligation. We purchase machine to machine data SIM cards, or M2M
Data SIM Cards to support our service in the PRC. In addition to the usage limitation set forth in the purchase agreements, PRC laws and regulations
also have other restrictions, and further requires the MVOs and MVNOs to oversee and regulate the usage of M2M Data SIM Cards, including but not
limited to prohibition of reselling M2M Data SIM Cards or using M2M Data SIM Cards for non-industry users. As of the date of this prospectus, we
have not received any notice issued by MVOs or MVNOs informing us that our use of M2M Data SIM Cards does not comply with the relevant
regulations. However, since the interpretation and application of regulations and laws related to M2M Data SIM Cards in the PRC remain unclear, and
there are uncertainties as to what the definition of resale and non-industry users, our usage of M2M Data SIM Cards may be deemed in violation of
relevant regulations. In that case, our cooperative MNOs and MVNOs may block data traffic or even terminate our cooperation, and our business,
financial condition, results of operations and prospects may be materially and adversely affected.
In Japan, the Telecommunications Business Act of Japan, or the Telecommunications Business Act, generally requires that those who plan to
provide telecommunications services be registered as telecommunications business operators. However, as long as the scale of the telecommunications
circuit facilities to be installed for the telecommunication services and the scope of service area to be covered do not exceed certain thresholds set forth
in an ordinance of the Ministry of Internal Affairs and Communications of Japan, or fall within a certain category of radio facilities, submission of a
notice to the Minister of Internal Affairs and Communications of Japan, rather than registration, is required.
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Telecommunications business operators in Japan are prohibited from acquiring, using without permission, or leaking private communications
(including, but not limited to, the contents of communications, the dates and places of the communications, the names and addresses, telephone numbers
and IP addresses). The Telecommunications Business Act also requires a telecommunications business operator to, among other things, provide its
service in a fair manner and, in certain emergency situations such as a natural disaster, prioritize important public communications. If, among other
things, the acquisition, use without permission or leakage of private communications occurs or is not appropriately prevented in connection with the
operation of the telecommunications business, a telecommunications business operator does not satisfy the foregoing requirements, or its business
operation is otherwise inappropriate or unreasonable, such telecommunications business operator may be subjected to administrative or criminal
sanctions.
In Hong Kong, the Telecommunications Ordinance (Chapter 106 of the Laws of Hong Kong), generally requires, among others, that those who
plan to (i) deal in the course of trade or business in apparatus or material for radio communications; or (ii) offer in the course of business a
telecommunication services, to apply for an appropriate license. Currently, we have a Radio Dealers License (Unrestricted) and are preparing an
application to the Communications Authority in Hong Kong for a Services-Based Operator License. However, there is no assurance that due to the
expansion and changes to our product and service offerings from time to time, we possess or will possess all relevant or required licenses. See
“Regulation—Hong Kong—Laws and Regulations Related to Telecommunication Services and Import and Export of Telecommunication Devices.” In
the event that the Communications Authority in Hong Kong is of the view that we are required to, but have not obtained, the specific license at the
relevant time, we and any responsible directors or other officers may be subject to fines and/or criminal liabilities. After obtaining a specific license
from the Communications Authority, we will also be subject to any licensing conditions imposed by the Communications Authority and there is no
assurance that this will not require us to change our practices and/or require additional expenditures on resources to ensure compliance.
The overall legal framework of the European Union was modified by the new European Electronic Communications Code which took effect on
December 20, 2018 (see Section 1.7.1.1.2 Significant events in 2018). The revised code includes four main directives deriving from the 2002 Telecoms
Package on:
•

a common regulatory framework for electronic communications networks and services;

•

the authorization of electronic communications networks and services;

•

access to and interconnection of electronic communications networks and associated facilities;

•

universal service and users’ rights relating to electronic communications networks and services.

With respect to roaming, Regulation (EU) no. 2015/2120 of November 25, 2015 (also known as the Telecoms Single Market package—TSM),
which aims, in particular, to eliminate surcharges for international roaming within the European Union and Regulation (EU) no. 2017/920 of May 17,
2017, which lays down the rules for wholesale roaming markets:
•

impose, in the context of fair usage, the alignment of international roaming retail prices with national prices for intra-European
communications (voice, SMS and data) from June 15, 2017;

•

expands, for users using their cell phones outside the EU, pricing transparency requirements and bill shock prevention measures for
European operators;

•

grant a regulated right of access to European mobile data connectivity services for MVNOs and resellers, and sets new caps on wholesale
markets:

The EU regulations and proposals, by reducing the price for international roaming, increasing pricing transparency for users, and lowering entry
barriers for the provision of mobile data connectivity services, may reduce the demand for and growth potential of our international mobile data
connectivity services. A preparatory review, prior to the potential modification of the regulation of wholesale roaming prices is scheduled for 2019.
With respect to the regulation of communication services, most of the obligations intended to protect end-users are for Internet access service and
services using public numbering plan resources, independently of
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the service provider. Other services, such as interpersonal communication services independent of the numbering plan and signal transport services are
only subject to a limited number of obligations.
In the U.S., The Federal Communications Commission, or FCC, Federal Trade Commission, or FTC, and Consumer Financial Protection Bureau,
or CFPB, and other federal, state and local, as well as international, governmental authorities assert jurisdiction over the telecommunications industry.
The licensing, construction, operation, sale and interconnection arrangements of wireless telecommunications systems are regulated by the FCC and,
depending on the jurisdiction, international, state and local regulatory agencies. In particular, the FCC imposes significant regulation on licensees of
wireless spectrum with respect to how radio spectrum is used by licensees, the nature of the services that licensees may offer and how the services may
be offered, and resolution of issues of interference between spectrum bands. The FCC grants wireless licenses for terms of generally ten years that are
subject to renewal and revocation. Over the past few years, the FCC and other federal and state agencies have engaged in increased regulatory and
enforcement activity as well as investigations of the industry generally. Enforcement activities or investigations could make it more difficult and
expensive to provide services like international or local mobile data connectivity service.
The telecommunications law and other new telecommunications regulations or rules in the regions listed above or other regions where we
operated or plan to enter may contain provisions that could have a material adverse effect on our business, financial condition, results of operations and
prospects.
Additional costs or fees imposed by governmental regulation could adversely affect our revenues, future growth, and results of operations.
Furthermore, our business activities and results of operations may be materially adversely affected by legislative or regulatory changes, sometimes of an
extraterritorial nature, or by changes to government policy, and in particular by decisions taken by regulatory authorities.
Our intellectual property rights are valuable, and any inability to protect them could reduce the value of our products, services, and brand.
Our patents, trademarks, trade secrets, copyrights, and other intellectual property rights are important assets. However, our existing and future
intellectual property rights may not be sufficient to protect our products, technologies or designs and may not prevent others from developing competing
products, technologies or designs. We may not have sufficient intellectual property rights in all countries and regions to prevent unauthorized third
parties from misappropriating our proprietary technologies, and the scope of our intellectual property might be more limited in certain countries and
regions. Furthermore, there is always the possibility, despite our efforts, that the scope of the protection gained will be insufficient or that an issued
patent may be deemed invalid or unenforceable.
In addition, it is often difficult to register, maintain and enforce intellectual property rights in China. Chinese statutes and regulations are subject to
judicial interpretation and enforcement and may not be applied consistently due to the lack of clear guidance on statutory interpretation. Confidentiality,
intellectual property ownership and non-compete agreements may be breached by counterparties, and there may not be adequate remedies available to
us for any such breach. Accordingly, we may not be able to effectively protect or enforce our intellectual property rights in China.
Litigation may be necessary to enforce our intellectual property rights. For example, in August 2018, we filed a complaint against SIMO Holdings
Inc., or SIMO, and Skyroam Inc. in the United States District Court for the Northern District of California, claiming infringement of two of our U.S.
patents. The defendants filed answer and counterclaim alleging trade secret misappropriation, and our motion to dismiss the counterclaim is currently
pending in court. The lawsuit is currently in discovery stage. We filed another lawsuit against Shenzhen Skyroam Technology Co., Ltd. and Shenzhen
Manlian Electronics Co., Ltd. in the Intermediate People’s Court of Shenzhen, claiming patent infringement. The lawsuit is currently awaiting court
notice. See “Business—Legal Proceedings”
Initiating infringement proceedings against third parties can be expensive and time-consuming, and divert management’s attention from other
business concerns. In addition, we may not prevail in litigations to enforce our intellectual property rights against unauthorized use.
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We are, and may in the future be, subject to intellectual property claims, which are costly to defend, could result in significant damage awards,
disrupt our business operation, and could limit our ability to use certain technologies in the future.
As we adopt new technologies and roll out new products and services, we face the risk of being subject to intellectual property infringement
claims. Dealing with any intellectual property claims, with or without merit, could be time-consuming and expensive, and could divert our
management’s attention away from the execution of our business plan. Moreover, any settlement or adverse judgment resulting from such claims may
require us to pay substantial amounts of damages or obtain a license to continue to use the intellectual property that is the subject of the claims, for
which we will have to pay royalties, or otherwise restrict or prohibit our use of the technologies in certain jurisdictions. For example, in June 2018, two
of our wholly-owned subsidiaries were named as defendants in a complaint filed by SIMO in the United States District Court for the Southern District of
New York, alleging patent infringements. In April 2019, the court granted a summary judgment in favor of SIMO and another in favor of us. In May
2019, the jury delivered a verdict that the compensatory damages of SIMO for a four-month period from August 2018 to December 2018 were
approximately US$2.2 million and found that our infringement was willful, in connection with which the plaintiff sought enhanced damages of 50% of
the compensatory damages. Immediately after the jury verdict was delivered in May 2019, we adjusted our cloud SIM platform and implemented an
alternative method that we believe does not infringe the relevant patent. We believe that this adjustment will not disrupt or negatively affect our products
and services, user experience and business operations. The trial judge approved total compensatory and enhanced damages of US$2.8 million in June
2019. Although we will appeal the trial judge’s judgement vigorously, there can be no assurance that we will prevail in any appeal. If our appeal is not
successful, we will have to pay the damages awarded by the trial judge. We estimate that the maximum amount of loss in an unfavorable outcome will
be approximately US$8.5 million. We have incurred legal expenses relating to this litigation of approximately US$2.1 million in 2018 and
US$3.7 million in the first six months of 2019. In August 2018, Shenzhen Sibowei’ersi Technology Co., Ltd. and Shenzhen Skyroam Technology Co.,
Ltd. jointly filed a complaint against our company in Guangzhou Intellectual Property Court in PRC alleging patent infringements. In the lawsuit, the
plaintiffs alleged that we infringed one of their patent in the PRC, and require us to, among others, stop manufacturing and selling related terminals and
pay damages up to RMB10.5 million. The first hearing of the lawsuit was held on May 13, 2019. Up to date, the final verdict is yet to be delivered. If
the court judgement is against us in any extent, our business or operation may be adversely affected. To make us a strong case, we filed an invalidity
petition against their alleged patent in Patent Reexamination Board of National Intellectual Property Administration in PRC, on July 16, 2019, the Patent
Reexamination Board issued a reexamination decision which invalidates their alleged patent in its entirety. In addition, in June 2019, Shenzhen Skyroam
Technology Co., Ltd. filed two complaints in the Intermediate People’s Court of Shenzhen against us: one alleging trade secret misappropriation
claiming damage of approximately US$14 million and cessation of misappropriation, and the other one relating to patent ownership. We learned that in
July, Shenzhen Skyroam Technology Co., Ltd filed another complaint against us, but we have not received any court notice so far. If the court judgment
of any of the lawsuits is against us in any extent, we will need to pay significant amount of damages, we may lose our patent, and our business or
operation may be adversely affected. See “Business—Legal Proceedings.”
We have a limited operating history, which makes it difficult to evaluate our future prospects.
We commenced operation in 2014. As a result of our relatively limited operating history, our ability to forecast our future results of operations is
limited and subject to a number of uncertainties. We have experienced rapid growth in recent periods. There is no assurance that we will be able to
maintain our historical growth in future periods. Our growth may fluctuate for various reasons, many of which are beyond our control. In that case,
investors’ perceptions of our business and business prospects may be adversely affected and the market price of the ADSs could fluctuate accordingly.
You should consider our prospects in light of the risks and uncertainties that fast-growing companies with limited operating histories may encounter. We
may not be able to manage our expansion effectively. Continuous expansion may increase the complexity of our business and place a strain on our
management, operations, technical systems, financial resources and internal control functions. Our current and planned personnel, systems, resources
and controls may not be adequate to support and effectively manage our future operations.
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We have not recognized any share-based compensation expense relating to employee options to date but will recognize a substantial amount of
share-based compensation expense upon completion of this offering, which will have a material adverse impact on our results of operations.
In July 2019, our shareholders and board of directors adopted the Amended and Restated 2018 Stock Option Scheme, which we refer to as the
2018 Plan in this prospectus, to offer persons selected by our company an opportunity to acquire a proprietary interest in the success of our company, or
to increase such interest by acquiring shares. The maximum aggregate number of ordinary shares that may be issued under the 2018 Plan is 40,147,720
shares. As of the date of this prospectus, 17,401,720 share options were granted and outstanding. We are required to account for share options and
restricted share units granted to our employees and directors in accordance with Codification of Accounting Standards, or ASC 718, “Compensation—
Stock Compensation”. We are required to classify share options granted to our employees and directors as equity awards and recognize share-based
compensation expense based on the grant-date fair value of such share options, with the share-based compensation expense recognized over the period
in which the recipient is required to provide service in exchange for the equity award. Because the vesting of the share options granted by us is also
conditional upon completion of this offering, we have not recognized share-based compensation expense relating to these share options granted by us
yet.
As a result, upon the completion of this offering, we expect to begin to recognize a substantial amount of share-based compensation expense,
which will have a significant impact on our results of operations. As the vesting of the share options will begin six months after the completion of this
offering, this constitutes a performance condition that is not considered probable until the completion of this offering. Moreover, if additional share
options or other equity incentives are granted to our employees or directors in the future, we will incur additional share-based compensation expense and
our results of operations will be further adversely affected. For further information on our equity incentive plans and information on our recognition of
related expenses, please see “Management—Amended and Restated 2018 Stock Option Scheme.”
We face risks relating to our business partnerships and strategic alliances.
We have entered into and may in the future enter into cooperation and alliances with various third parties to further our business purpose from
time to time. Our data connectivity business and its further expansion depends on the distribution channels we work with. We operate portable Wi-Fi
services through multiple channels, including multiple Roamingman e-commerce platforms, online travel agencies such as Ctrip and Fliggy, airlines and
other travel related companies, sells portable Wi-Fi terminals on online e-commerce platforms such as Amazon and T-mall, as well as on in-flight
magazines with support from airlines, and work with local distribution partners to offer our data connectivity services in other countries. Our uCloudlink
2.0 model aims to provide mobile data connectivity services to local users across different MNOs in a single country, the success of which depends on
our GlocalMe Inside implementation for smartphones and other smart hardware devices. We have partnered with a leading smartphone company in
China to provide GlocalMe Inside implementation for certain models of its smartphones. Similarly, we have agreed with other smartphone brands
including Advan in Indonesia and Cherry Mobile in the Philippines, to launch GlocalMe Inside on some of their models. Some local regulator require
additional telecommunication licenses and permits, so we try to obtain requisite licenses and permits through both forming joint venture with local
business partners who possess such licenses and permits and application by ourselves. Any deterioration of our relationship or unsuccessful cooperation
with these partners or alliances could have a material adverse effect on our operating results.
These alliances could subject us to a number of other risks, including risks associated with sharing proprietary information, failing to obtain or
maintain the requisite certificates or licenses, non-performance by the third party and increased expenses in establishing new strategic alliances, any of
which may materially and adversely affect our business. We may have limited ability to monitor or control the actions of these third parties and, to the
extent any of these strategic third parties suffers negative publicity or harm to their reputation from events relating to their business, we may also suffer
negative publicity or harm to our reputation by virtue of our association with any such third party.
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If our efforts to attract and retain users do not achieve the expected results, our results of operations could be materially and adversely
affected.
Our success depends on introducing new products and services and upgrading existing ones to attract and retain users. In order to attract and retain
users and compete against our competitors, we must continue to invest significant resources in research and development to enhance our technologies,
improve our existing products and services, and introduce additional high-quality products and services, local data traffic service and GlocalMe Inside
service. Despite testing prior to the release and throughout the lifecycle, our products and services sometimes contain coding or manufacturing errors,
and result in other negative consequences. The detection and correction of any errors in released products and services can be time consuming and
costly, causing delay in the development or release of new products or services or new versions of products or services, and adverse impact on market
acceptance of our products or services. Furthermore, we may incur significant sales and marketing expenses in promoting our brand and new products
and services in order to attract and retain our users. If we are unable to anticipate user preferences or industry changes, or if we are unable to enhance the
quality of our products and services on a timely basis, we may suffer a decline in the size of our user base. Our results of operations may also suffer if
our innovations do not respond to the needs of our users, are not appropriately timed with market opportunities or are not effectively brought to market.
Interruption or failure of our own information technology systems or those provided by third-party service providers we rely upon could
impair our ability to provide products and services, which could damage our reputation and harm our results of operations.
Our ability to provide products and services depends on the continuing operation of our information technology systems or those provided by
third-party service providers, such as cloud service providers. Any damage to or failure of such systems could interrupt our services. Service
interruptions could reduce our revenue and profit and damage our brand if our systems are perceived to be unreliable. Our systems are vulnerable to
damage or interruption as a result of terrorist attacks, wars, earthquakes, floods, fires, power loss, telecommunications failures, undetected errors or
“bugs” in our software, malware, computer viruses, interruptions in access to our platform through the use of “denial of service” or similar attacks,
hacking or other attempts to harm our systems, and similar events. Some of our systems are not fully redundant, and our disaster recovery planning does
not account for all possible scenarios. If we cannot continue to retain third-party services on acceptable terms, our services may be interrupted. If we
experience frequent or persistent system failures on our platform, whether due to interruptions and failures of our own information technology and or
those provided by third-party service providers that we rely upon, our reputation and brand could be severely harmed.
We are in the process of developing and optimizing our billing system, which will place a key role in our existing and planned business initiatives.
Any error in the billing system could disrupt our operations and impact our ability to provide or bill for our services, retain customers, attract new
customers, or negatively impact overall customer experience. Any occurrence of the foregoing could cause material adverse effects on our operations
and financial condition, material weaknesses in our internal control over financial reporting, and reputational damage.
The current tensions in international economic relations may negatively affect the cost of our operations, the growth of our business, and the
size of our target market.
Recently there have been heightened tensions in international economic relations, such as the one between the U.S. and China. The U.S.
government has recently imposed, and has recently proposed to impose additional, new or higher tariffs on certain products imported from China to
penalize China for what it characterizes as unfair trade practices. China has responded by imposing, and proposing to impose additional, new or higher
tariffs on certain products imported from the U.S. On September 17, 2018, President Trump announced his decision to impose a 10% tariff on the third
list of US$200 billion in imports from China to the U.S. effective September 24, 2018. The 10% tariff was scheduled to increase to 25% on January 1,
2019. However, the U.S.
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government has agreed to postpone this increase until the beginning of March of 2019 to allow the U.S. and Chinese government’s time to negotiate an
agreement on tariffs. On May 8, 2019, the U.S. government announced to increase tariffs to 25%. These tariffs are in addition to two earlier rounds of
tariffs implemented against Chinese products on June 6, 2018 and August 16, 2018 that amount to tariffs on US$50 billion of Chinese products imported
into the U.S. On May 13, 2019, China responded by imposing tariffs on certain U.S. goods on a smaller scale, and proposed to impose additional tariffs
on U.S. goods.
Amid these tensions, the U.S. government has imposed and may impose additional measures on entities in China, including sanctions. In light of
the existing and future measures, we may be required to adjust or relocate certain parts of our operations, which can be costly and time consuming.
Similarly, our supply chain may be negatively affected too. In addition, given that certain measures are centered on the information and
communications, the global implementation of 5G mobile communication systems could be delayed, which may reduce the pace of growth in need for
mobile data connectivity services worldwide. Escalations of the tensions that affect trade relations may lead to slower growth in global travels and
global economy in general, and potentially negatively affect our business, financial condition and results of operations. We cannot provide any
assurances or forecasts as to how the current Sino-U.S. economic relations may evolve.
We face competition from other players in the international mobile data connectivity service industry and local mobile data connectivity
service industry and their adjacent industries, including MNOs, MVNOs, and other mobile data connectivity service providers.
The international mobile data connectivity service industry and local mobile data connectivity service industry are competitive, and competition
for users is increasing. While we create unique values to and collaborate with MNOs and MVNOs, who are important participants on our mobile data
traffic sharing marketplace, we also face competition from them. As a result, their interests may be different from, or adverse to, ours. These and other
competitors have developed or may develop technologies that compete directly with our solutions.
Some of the MNOs and MVNOs we compete with are substantially larger than we are and have substantially longer operating histories. We may
not be able to fund or invest in certain areas of our business to the same degree as these competitors. Many have substantially greater product
development and marketing budgets and other financial and personnel resources than we do. Some also have greater name and brand recognition and a
larger base of subscribers or users than we have. In addition, our competitors may provide services that we generally do not, such as cellular, local
exchange and long distance services, voicemail and digital subscriber lines. Users that desire these services may choose to also obtain mobile wireless
connectivity services from a competitor that provides these additional services rather than from us. Furthermore, our competitors, particularly the MNOs
and MVNOs can leverage a variety of competition strategies that may affect our business, such as raising claimed noncompliance to regulatory bodies,
initiating legal or administrative proceedings against us for contractual, competition, antitrust, or other causes of actions, or even lobbying for
legislations that may have a disproportionate impact on us.
In addition, as our business model matures and technology direction becomes proven, players along the value chain of our services may expand
into our territory, further intensifying the competition. Competition could increase our selling and marketing expenses and related user acquisition costs.
We may not have the financial resources, technical expertise or marketing and support capabilities to continue to compete successfully. A failure to
respond to established and new competitors may adversely impact our business and operating results.
We may also face pressure to reduce prices for our products and services. As competition in the international mobile data connectivity service
industry and local mobile data connectivity service industry has increased, MNOs have lowered prices or increased the data traffic available under plans
to attract or retain users, either through individual initiatives or joint actions among MNOs. To remain competitive, we may be compelled to reduce the
prices for our mobile data connectivity services, which may in turn adversely affect our profitability and results of operations.
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We may not be able to obtain licenses to use third-party intellectual property on commercially reasonable terms or at all.
Certain of products and services we offer incorporate third-party intellectual property, which requires licenses from those third parties. Based on
past experience and industry practice, we believe such licenses generally can be obtained on reasonable terms. However, there can be no assurance that
we would be able to obtain such licenses on commercially reasonable terms, if at all, that we would be able to develop alternative technology on a
timely basis, if at all, or that we would be able to obtain a license to use a suitable alternative technology to permit us to continue offering, and our users
to continue using, our affected products and services. Failure to obtain the right to use third-party intellectual property, or to use such intellectual
property on commercially reasonable terms, could preclude us from selling certain products or services, or otherwise have a material adverse impact on
our financial condition and operating results.
If our expansions into new businesses do not achieve the expected results, our future results of operations and growth prospects may be
materially and adversely affected.
As part of our growth strategy, we enter into new markets, such as mobile data connectivity services for local users, develop new businesses, such
as GlocalMe Inside, find new applications for our technologies, such as IoT, and explore new monetization opportunities. Expansions into new
businesses may present operating, marketing and compliance challenges that differ from those that we currently encounter. There can be long lead time
and various uncertainties associated with the development of new products and services. Our potential lack of familiarity with new products and services
and the lack of relevant marketing data relating to these products and services may make it more difficult for us to anticipate user demand and
preferences. We may misjudge market demand, and may not be able to effectively control our costs and expenses in rolling out these new products and
services. Furthermore, it may take a long time for users to recognize the value of the new products and services and we may need to price our new
products or services more aggressively to penetrate new markets and gain market share or remain competitive. One of the strategies we employ to
expand is to introduce new and innovative business models. In the markets in which we operate the new business models, the regulators may not be
familiar with the business model and new legislations that adapt to the new business model may be lacking, creating uncertainties in the outcome of the
regulators determinations or our compliance status. We have historically experienced investigations or inquiries from the regulators regarding our new
business models.
For example, we started to commercially offer products and services for uCloudlink 2.0 model in 2018, through which we aim to provide mobile
data connectivity services for local users across different MNOs, since local mobile data traffic represents a much bigger market than international data
roaming. We have partnered with a leading smartphone company in China to provide GlocalMe Inside implementation for certain models of its
smartphones. Similarly, we have agreed with other smartphone brands including Advan in Indonesia and Cherry Mobile in the Philippines, to launch
GlocalMe Inside on some of their models. We may not be able to effectively control our costs and expenses in these new business initiatives. We may
encounter regulatory issues, bad reception by the market, or difficulties in securing partnerships with smartphone companies. If our new business
initiatives do not achieve the level of success we expected, our operating results and growth prospect can be adversely affected.
We generate a majority of our revenues from provision of international mobile data connectivity services. If we fail to diversify our revenue
base or increase our market share in the future, our sales growth and operating results may be adversely affected.
In 2017, 2018 and the six months ended June 30, 2019, we derived a majority of our total revenues from our international mobile data
connectivity services. While we expect to continue to diversify our revenue base, there can be no assurance the new products and services we introduce
will be successful. Accordingly, our future success depends upon our ability to enhance and expand our international mobile data connectivity service
and maintain or further increase our market share in the international data roaming market, which involves substantial
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time, costs and risks. Our revenues from international mobile data connectivity services are expected to be affected by travel and consumer spending,
because users seek to access the mobile internet while they are on-the-go, and because spending on internet access is often a consumer discretionary
spending decision. Any severe or prolonged slowdown in the global and/ or Chinese economy or the recurrence of any financial disruptions could
reduce expenditures for travel, which in turn may adversely affect our operating results and financial condition. Furthermore, we already occupy
considerable market shares in some of our focused geographic markets, leaving less potential for rapid growth in those markets. If we do not achieve the
targeted results from enhancing and expanding our international mobile data connectivity service and maintaining or further increasing our market share,
for technological or other reasons, our sales growth and operating results may be adversely affected.
The international nature of our business exposes us to certain business risks that could limit the effectiveness of our growth strategy and cause
our results of operations to suffer.
Global expansion is an element of our growth strategy. Introducing and marketing our services internationally, developing direct and indirect
international sales and support channels and managing global operations require significant management attention and financial resources. We face a
number of risks associated with expanding our business internationally that could negatively impact our results of operations, including:
•

compliance with foreign laws, including more stringent laws in foreign jurisdictions relating to the privacy and protection of third-party
data;

•

regulatory requirements to provide communication services in foreign jurisdictions;

•

competition from companies with international operations, including large international competitors and entrenched local companies;

•

to the extent we choose to make acquisitions to enable our international expansion efforts, the identification of suitable acquisition targets
in the markets into which we want to expand;

•

difficulties in protecting intellectual property rights in international jurisdictions;

•

political and economic instability in some overseas markets;

•

difficulties in recruiting and managing employees in overseas operations with different cultural backgrounds;

•

currency fluctuations and exchange rates; and

•

potentially adverse tax consequences or an inability to realize tax benefits; and

We may not succeed in our efforts to expand our international presence as a result of the factors described above or other factors that may have an
adverse impact on our financial condition and results of operations.
We are subject to inventory risks.
For our hardware terminals, such as GlocalMe portable Wi-Fi terminals and GlocalMe World Phones, we must forecast inventory needs and place
orders with our contract manufacturers and component suppliers based on our estimates of future demand for particular products. We may be unable to
meet customer or distributor demand for our products or may be required to incur higher costs to secure the necessary production capacity and
components. We could also overestimate future demand for our products and risk carrying excess product and component inventory, in which case our
business and operating results could be adversely affected.
We are subject to risks related to data demand projection.
To ensure adequate supply of data traffic for our users, we must forecast the demand. While our uCloudlink cloud SIM platform and our SIM card
allocation algorithm significantly increase the efficiency and utilization
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rate of the SIM cards, our ability to accurately forecast demand for our services could be affected by many factors, including specific events at a
location, sales promotions by us or our distribution partners, and unanticipated changes in general market and economic conditions, among others. If we
fail to accurately forecast user demand, we may experience shortage of network coverage or data traffic, limiting or interrupting the service to our users,
and the users will lose confidence in our services. As market competition for products or services similar to ours intensifies, it could become more
difficult to forecast demand.
Developments in alternative connectivity services, improvements in the existing networks or services, or advances in existing or alternative
technologies may encroach our market share, or make our technologies obsolete, thereby materially and adversely affecting the demand for
our products and services.
Developments in alternative connectivity services, improvements in the existing networks or services, or advances in existing or alternative
technologies, such Low-Earth-Orbit satellite-based communication technologies, or successful combinations of those may encroach our market share
and materially and adversely affect our business and prospects in ways we do not currently anticipate. For example, improvements in the existing
networks or services of MNOs that result in more flexible offerings at lower prices of both international mobile data connectivity service and local
mobile data connectivity service could undermine the competitiveness of our products and services, resulting in decreased revenue and a loss of market
share to competitors or providers of alternative services.
Introduction of new business models may encroach our market share.
New business models can be introduced in the markets we operate in or their adjacent markets, which can be the result of technology
development, industry consolidation, or new players entering the market. For example, many venues offer free mobile Wi-Fi as an incentive or valueadded benefit to their users. Free Wi-Fi may reduce retail user demand for our services, and put downward pressure on the prices we charge our retail
users. In addition, telecommunications operators may offer free mobile Wi-Fi as part of a home broadband or other service contract, which also may
force down the prices we charge our retail users. In addition, some mobile apps work with MNOs to offer free data traffic that can be utilized only by
such apps, which may reduce the demand for our mobile data connectivity service. If these new business models are more attractive to users than the
business models we currently use, our users may switch to our competitors’ services, and we may lose market share.
We may acquire companies or make investments in, or enter into licensing arrangements with, other companies with technologies that are
complementary to our business and these acquisitions or arrangements could disrupt our business or cause us to require additional financing.
We may acquire companies, assets or the rights to technologies in the future in order to develop new services or enhance existing services, to
enhance our operating infrastructure, to fund expansion, to respond to competitive pressures or to acquire complementary businesses. For example, in
October 2018, we made an equity investment in a privately-held company, Maya System, Inc., which provides cloud SIM related services in Japan,
including sale of products and maintenance. Entering into these types of arrangements entails many risks, any of which could materially harm our
business, including:
•

diversion of management’s attention from other business concerns;

•

failure to effectively integrate the acquired technology or company into our business;

•

incurring of significant acquisition costs;

•

loss of key employees from either our current business or the acquired business; and

•

assumption of significant liabilities of the acquired company.
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Any of the foregoing or other factors could harm our ability to achieve anticipated levels of profitability from acquired businesses or to realize
other anticipated benefits of acquisitions. We may not be able to identify or consummate any future acquisitions on favorable terms, or at all. If we do
effect an acquisition, it is possible that the financial markets or investors will view the acquisition negatively. We may encounter difficulties in securing
necessary financing at terms that would be acceptable to us and may not be able to close on the proposed acquisition. Even if we successfully complete
an acquisition, it could adversely affect our business.
We are subject to risks and uncertainties faced by companies in rapidly evolving industries.
We operate in the rapidly evolving international mobile data connectivity service industry and local mobile data connectivity service industry,
which makes it difficult to predict our future results of operations. Accordingly, you should consider our future prospects in light of the risks and
uncertainties experienced by companies in evolving industries. Some of these risks and uncertainties relate to our ability to:
•

maintain our market share;

•

successfully expand into new businesses and explore additional monetization opportunities, such as mobile data connectivity services for
local users such as GlocalMe Inside;

•

offer attractive, useful and innovative products and services to attract and retain a larger user base;

•

upgrade our technology to support increased traffic and expanded product and service offerings;

•

further enhance our brand;

•

respond to competitive market conditions;

•

respond to evolving user preferences or industry changes;

•

respond to changes in the regulatory environment and manage legal risks, including those associated with intellectual property rights;

•

maintain effective control of our costs and expenses;

•

execute our strategic investments and acquisitions and post-acquisition integrations effectively; and

•

build profitable operations in new markets we have entered into.

If we are unsuccessful in addressing any of these risks and uncertainties, or if the international mobile data connectivity service industry or local
mobile data connectivity service industry do not grow as quickly as expected, our results of operation and financial condition may be materially and
adversely affected.
Actions of joint venture partners could negatively impact our performance.
We may enter into joint ventures in the future. Such joint venture investments may involve risks not otherwise present with a branch or subsidiary,
including, without limitation:
•

the risk that our joint venture partner might become bankrupt, insolvent or otherwise unable to meet its financial obligations under the
terms of the joint venture;

•

the risk that our joint venture partner may at any time have economic or business interests or goals which are, or which become,
inconsistent with our business interests or goals;

•

the risk that our joint venture partner may be in a position to take actions that are contrary to the agreed upon terms of the joint venture, our
instructions or our policies or objectives;

•

the risk that we may incur liabilities as a result of an action taken by our joint venture partner;

•

the risk that disputes between us and our joint venture partner may result in litigation or arbitration that would increase our expenses and
occupy the time and attention of our officers and directors;
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•

the risk that neither joint venture partner may have the ability to unilaterally control the joint venture with respect to certain major
decisions, and as a result an irreconcilable impasse may be reached with respect to certain decisions; and

•

the risk that we may not be able to sell our interest in a joint venture when we desire to exit the joint venture, or at an attractive price.

The occurrence of any of the foregoing risks with respect to a joint venture could have an adverse effect on the financial performance of such joint
venture, which could in turn have an adverse effect on our financial performance and the value of an investment in our company.
In connection with the audits of our consolidated financial statements included in this prospectus, we and our independent registered public
accounting firm identified two material weaknesses in our internal control over financial reporting. If we fail to develop and maintain an
effective system of internal control over financial reporting, we may be unable to accurately report our financial results or prevent fraud.
Prior to this offering, we have been a private company with limited accounting personnel and other resources with which we address our internal
control over financial reporting. In connection with the audits of our consolidated financial statements included in this prospectus, we and our
independent registered public accounting firm identified two material weaknesses in our internal control over financial reporting. As defined in the
standards established by the U.S. Public Company Accounting Oversight Board, a “material weakness” is a deficiency, or combination of deficiencies,
in internal control over financial reporting, such that there is a reasonable possibility that a material misstatement of the annual or interim financial
statements will not be prevented or detected on a timely basis.
The material weaknesses that have been identified relate to our (i) lack of sufficient resources regarding financial reporting and accounting
personnel in the application of U.S. GAAP and the reporting requirements set forth by the SEC and (ii) lack of comprehensive U.S. GAAP accounting
policies and financial reporting procedures. The material weaknesses, if not timely remedied, may lead to significant misstatements in our consolidated
financial statements in the future.
Neither we nor our independent registered public accounting firm undertook a comprehensive assessment of our internal control for purposes of
identifying and reporting material weaknesses and other control deficiencies in our internal control over financial reporting. Had we performed a formal
assessment of our internal control over financial reporting or had our independent registered public accounting firm performed an audit of our internal
control over financial reporting, additional deficiencies may have been identified.
Following the identification of the material weaknesses, we have taken measures and plan to continue to take measures to remedy the material
weaknesses. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Internal Control Over Financial
Reporting.” However, the implementation of these measures may not fully address the material weaknesses in our internal control over financial
reporting, and we cannot conclude that they have been fully remediated. Our failure to correct the material weaknesses or our failure to discover and
address any other control deficiencies could result in inaccuracies in our financial statements and impair our ability to comply with applicable financial
reporting requirements and related regulatory filings on a timely basis. Moreover, ineffective internal control over financial reporting could significantly
hinder our ability to prevent fraud.
Upon completion of this offering, we will become subject to the Sarbanes-Oxley Act of 2002. Section 404 of the Sarbanes-Oxley Act, or
Section 404, requires that we include a report from management on the effectiveness of our internal control over financial reporting in our annual report
beginning with our annual report for the fiscal year ending December 31, 2019. In addition, once we cease to be an “emerging growth company” as such
term is defined in the JOBS Act, our independent registered public accounting firm must attest
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to and report on the effectiveness of our internal control over financial reporting. Our management may conclude that our internal control over financial
reporting is not effective. Moreover, even if our management concludes that our internal control over financial reporting is effective, our independent
registered public accounting firm, after conducting its own independent testing, may issue a report that is qualified if it is not satisfied with our internal
controls or the level at which our controls are documented, designed, operated or reviewed, or if it interprets the relevant requirements differently from
us. In addition, after we become a public company, our reporting obligations may place a significant strain on our management, operational and financial
resources and systems for the foreseeable future. We may be unable to timely complete our evaluation testing and any required remediation.
During the course of documenting and testing our internal control procedures, in order to satisfy the requirements of Section 404, we may identify
other weaknesses and deficiencies in our internal control over financial reporting. In addition, if we fail to maintain the adequacy of our internal control
over financial reporting, as these standards are modified, supplemented or amended from time to time, we may not be able to conclude on an ongoing
basis that we have effective internal control over financial reporting in accordance with Section 404. If we fail to achieve and maintain an effective
internal control environment, we could suffer material misstatements in our consolidated financial statements and fail to meet our reporting obligations,
which would likely cause investors to lose confidence in our reported financial information. This could in turn limit our access to capital markets, harm
our results of operations, and lead to a decline in the trading price of our ADSs. Additionally, ineffective internal control over financial reporting could
expose us to increased risk of fraud or misuse of corporate assets and subject us to potential delisting from the stock exchange on which we list,
regulatory investigations and civil or criminal sanctions. We may also be required to restate our consolidated financial statements for prior periods.
We are subject to taxation-related risks in multiple jurisdictions.
The tax laws applicable to our business activities are subject to change and uncertain interpretation. Our tax position could be adversely impacted
by changes in tax rates, tax laws, tax practice, tax treaties or tax regulations or changes in the interpretation thereof by the tax authorities in jurisdictions
in which we do business.
Moreover, we conduct operations through our subsidiaries in various tax jurisdictions pursuant to transfer pricing arrangements between us and
our subsidiaries. While we believe that we operate in compliance with applicable transfer pricing laws and intend to continue to do so, our transfer
pricing procedures are not binding on applicable tax authorities. If tax authorities in any jurisdiction in which we operate were to successfully challenge
our transfer prices as not reflecting arms’ length transactions, they could require us to adjust our transfer prices and thereby reallocate our income to
reflect these revised transfer prices, which could result in a higher tax liability to us. Furthermore, a tax authority could assert that we are subject to tax
in a jurisdiction where we believe we have not established a taxable connection, and such an assertion, if successful, could increase our expected tax
liability in one or more jurisdictions. Such circumstances could adversely affect our financial condition, results of operations and cash flows.
We are subject to complex and evolving laws and regulations regarding privacy and data protection.
Many jurisdictions, including the United States, the European Union and China, continue to consider the need for greater regulation or reform to
the existing regulatory framework for privacy and data protection. In the United States, all 50 states have now passed laws to regulate the actions that a
business must take in the event of a data breach, such as prompt disclosure and notification to affected users and regulatory authorities. In addition to the
data breach notification laws, some states have also enacted statutes and rules requiring businesses to reasonably protect certain types of personal
information they hold or to otherwise comply with certain specified data security requirements for personal information. Additionally, the U.S. federal
and state governments will likely continue to consider the need for greater regulation aimed at restricting certain uses of personal data for targeted
advertising. In the European Union, or EU, the General Data Protection Regulation, or GDPR, which
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came into effect on May 25, 2018, increased our burden of regulatory compliance and requires us to change certain of our privacy and data security
practices in order to achieve compliance. The GDPR implements more stringent operational requirements for processors and controllers of personal
data, including, for example, requiring expanded disclosures about how personal information is to be used, limitations on retention of information,
mandatory data breach notification requirements, and higher standards for data controllers to demonstrate that they have obtained either valid consent or
have another legal basis in place to justify their data processing activities. The GDPR further provides that EU member states may make their own
additional laws and regulations in relation to certain data processing activities, which could further limit our ability to use and share personal data and
could require localized changes to our operating model. Under the GDPR, fines of up to €20 million or up to 4% of the total worldwide annual turnover
of the preceding financial year, whichever is higher, may be assessed for non-compliance, which significantly increases our potential financial exposure
for non-compliance. Since the GDPR only came into effect recently, the potential risks associated with non-compliance therewith are uniquely difficult
to predict.
In June 2017, the PRC Cyber Security Law promulgated by the Standing Committee of the National People’s Congress, or the SCNPC, took
effect, which is formulated to maintain the network security, safeguard the cyberspace sovereignty, national security, and public interests, protect the
lawful rights and interests of citizens, legal persons, and other organizations, and requires that a network operator take technical measures, and other
necessary measures to safeguard the safe and stable operation of the networks, effectively respond to the network security incidents, prevent illegal and
criminal activities, and maintain the integrity, confidentiality, and availability of network data. The PRC Cyber Security Law reaffirms the basic
principles and requirements set forth in other existing laws and regulations on personal information protections and strengthens the obligations and
requirements of internet service providers, which include but are not limited to: (i) keeping all user information collected strictly confidential and setting
up a comprehensive user information protection system; (ii) abiding by the principles of legality, rationality and necessity in the collection and use of
user information and disclosure of the rules, purposes, methods and scopes of collection and use of user information; and (iii) protecting users’ personal
information from being leaked, tampered with, destroyed, or provided to third parties. Any violation of the provisions and requirements under the PRC
Cyber Security Law and other related regulations and rules may result in administrative liabilities such as warnings, fines, confiscation of illegal gains,
revocation of licenses, suspension of business, and shutting down of websites, or, in severe cases, criminal liabilities. In addition, National Internet
Information Office published Measures for the Security Assessment of Personal Information and Important Data to be Transmitted Abroad, or the Draft
Security Assessment Notice to seek for public comments on April 11, 2017. The Draft Security Assessment Notice emphasizes the security evaluation
requirements, any company found to be non-compliant with the obligations under the Draft Security Assessment Notice may potentially be subject to
fines, administrative and/or criminal liabilities. It is still uncertain when the Draft Security Assessment Notice would be signed into law and whether the
final version would have any substantial changes from this draft. Although we do not transfer any users’ personal information outside the PRC currently,
we may transfer such information outside the PRC in the future subject to the requests or orders of governmental authorizations outside the PRC. We
may not be able to fulfill the obligations then we are subjected to, among other, the security assessment at acceptable cost, or at all.
In addition to the above, many jurisdictions including, for example, Indonesia, have adopted or are adopting new data privacy and data protection
laws that may impose further onerous compliance requirements, such as data localization, which prohibits companies from storing data relating to
resident individuals in data centers outside the jurisdiction. The proliferation of such laws within jurisdictions and countries in which we operate may
result in conflicting and contradictory requirements.
In order for us to maintain or become compliant with applicable laws as they come into effect, it may require substantial expenditures on resources
to continually evaluate our policies and processes and adapt to new requirements that are or become applicable to us. Complying with any additional or
new regulatory requirements on a jurisdiction-by-jurisdiction basis would impose significant burdens and costs on our operations or may require us to
alter our business practices. While we strive to protect our users’ privacy and data security and to
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comply with material data protection laws and regulations applicable to us, it is possible that our practices are, and will continue to be, inconsistent with
certain regulatory requirements. Our international business expansion could be adversely affected if these laws and regulations are interpreted or
implemented in a manner that is inconsistent with our current business practices or that requires changes to these practices. If these laws and regulations
materially limit our ability to collect and use user data, our ability to continue our current operations without modification, develop new services or
features of the products and expand our user base will be impaired. Any failure or perceived failure by us to comply with applicable data privacy laws
and regulations, including in relation to the collection of necessary end-user consents and providing end-users with sufficient information with respect to
our use of their personal data, may result in fines and penalties imposed by regulators, governmental enforcement actions (including enforcement orders
requiring us to cease collecting or processing data in a certain way), litigation and/or adverse publicity. Proceedings against us—regulatory, civil or
otherwise—could force us to spend money and devote resources in the defense or settlement of, and remediation related to, such proceedings.
We would be harmed by data loss or other security breaches.
Our business involves the receipt, storage, and transmission of our users’ confidential information, including sensitive personal information,
confidential information about our employees and suppliers, and other sensitive information about our company. Unauthorized access to confidential
information may be difficult to anticipate, detect, or prevent, particularly given that the methods of unauthorized access constantly change and evolve.
We are subject to the threat of unauthorized access or disclosure of confidential information by state-sponsored parties, malicious actors, third parties or
employees, errors or breaches by third-party suppliers, or other security incidents that could compromise the confidentiality and integrity of confidential
information. Cyber-attacks, such as denial of service and other malicious attacks, could disrupt our internal systems and applications, impair our ability
to provide services to our users, and have other adverse effects on our business and that of others who depend on our services. Mobile networks are
considered a critical infrastructure provider and therefore may be more likely to be the target of such attacks. Such attacks against companies may be
perpetrated by a variety of groups or persons, including those in jurisdictions where law enforcement measures to address such attacks are ineffective or
unavailable, and such attacks may even be perpetrated by or at the behest of foreign governments.
Our procedures and safeguards to prevent unauthorized access to sensitive data and to defend against attacks seeking to disrupt our services must
be continually evaluated and revised to address the ever-evolving threat landscape. We cannot make assurances that all preventive actions taken will
adequately repel a significant attack or prevent information security breaches or the misuses of data, unauthorized access by third parties or employees,
or exploits against third-party supplier environments. If we or our third-party suppliers are subject to such attacks or security breaches, we may incur
significant costs or other material financial impact, which may not be covered by, or may exceed the coverage limits of, our cyber insurance, be subject
to regulatory investigations, sanctions and private litigation, experience disruptions to our operations or suffer damage to our reputation. Any future
cyber-attacks, data breaches, or security incidents may have a material adverse effect on our business, financial condition, and operating results.
Our products and services may experience quality problems from time to time, which could result in decreased sales, adversely affect our
results of operations and harm our reputation.
Our products and services could contain design and manufacturing defects in their materials, hardware, and firmware. Defects may also occur in
components and materials that we purchase from third-party suppliers, such as batteries. These defects could include defective materials or components,
or “bugs,” that can unexpectedly interfere with the products’ intended operations. Although we extensively test new and enhanced products and services
before their release, there can be no assurance we will be able to detect, prevent, or fix all defects. Failure to do so could result in loss of revenue,
significant warranty and other expenses and harm to our reputation.
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Any unauthorized control or manipulation of our products or systems could result in a material adverse effect on our business.
We have designed, implemented and tested security measures intended to prevent unauthorized access to our information technology networks,
our products and systems. However, hackers or even our own employees may attempt to gain unauthorized access to modify, alter and use such
networks, products and systems to gain control of, or to change, our products’ functionality, user interface and performance characteristics, exploit our
services for free and possibly for illegal use. Any unauthorized access to or control of our products or systems could result in legal claims, proceedings
or investigations that cause interruptions of our operations, and damage to our reputation. In addition, we can be held liable for the illegal activities
conducted through such unauthorized control or manipulation of our products and systems.
Our use of open source software could negatively affect our ability to offer our products and services and subject us to possible litigation.
A portion of the technologies we use incorporates open source software, and we may incorporate open source software in the future. Such open
source software is generally licensed by its authors or other third parties under open source licenses. These licenses may subject us to certain
unfavorable conditions, including requirements that we offer our products and services that incorporate the open source software for no cost, that we
make publicly available source code for modifications or derivative works we create based upon, incorporating, or using the open source software, or
that we license such modifications or derivative works under the terms of the particular open source license.
Additionally, if a third-party software provider has incorporated open source software into software that we license from such provider, we could
be required to disclose or provide at no cost any of our source code that incorporates or is a modification of such licensed software. If an author or any
third party that distributes open source software that we use or license were to allege that we had not complied with the conditions of the applicable
license, we may need to incur significant legal expenses defending against such allegations and could be subject to significant damages and enjoined
from the sale of our products and services that contained the open source software. Any of the foregoing could disrupt the distribution and sale of our
products and services and harm our business.
If we are unable to take advantage of technological developments on a timely basis, we may experience a decline in demand for our products
and services or face challenges in implementing or evolving our business strategy.
Our future success depends on our ability to respond to rapidly changing technologies, adapt our products and services to evolving industry
standards and improve the performance and reliability of our products and services. Significant technological changes continue to impact the
international mobile data connectivity service industry and local mobile data connectivity service industry. In general, these technological changes may
enable a certain companies to offer services competitive with ours. In order to grow and remain competitive with new and evolving technologies, we
will need to adapt to future changes in technology. Adopting new and sophisticated technologies may result in implementation issues such as system
instabilities, unexpected or increased costs, technological constraints, regulatory permitting issues, user dissatisfaction, and other issues that could cause
delays in launching new technological capabilities, which in turn could result in significant costs or reduce the anticipated benefits of the upgrades. In
general, the development of new services in the international mobile data connectivity service industry and local mobile data connectivity service
industry will require us to anticipate and respond to the continuously changing demands of our users, which we may not be able to do accurately or
timely. If we fail to keep up with rapid technological changes to remain competitive, or consequently fail to retain users with products and services of
exceptional quality, our future success may be materially and adversely affected.
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Our success depends substantially on the continuing efforts of our senior executives and other key personnel, and our business may be
severely disrupted if we lose their services.
Our success depends heavily upon the continuing services of our management team. If one or more of our executives or other key personnel are
unable or unwilling to continue in their present positions for various reasons such as legal actions and negative publicity, and we are not able to find
their successors in a timely manner, our business may be disrupted and our financial condition and results of operations may be adversely affected.
Competition for management and key personnel is intense, the pool of qualified candidates is limited, and we may not be able to retain the services of
our executives or key personnel, or attract and retain experienced executives or key personnel in the future.
If any of our executives or other key personnel joins a competitor or forms a competing company, we may not be able to successfully retain users,
distributors, know-how and key personnel. Each of our executive officers and key employees has entered into an employment agreement with us,
containing confidentiality and non-competition provisions. If any disputes arise between any of our executives or key personnel and us, we cannot
assure you of the extent to which any of these agreements may be enforced.
We rely on highly skilled personnel. If we are unable to retain or motivate them or hire additional qualified personnel, we may not be able to
grow effectively.
Our performance and future success depend on the talents and efforts of highly skilled individuals. We will need to continue to identify, hire,
develop, motivate and retain highly skilled personnel for all areas of our organization and business operations. Our continued ability to compete
effectively depends on our ability to attract new employees and to retain and motivate our existing employees. As we expand internationally, we also
face the difficulties in recruiting and managing overseas employees, such as cultural differences, language barriers, and different regulatory requirement.
As competition in the international mobile data connectivity service industry and local mobile data connectivity service industry intensifies, it may be
more difficult for us to hire, motivate and retain highly skilled personnel. If we do not succeed in attracting additional highly skilled personnel or
retaining or motivating our existing personnel, we may be unable to grow effectively.
If our employees commit fraud or other misconduct, including noncompliance with regulatory standards, our business may experience serious
adverse consequences.
We are exposed to the risk of employee fraud or other misconduct. Certain laws and regulations may restrict or prohibit a wide range of pricing,
discounting, marketing and promotion, sales commission, user incentive programs and other business arrangements. Employee misconduct could also
involve the improper use of information obtained in the provision of services, which could result in regulatory sanctions and serious harm to our
reputation. It is not always possible to identify and deter employee misconduct, and the precautions we take to detect and prevent this activity may not
be effective in controlling unknown or unmanaged risks or losses or in protecting us from governmental investigations or other actions or lawsuits
stemming from a failure to be in compliance with such laws or regulations. If any such actions are instituted against us, and we are not successful in
defending ourselves or asserting our rights, those actions could have a significant impact on our business, including the imposition of significant fines or
other sanctions.
We are subject to anti-corruption, anti-bribery, anti-money laundering, financial and economic sanctions and similar laws, and
noncompliance with such laws can subject us to administrative, civil and criminal fines and penalties, collateral consequences, remedial
measures and legal expenses, all of which could adversely affect our business, results of operations, financial condition and reputation.
We are subject to anti-corruption, anti-bribery, anti-money laundering, financial and economic sanctions and similar laws and regulations in
various jurisdictions in which we conduct activities, including the U.S. Foreign Corrupt Practices Act, or FCPA, the U.K. Bribery Act 2010, and other
anti-corruption laws and
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regulations. Non-compliance with anti-corruption, anti-bribery, anti-money laundering or financial and economic sanctions laws could subject us to
whistleblower complaints, adverse media coverage, investigations, and severe administrative, civil and criminal sanctions, collateral consequences,
remedial measures and legal expenses, all of which could materially and adversely affect our business, results of operations, financial condition and
reputation. In addition, changes in economic sanctions laws in the future could adversely impact our business and investments in our ADSs.
We cooperate with our contract manufacturers to manufacture our products. If we encounter issues with them, our business and results of
operations could be materially and adversely affected.
We cooperate with certain contract manufacturers to produce our products. We may experience operational difficulties with our contract
manufacturers, including reductions in the availability of production capacity, failure to comply with product specifications, insufficient quality control,
failure to meet production deadlines, increases in manufacturing costs and longer lead time. Our contract manufacturers may experience disruptions in
their manufacturing operations due to equipment breakdowns, labor strikes or shortages, natural disasters, component or material shortages, cost
increases, violation of environmental, health or safety laws and regulations, or other problems. We may be unable to pass on the cost increases to our
users. We may have disputes with our contract manufacturers, which may result in litigation expenses, divert our management’s attention and cause
supply shortages to us. If our contract manufacturers were unable to perform their obligations or were to end their relationship with us, it may take up a
significant amount of time to identify and onboard a new manufacturer that has the capability and resources to build our products to our specifications in
sufficient volume, and our business and results of operations could be materially and adversely affected.
While we have regular access to each manufacturing facility of our contract manufacturers, and have quality control teams to continually monitor
the manufacturing processes at our contract manufacturers’ facilities, any failure of such manufacturers to perform may have a material negative impact
on our cost or supply of finished goods.
Furthermore, although our agreements with our contract manufacturers contain confidentiality obligations, and we have adopted security protocols
to ensure knowhow and technologies for manufacturing our products could not be easily leaked or plagiarized, we cannot guarantee the effectiveness of
these efforts, and any leakage or plagiary of our knowhow and technologies could be detrimental to our business prospects and results of operations.
We are dependent on our suppliers to provide certain components of our products, and inability of these suppliers to continue to deliver, or
their refusal to deliver, necessary components of our products at prices and volumes acceptable to us would have a material adverse impact on
our business, prospects and operating results.
While we obtain components from multiple sources whenever possible, certain components used in our products are purchased by us from limited
sources. We believe that we may be able to establish alternate supply relationships and can obtain or engineer replacement components for our limited
source components, but we may be unable to do so in the short term or at all at prices or costs that are favorable to us. In particular, we rely on a major
chip manufacturer based in the United States and our largest supplier of chips, for chips installed on our products. If we were to experience any material
disruption to our sourcing of chips, we may not be able to switch to an alternative supplier of chips within a short period time or at all. Furthermore,
because our GlocalMe Inside service requires smartphone chips that support cloud SIM technology, the successful development and adoption of
GlocalMe Inside service and our cooperation with smartphone companies in that regard depend on supply of smartphone chips featuring that function.
If, for some reason, chip manufacturers remove or deny our access to that function from the chips they supply to the smart phone companies, the
development of GlocalMe Inside business will be hindered.
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We rely on distributors in marketing and selling our products and services, and failure to retain key distributors or attract additional
distributors could materially and adversely affect our business.
We rely on third-party distributors in marketing and selling our products and services. If our distributors are not effective in selling and marketing
our products and services, do not provide quality services to our users or otherwise breach their contracts with our users, or engage in inappropriate
marketing conducts such as so-called “brushing” usually seen on e-commerce platforms, we may experience slower growth in a particular market, lose
users and our results of operations may be materially and adversely affected. Since most of our distributors are not bound by long-term contracts, we
cannot assure you that we will continue to maintain favorable relationships with them. If we fail to retain our key distributors or attract additional
distributors on terms that are commercially reasonable, our business and results of operations could be materially and adversely affected.
We are subject to payment-related risks.
We enable our users to make payments by working with various third-party payment processing service providers. As we rely on third parties to
provide payment processing services, including processing payments made with credit cards and payment apps, it could disrupt our business if these
companies become unwilling or unable to provide these services to us. We may be subject to late payment, breach, human error, fraud and other illegal
activities in connection with third-party online payment services. If our data security systems are breached or compromised, we may lose our ability to
accept payments through credit and payment app from our users, and we may be subject to claims for damages from our users and third parties, all of
which could adversely affect our reputation and results of operations.
We use third parties to perform shipping functions on our behalf. A failure or disruption at our logistics providers would harm our business.
Currently, we use third-party logistics providers to perform shipment for us, including exports. If our logistics providers fail to deliver our
products as required, we may face reputational damage or legal liabilities for breaching a contract. Although the shipping services required by us may be
available from a number of providers, it is time-consuming and costly to qualify and implement these relationships. If one or more of our logistics
providers suffer an interruption in their businesses, or experience delays, disruptions or quality control problems in their operations, or we choose to
change or add additional logistics providers, our ability to ship products would be delayed and our business, results of operations and financial condition
would be adversely affected.
Our results of operations are likely to fluctuate because of seasonality in the travel industry.
Our business can experience fluctuations, reflecting seasonal variations in demand for travel services. For example, summers generally see more
global travels and generate more revenues for our data connectivity services. Consequently, our results of operations may fluctuate with the season. As
we continue to expand internationally, we could reduce the degree to which we are subject to seasonality in specific markets.
We face risks related to natural disasters, terrorist acts or acts of war, health epidemics or other public safety concerns or hostile events, which
could significantly disrupt our operations.
Our business could be materially and adversely affected by natural disasters, terrorist acts or acts of war, health epidemics or other public safety
concerns or hostile events. Natural disasters may give rise to server interruptions, breakdowns, system failures or technology platform failures or
internet failures, which would adversely affect our ability to operate our platform and provide our services. In addition, our results of operations could
be adversely affected to the extent that any such event affects the economic condition in general and the travel industry in particular.
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We may need additional capital, and financing may not be available on terms acceptable to us, or at all.
We believe that our current cash and cash equivalents and anticipated cash flow from operations will be sufficient to meet our anticipated cash
needs for the next 12 months. We may, however, require additional cash resources due to changed business conditions or other future developments,
including any changes in our pricing policy, marketing initiatives or investments we may decide to pursue. If these resources are insufficient to satisfy
our cash requirements, we may seek to obtain a credit facility or sell additional equity or debt securities. The sale of additional equity securities could
result in dilution of our existing shareholders. The incurrence of indebtedness would result in increased debt service obligations and could result in
operating and financing covenants that would restrict our operations. It is uncertain whether financing will be available in amounts or on terms
acceptable to us, if at all.
We have incurred losses in the past.
We have incurred loss from operations of US$16.1 million, US$23.2 million and US$0.6 million, and net losses of US$19.3 million,
US$26.6 million and US$0.7 million in 2017, 2018 and first six months of 2019, respectively. Our net cash used in operating activities was
US$7.2 million, US$19.5 million in 2017 and 2018, respectively. These losses reflect the substantial investments we made to grow our business. We
cannot assure you that we will be able to generate net profits in the foreseeable future.
We expect to continue to invest in the development and expansion of our business in areas including:
•

research and development;

•

sales and marketing;

•

expansion of our operations and infrastructure; and

•

incurring costs associated with general administration, including legal, accounting and other expenses related to being a public company
upon completion of this offering.

As a result of these increased expenses, we will have to generate and sustain increased revenue to be profitable in future periods. Further, in future
periods, we may not be able to generate sufficient revenue growth to offset higher costs and achieve or sustain profitability. If we fail to achieve, sustain
or increase profitability, our business and operating results could be adversely affected.
Any inability to renew our leases on favorable terms could negatively impact our financial results.
We lease office space, warehouses, server rooms, data centers and counters. Generally, our leases provide us with the opportunity to renew the
leases at our option for periods typically ranging from 1 to 3 years. For the leases that do not contain renewal options, or for which the option to renew
has been exhausted or passed, we cannot guarantee the landlord will renew the lease, or will do so at a rate that will allow us to maintain profitability on
that particular space. While we proactively monitor these leases and conduct ongoing negotiations with landlord, our ability to renegotiate renewals is
inherently limited by the original contract language, including option renewal clauses. If we are unable to renew, we may incur substantial costs to move
our infrastructure and to restore the property to its required condition. There is no guarantee that we will be able to find appropriate and sufficient space.
The occurrence of any of these events could adversely impact our business, financial condition, results of operations and cash flows.
We have limited insurance coverage, which could expose us to significant costs and business disruption.
Insurance companies in China currently offer limited business insurance products. While we maintain product liability insurance coverage, we do
not have any business liability or disruption insurance coverage for our operations. Any business disruption may result in our incurring substantial costs
and the diversion of our resources.
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Our business depends on our brands including GlocalMe and Roamingman, and if we are not able to maintain and enhance our brands, our
business and results of operations may be harmed.
We believe that our brands including GlocalMe and Roamingman have contributed to the success of our business. We also believe that
maintaining and enhancing the brands is critical as we try to retain and expand our user base for our international mobile data connectivity service and
venture into new business opportunities such as GlocalMe Inside. If we fail to maintain and further promote our brands, or if we incur excessive
expenses in this effort, our business and results of operations may be materially and adversely affected. In addition, any negative publicity about our
company, our products and services, our employees, our business practices, or our partners, regardless of its veracity, could harm our brand image and in
turn adversely affect our business and results of operations.
We are involved in legal proceedings in the ordinary course of our business from time to time. If the outcomes of these proceedings are
adverse to us, it could have a material adverse effect on our business, results of operations and financial condition.
We are involved in various legal proceedings in the ordinary course of business from time to time, involving competitors, business partners,
customers, and employees, among others. In our opinion, based on the facts known at this time, the ultimate resolution of these ordinary course legal
proceedings will not have a material adverse effect on our financial position or results of operations as a whole. However, no assurances can be given as
to the outcome of any pending legal proceedings, which could have a material adverse effect on our business, results of operations and financial
condition.
Risks Related to Our Corporate Structure
If the PRC government finds that the agreements that establish the structure for operating certain of our operations in China do not comply
with PRC regulations relating to the relevant industries, or if these regulations or the interpretation of existing regulations change in the
future, we could be subject to severe penalties or be forced to relinquish our interests in those operations.
Foreign ownership of telecommunication businesses is subject to restrictions under current PRC laws and regulations. For example, foreign
investors are generally not allowed to own more than 50% of the equity interests in a commercial internet content provider or other value-added
telecommunication service provider (other than operating e-commerce) and the major foreign investor in a value-added telecommunication service
provider in China must have experience in providing value-added telecommunications services overseas and maintain a good track record in accordance
with the Guidance Catalog of Industries for Foreign Investment promulgated in 2007, as amended, the Special Management Measures (Negative List)
for the Access of Foreign Investment (2019 Edition), and other applicable laws and regulations.
Accordingly, none of our subsidiaries is eligible to provide commercial internet content or other value-added telecommunication service, which
foreign-owned companies are or restricted from conducting in China. To comply with PRC laws and regulations, we conduct such business activities
through our VIEs in China. Beijing uCloudlink has entered into contractual arrangements with our VIEs and their respective shareholders, and such
contractual arrangements enable us to exercise effective control over, receive substantially all of the economic benefits of, and have an exclusive option
to purchase all or part of the equity interest and assets in our VIEs when and to the extent permitted by PRC law. Because of these contractual
arrangements, we are the primary beneficiary of our VIEs in China and hence consolidate their financial results with ours as our variable interest entities
under U.S. GAAP. If the PRC government finds that our contractual arrangements do not comply with its restrictions on foreign investment in valueadded telecommunication or other foreign-restricted services, or if the PRC government otherwise finds that we, our VIEs, or any of their subsidiaries
are in violation of PRC laws or regulations or lack the necessary permits or licenses to operate our business, the relevant PRC regulatory authorities,
including the Ministry of Industry and Information Technology, the State Administration for Market
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Regulation, and Ministry of Commerce, would have broad discretion in dealing with such violations or failures, including, without limitation:
•

revoking the business licenses and/or operating licenses of such entities;

•

discontinuing or placing restrictions or onerous conditions on our operation through any transactions between our PRC subsidiaries and
VIEs;

•

imposing fines, confiscating the income from our PRC subsidiaries or our VIEs, or imposing other requirements with which we or our
VIEs may not be able to comply;

•

requiring us to restructure our ownership structure or operations, including terminating the contractual arrangements with our VIEs and
deregistering the equity pledges of our VIEs, which in turn would affect our ability to consolidate, derive economic interests from, or exert
effective control over our VIEs; or

•

restricting or prohibiting our use of the proceeds of our initial public offering to finance our business and operations in China.

Furthermore, it is uncertain whether any new PRC laws, rules or regulations relating to contractual arrangements will be adopted or if adopted,
what they would provide. In particular, a new draft of Foreign Investment Law was submitted to the National People’s Congress for review and was
approved on March 15, 2019, which will come into effect from January 1, 2020. The approved Foreign Investment Law does not touch upon the
relevant concepts and regulatory regimes that were historically suggested for the regulation of VIE structures, and thus this regulatory topic remains
unclear under the Foreign Investment Law. Since the Foreign Investment Law is new, there are substantial uncertainties exist with respect to its
implementation and interpretation and it is also possible that variable interest entities will be deemed as foreign invested enterprises and be subject to
restrictions in the future. Such restrictions may cause interruptions to our operations, products and services and may incur additional compliance cost,
which may in turn materially and adversely affect our business, financial condition and results of operations.
Any of these events could cause significant disruption to our business operations and severely damage our reputation, which would in turn
materially and adversely affect our business, financial condition and results of operations. If occurrences of any of these events results in our inability to
direct the activities of our VIEs in China that most significantly impact their economic performance, and/or our failure to receive the economic benefits
from our VIEs, we may not be able to consolidate the financial results of our VIEs with ours in accordance with U.S. GAAP.
We rely on contractual arrangements with our VIEs and their shareholders for our business operations, which may not be as effective as direct
ownership in providing operational control.
We have relied and expect to continue to rely on contractual arrangements with VIEs and their shareholders to operate part of our business in
China. For a description of these contractual arrangements, see “Corporate History and Structure.” These contractual arrangements may not be as
effective as direct ownership in providing us with control over our VIEs. For example, our VIEs and their shareholders could breach their contractual
arrangements with us by, among other things, failing to conduct its operations in an acceptable manner or taking other actions that are detrimental to our
interests.
If we had direct ownership of our VIEs in China, we would be able to exercise our rights as a shareholder to effect changes in the board of
directors of our VIEs, which in turn could implement changes, subject to any applicable fiduciary obligations, at the management and operational level.
However, under the current contractual arrangements, we rely on the performance by our VIEs and their shareholders of their obligations under the
contracts to exercise control over our VIEs. The shareholders of our VIEs may not act in the best interests of our company or may not perform their
obligations under these contracts. Such risks exist throughout
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the period in which we intend to operate certain portion of our business through the contractual arrangements with our VIEs. If any dispute relating to
these contracts remains unresolved, we will have to enforce our rights under these contracts through the operations of PRC law and arbitration, litigation
and other legal proceedings and therefore will be subject to uncertainties in the PRC legal system. Therefore, our contractual arrangements with our
VIEs may not be as effective in ensuring our control over the relevant portion of our business operations as direct ownership would be.
Any failure by our VIEs or their shareholders to perform their obligations under our contractual arrangements with them would have a
material adverse effect on our business.
If our VIEs or their shareholders fail to perform their respective obligations under the contractual arrangements, we may have to incur substantial
costs and expend additional resources to enforce such arrangements. We may also have to rely on legal remedies under PRC law, including seeking
specific performance or injunctive relief, and claiming damages, which we cannot assure you will be effective under PRC law. For example, if the
shareholders of our VIEs were to refuse to transfer their equity interests in our VIEs to us or our designee if we exercise the purchase option pursuant to
these contractual arrangements, or if they were otherwise to act in bad faith toward us, then we may have to take legal actions to compel them to
perform their contractual obligations.
All the agreements under our contractual arrangements are governed by PRC law and provide for the resolution of disputes through arbitration in
China. Accordingly, these contracts would be interpreted in accordance with PRC law and any disputes would be resolved in accordance with PRC legal
procedures. The legal system in the PRC is not as developed as in some other jurisdictions, such as the United States. As a result, uncertainties in the
PRC legal system could limit our ability to enforce these contractual arrangements. Meanwhile, there are very few precedents and little formal guidance
as to how contractual arrangements in the context of a consolidated affiliated entity should be interpreted or enforced under PRC law. There remain
significant uncertainties regarding the ultimate outcome of such arbitration should legal action become necessary. In addition, under PRC law, rulings by
arbitrators are final, parties cannot appeal the arbitration results in courts, and if the losing parties fail to carry out the arbitration awards within a
prescribed time limit, the prevailing parties may only enforce the arbitration awards in PRC courts through arbitration award recognition proceedings,
which would require additional expenses and delay. In the event we are unable to enforce these contractual arrangements, or if we suffer significant
delay or other obstacles in the process of enforcing these contractual arrangements, we may not be able to exert effective control over our VIEs, and our
ability to conduct our business may be negatively affected. See “Risks Related to Doing Business in China—Uncertainties with respect to the PRC legal
system could adversely affect us.”
The shareholders of our VIEs may have potential conflicts of interest with us, which may materially and adversely affect our business and
financial condition.
The shareholders of our VIEs may have potential conflicts of interest with us, and we cannot assure you that their interests will be aligned with
ours. Chaohui Chen, Zhiping Peng and four other beneficial owners of our company, hold 50.17%, 49.67% and 0.16% of the equity interests in Beijing
Technology, respectively. Mr. Chaohui Chen is our founder, director and the chief executive officer. Mr. Zhiping Peng is our founder and the chairman
of our board of directors. Two other shareholders of Beijing Technology, Wen Gao and Zhongqi Kuang, also serve as our executive officers. The
shareholders of our VIEs may breach, or cause our VIEs to breach, or refuse to renew, the existing contractual arrangements we have with them and our
VIEs, which would have a material adverse effect on our ability to effectively control our VIEs and receive economic benefits from it. For example, the
shareholders may be able to cause our agreements with our VIEs to be performed in a manner adverse to us by, among other things, failing to remit
payments due under the contractual arrangements to us on a timely basis. We cannot assure you that when conflicts of interest arise, any or all of these
shareholders will act in the best interests of our company or such conflicts will be resolved in our favor. Currently, we do not have any arrangements to
address potential conflicts of interest between these shareholders and our company,
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except that we could exercise our purchase option under the exclusive option agreements with these shareholders to request them to transfer all of their
equity interests in the VIEs to a PRC entity or individual designated by us, to the extent permitted by PRC law. For individuals who are also our
directors and officers, we rely on them to abide by the laws of the Cayman Islands, which provide that directors and officers owe a fiduciary duty to the
company that requires them to act in good faith and in what they believe to be the best interests of the company and not to use their position for personal
gains. The shareholders of our VIEs have appointed Beijing uCloudlink as their attorney-in-fact to exercise their rights, including power, with respect to
our VIEs. If we cannot resolve any conflict of interest or dispute between us and these shareholders, we would have to rely on legal proceedings, which
could result in disruption of our business and subject us to substantial uncertainty as to the outcome of any such legal proceedings.
Contractual arrangements in relation to our VIEs may be subject to scrutiny by the PRC tax authorities and they may determine that we or
our VIEs owe additional taxes, which could negatively affect our financial condition and the value of your investment.
Under applicable PRC laws and regulations, arrangements and transactions among related parties may be subject to audit or challenge by the PRC
tax authorities within ten years after the taxable year when the transactions are conducted. We could face material adverse tax consequences if the PRC
tax authorities determine that the VIE contractual arrangements were not entered into on an arm’s length basis in such a way as to result in an
impermissible reduction in taxes under applicable PRC laws, rules and regulations, and adjust income of our VIEs in the form of a transfer pricing
adjustment. A transfer pricing adjustment could, among other things, result in a reduction of expense deductions recorded by our VIEs for PRC tax
purposes, which could in turn increase its tax liabilities without reducing Beijing uCloudlink’s tax expenses. In addition, the PRC tax authorities may
impose late payment fees and other penalties on our VIEs for the adjusted but unpaid taxes according to the applicable regulations. Our financial
position could be materially and adversely affected if our variable interest entities’ tax liabilities increase or if they are required to pay late payment fees
and other penalties.
We may lose the ability to use and enjoy assets held by our VIEs that are material to the operation of certain portion of our business if the
entity goes bankrupt or becomes subject to a dissolution or liquidation proceeding.
As part of our contractual arrangements with our VIEs, the entities hold certain assets that are material to the operation of certain portion of our
business, including permits, domain names and most of our IP rights. If our VIEs go bankrupt and all or part of its assets become subject to liens or
rights of third-party creditors, we may be unable to continue some or all of our business activities, which could materially and adversely affect our
business, financial condition and results of operations. Under the contractual arrangements, our VIEs may not, in any manner, sell, transfer, mortgage or
dispose of their assets or legal or beneficial interests in the business without our prior consent. If our VIEs undergo a voluntary or involuntary
liquidation proceeding, the independent third party creditors may claim rights to some or all of these assets, thereby hindering our ability to operate our
business, which could materially and adversely affect our business, financial condition and results of operations.
Uncertainties exist with respect to the interpretation and implementation of the newly enacted PRC Foreign Investment Law and how it may
impact the viability of our current corporate structure, corporate governance and business operations.
On March 15, 2019, the National People’s Congress approved the Foreign Investment Law, which will come into effect on January 1, 2020 and
replace the trio of existing laws regulating foreign investment in China, namely, the Sino-foreign Equity Joint Venture Enterprise Law, the Sino-foreign
Cooperative Joint Venture Enterprise Law and the Wholly Foreign-invested Enterprise Law, together with their implementation rules and ancillary
regulations. The Foreign Investment Law embodies an expected PRC regulatory trend to rationalize its
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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. However, since it is relatively new, uncertainties still exist in relation to its interpretation and implementation.
For instance, under the Foreign Investment Law, “foreign investment” refers to the investment activities directly or indirectly conducted by foreign
individuals, enterprises or other entities in China. Though it does not explicitly classify contractual arrangements as a form of foreign investment, there
is no assurance that foreign investment via contractual arrangement would not be interpreted as a type of indirect foreign investment activities under the
definition in the future. In addition, the definition contains a catch-all provision which includes investments made by foreign investors through means
stipulated in laws or administrative regulations or other methods prescribed by the State Council. Therefore, it still leaves leeway for future laws,
administrative regulations or provisions promulgated by the Stale Council to provide for contractual arrangements as a form of foreign investment. In
any of these cases, it will be uncertain whether our contractual arrangements will be deemed to be in violation of the market access requirements for
foreign investment under the PRC laws and regulations. Furthermore, if future laws, administrative regulations or provisions prescribed by the State
Council mandate further actions to be taken by companies with respect to existing contractual arrangements, we may face substantial uncertainties as to
whether we can complete such actions in a timely manner, or at all. Failure to take timely and appropriate measures to cope with any of these or similar
regulatory compliance challenges could materially and adversely affect our current corporate structure, corporate governance and business operations.
Risks Related to Doing Business in China
Changes in China’s economic, political or social conditions or government policies could have a material adverse effect on our business and
operations.
Certain portion of our operations are located in China. Accordingly, our business, financial condition, results of operations and prospects may be
influenced to a significant degree by political, economic, social conditions and government policies in China generally. The Chinese economy differs
from the economies of most developed countries in many respects, including the level of government involvement, level of development, growth rate,
control of foreign exchange and allocation of resources. Although the PRC government has implemented measures emphasizing the utilization of market
forces for economic reform, the reduction of state ownership of productive assets, and the establishment of improved corporate governance in business
enterprises, a substantial portion of productive assets in China is still owned by the government. In addition, the PRC government continues to play a
significant role in regulating industry development by imposing industrial policies. The PRC government also exercises significant control over China’s
economic growth through allocating resources, controlling payment of foreign currency-denominated obligations, setting monetary policy, and
providing preferential treatment to particular industries or companies.
While the Chinese economy has experienced significant growth over the past decades, growth has been uneven, both geographically and among
various sectors of the economy, and the rate of growth has been slowing since 2012. Any adverse changes in economic conditions in China, in the
policies of the PRC government or in the laws and regulations in China could have a material adverse effect on the overall economic growth of China.
Such developments could adversely affect our business and operating results, lead to reduction in demand for our services and adversely affect our
competitive position. The PRC government has implemented various measures to encourage economic growth and guide the allocation of resources.
Some of these measures may benefit the overall Chinese economy, but may have a negative effect on us. For example, our financial condition and
results of operations may be adversely affected by government control over capital investments or changes in tax regulations. In addition, in the past the
PRC government has implemented certain measures, including interest rate adjustment, to control the pace of economic growth. These measures may
cause decreased economic activity in China, which may adversely affect our business and operating results.
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Uncertainties with respect to the PRC legal system could adversely affect us.
The PRC legal system is a civil law system based on written statutes. Unlike the common law system, prior court decisions under the civil law
system may be cited for reference but have limited precedential value. Since these laws and regulations are relatively new and the PRC legal system
continues to rapidly evolve, the interpretations of many laws, regulations and rules are not always uniform and the enforcement of these laws,
regulations and rules involves uncertainties.
In 1979, the PRC government began to promulgate a comprehensive system of laws and regulations governing economic matters in general. The
overall effect of legislation over the past three decades has significantly enhanced the protections afforded to various forms of foreign investments in
China. However, China has not developed a fully integrated legal system, and recently enacted laws and regulations may not sufficiently cover all
aspects of economic activities in China. In particular, the interpretation and enforcement of these laws and regulations involve uncertainties. Since PRC
administrative and court authorities have significant discretion in interpreting and implementing statutory provisions and contractual terms, it may be
difficult to evaluate the outcome of administrative and court proceedings and the level of legal protection we enjoy. These uncertainties may affect our
judgment on the relevance of legal requirements and our ability to enforce our contractual rights or tort claims. In addition, the regulatory uncertainties
may be exploited through unmerited or frivolous legal actions or threats in attempts to extract payments or benefits from us.
Furthermore, the PRC legal system is based in part on government policies and internal rules, some of which are not published on a timely basis
or at all and may have retroactive effect. As a result, we may not be aware of our violation of any of these policies and rules until sometime after the
violation. In addition, any administrative and court proceedings in China may be protracted, resulting in substantial costs and diversion of resources and
management attention.
We may rely on dividends and other distributions on equity paid by our PRC subsidiaries to fund any cash and financing requirements we may
have, and any limitation on the ability of our PRC subsidiaries to make payments to us and any tax we are required to pay could have a
material adverse effect on our ability to conduct our business.
We are a Cayman Islands holding company and we may rely on dividends and other distributions on equity from our PRC subsidiaries for our
cash requirements, including the funds necessary to pay dividends and other cash distributions to our shareholders and for services of any debt we may
incur. Our subsidiaries’ ability to distribute dividends is based upon their distributable earnings. Current PRC regulations permit our PRC subsidiaries to
pay dividends to their respective shareholders only out of their accumulated profits, if any, determined in accordance with PRC accounting standards and
regulations. In addition, each of our PRC subsidiaries and our VIEs is required to set aside at least 10% of its after-tax profits each year, if any, to fund a
statutory reserve until such reserve reaches 50% of its registered capital. Each of such entities in China is also required to further set aside a portion of
its after-tax profits to fund the employee welfare fund, although the amount to be set aside, if any, is determined at the discretion of its board of
directors. These reserves are not distributable as cash dividends. If our PRC subsidiaries incur debt on their own behalf in the future, the instruments
governing the debt may restrict their ability to pay dividends or make other payments to us. Any limitation on the ability of our PRC subsidiaries to
distribute dividends or other payments to their respective shareholders could materially and adversely limit our ability to grow, make investments or
acquisitions that could be beneficial to our businesses, pay dividends or otherwise fund and conduct our business.
In response to the persistent capital outflow and RMB’s depreciation against U.S. dollar in the fourth quarter of 2016, the People’s Bank of China
and the State Administration of Foreign Exchange, or SAFE, have implemented a series of capital control measures over recent months, including
stricter vetting procedures for China-based companies to remit foreign currency for overseas acquisitions, dividend payments and shareholder loan
repayments. For instance, the People’s Bank of China issued the Circular on Further Clarification of
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Relevant Matters Relating to Offshore RMB Loans Provided by Domestic Enterprises, or the PBOC Circular 306, on November 22, 2016, which
provides that offshore RMB loans provided by a domestic enterprise to offshore enterprises that it holds equity interests in shall not exceed 30% of the
domestic enterprise’s ownership interest in the offshore enterprise. The PBOC Circular 306 may constrain our PRC subsidiaries’ ability to provide
offshore loans to us. The PRC government may continue to strengthen its capital controls and our PRC subsidiaries’ dividends and other distributions
may be subjected to tighter scrutiny in the future. Any limitation on the ability of our PRC subsidiaries to pay dividends or make other distributions to us
could materially and adversely limit our ability to grow, make investments or acquisitions that could be beneficial to our business, pay dividends, or
otherwise fund and conduct our business.
Under the EIT Law and related regulations, dividends, interests, rent or royalties payable by a foreign invested enterprise, such as our PRC
subsidiaries, to any of its foreign non-resident enterprise investors, and proceeds from any such foreign enterprise investor’s disposition of assets (after
deducting the net value of such assets) are subject to a 10% withholding tax, unless the foreign enterprise investor’s jurisdiction of incorporation has a
tax treaty with China that provides for a reduced rate of withholding tax. Undistributed profits earned by foreign-invested enterprises prior to January 1,
2008 are exempted from any withholding tax. The Cayman Islands, where UCLOUDLINK GROUP INC., is incorporated, does not have such a tax
treaty with China. Hong Kong has a tax arrangement with China that provides for a 5% withholding tax on dividends subject to certain conditions and
requirements, such as the requirement that the Hong Kong resident enterprise own at least 25% of the PRC enterprise distributing the dividend at all
times within the 12-month period immediately preceding the distribution of dividends and be a “beneficial owner” of the dividends. For example,
UCLOUDLINK (HK) LIMITED, which directly owns our PRC subsidiaries, is incorporated in Hong Kong. However, if UCLOUDLINK (HK)
LIMITED is not considered to be the beneficial owner of dividends paid to it by our PRC subsidiaries under the tax circulars promulgated in February
and October 2009, such dividends would be subject to withholding tax at a rate of 10%. If our PRC subsidiaries declare and distribute profits to us, such
payments will be subject to withholding tax, which will increase our tax liability and reduce the amount of cash available to our company.
PRC regulation of loans to and direct investment in PRC entities by offshore holding companies and governmental control of currency
conversion may delay or prevent us from using the proceeds of any financing outside China to make loans to or make additional capital
contributions to our PRC subsidiaries and VIEs, which could materially and adversely affect our liquidity and our ability to fund and expand
our business.
Any funds we transfer to our PRC subsidiaries, either as a shareholder loan or as an increase in registered capital, are subject to approval by or
registration or filing with relevant governmental authorities in China. According to the relevant PRC regulations on foreign-invested enterprises, or
FIEs, in China, capital contributions to our PRC subsidiaries are subject to filing with the Ministry of Commerce in its foreign investment
comprehensive management information system and registration with other governmental authorities in China. In addition, (i) any foreign loan procured
by our PRC subsidiaries and VIEs is required to be registered with SAFE or its local branches or filed with SAFE in its information system, and (ii) each
of our PRC subsidiaries and VIEs may not procure loans which exceed the difference between its registered capital and its total investment amount as
recorded in the foreign investment comprehensive management information system or, as an alternative, only procure loans subject to the Risk-Weighted
Approach and the Net Asset Limits. See “Regulation—Regulations Related to Foreign Exchange.” Any medium or long term loan to be provided by us
to our VIEs must also be approved by the National Development and Reform Commission, or the NDRC. We may not obtain these government
approvals or complete such registrations on a timely basis, if at all, with respect to future capital contributions or foreign loans by us to our PRC
subsidiaries and VIEs. If we fail to receive such approvals or complete such registration or filing, our ability to use the proceeds of any financing outside
China to capitalize our PRC operations may be negatively affected, which could adversely affect our liquidity and our ability to fund and expand our
business. There is, in effect, no statutory limit on the amount of capital contribution that we can make to our PRC subsidiaries. This is because there is
no statutory limit on the amount
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of registered capital for our PRC subsidiaries, and we are allowed to make capital contributions to our PRC subsidiaries by subscribing for their initial
registered capital and increased registered capital, provided that the PRC subsidiaries completes the relevant filing and registration procedures. With
respect to loans to the PRC subsidiaries by us, (i) if the relevant PRC subsidiaries adopt the traditional foreign exchange administration mechanism, or
the Current Foreign Debt mechanism, the outstanding amount of the loans shall not exceed the difference between the total investment and the registered
capital of the PRC subsidiaries and there is, in effect, no statutory limit on the amount of loans that we can make to our PRC subsidiaries under this
circumstance because we can increase the registered capital of our PRC subsidiaries by making capital contributions to them, subject to the completion
of the required registrations, and the difference between the total investment and the registered capital will increase accordingly; and (ii) if the relevant
PRC subsidiaries adopt the foreign exchange administration mechanism as provided in the PBOC Notice No. 9, or the Notice No. 9 Foreign Debt
mechanism, the risk-weighted outstanding amount of the loans, which shall be calculated based on the formula provided in the PBOC Notice No. 9,
shall not exceed 200% of the net assets of the relevant PRC subsidiary. According to the PBOC Notice No. 9, after a transition period of one year since
the promulgation of the PBOC Notice No. 9, the PBOC and SAFE will determine the cross-border financing administration mechanism for the foreigninvested enterprises after evaluating the overall implementation of the PBOC Notice No. 9. As of the date hereof, neither PBOC nor SAFE has
promulgated and made public any further rules, regulations, notices or circulars in this regard. It is uncertain which mechanism will be adopted by
PBOC and SAFE in the future and what statutory limits will be imposed on us when providing loans to our PRC subsidiaries. Currently, our PRC
subsidiaries have the flexibility to choose between the Current Foreign Debt mechanism and the Notice No. 9 Foreign Debt mechanism. However, if the
Notice No. 9 Foreign Debt Mechanism, or a more stringent foreign debt mechanism becomes mandatory and our PRC subsidiaries are no longer able to
choose the Current Foreign Debt mechanism, our ability to provide loans to our PRC subsidiaries or our VIEs may be significantly limited, which may
adversely affect our business, financial condition and results of operations.
In 2008, SAFE promulgated the Circular on the Relevant Operating Issues Concerning the Improvement of the Administration of the Payment and
Settlement of Foreign Currency Capital of Foreign-Invested Enterprises, or SAFE Circular 142. SAFE Circular 142 regulates the conversion by FIEs of
foreign currency into Renminbi by restricting the usage of converted Renminbi. SAFE Circular 142 provides that any Renminbi capital converted from
registered capitals in foreign currency of FIEs may only be used for purposes within the business scopes approved by PRC governmental authority and
such Renminbi capital may not be used for equity investments within China unless otherwise permitted by the PRC law. In addition, SAFE strengthened
its oversight of the flow and use of the Renminbi capital converted from registered capital in foreign currency of FIEs. The use of such Renminbi capital
may not be changed without SAFE approval, and such Renminbi capital may not in any case be used to repay Renminbi loans if the proceeds of such
loans have not been utilized. On April 8, 2015, SAFE promulgated the Circular on Reforming the Management Approach Regarding the Foreign
Exchange Capital Settlement of Foreign-Invested Enterprises, or SAFE Circular 19. SAFE Circular 19 took effect as of June 1, 2015 and superseded
SAFE Circular 142 on the same date. SAFE further promulgated Circular 16, effective on June 9, 2016, which, among other things, amend certain
provisions of SAFE Circular 19. SAFE Circulars 19 and 16 launched a nationwide reform of the administration of the settlement of the foreign exchange
capitals of FIEs and allows FIEs to settle their foreign exchange capital at their discretion, but continues to prohibit FIEs from using the Renminbi fund
converted from their foreign exchange capitals for expenditure beyond their business scopes, and also prohibit FIEs from using such Renminbi fund to
provide loans to persons other than affiliates unless otherwise permitted under its business scope. As a result, we are required to apply Renminbi funds
converted from the net proceeds we received from any financing outside China within the business scopes of our PRC subsidiaries. SAFE Circular 19
and 16 may significantly limit our ability to transfer to and use in China the net proceeds from any such financing outside China, which may adversely
affect our business, financial condition and results of operations.
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Fluctuations in exchange rates could have a material adverse impact on our results of operations and the value of your investment.
The value of the Renminbi against the U.S. dollar and other currencies may fluctuate and is affected by, among other things, changes in political
and economic conditions in China and by China’s foreign exchange policies. On July 21, 2005, the PRC government changed its decade-old policy of
pegging the value of the Renminbi to the U.S. dollar, and the Renminbi appreciated more than 20% against the U.S. dollar over the following three
years. Between July 2008 and June 2010, this appreciation halted and the exchange rate between the Renminbi and the U.S. dollar remained within a
narrow band. Since June 2010, the PRC government has allowed the Renminbi to appreciate slowly against the U.S. dollar again, and it has appreciated
more than 10% since June 2010. On August 11, 2015, the People’s Bank of China announced plans to improve the central parity rate of the Renminbi
against the U.S. dollar by authorizing market-makers to provide parity to the China Foreign Exchange Trading Center operated by the People’s Bank of
China with reference to the interbank foreign exchange market closing rate of the previous day, the supply and demand for foreign currencies as well as
changes in exchange rates of major international currencies. Effective from October 1, 2016, the International Monetary Fund added Renminbi to its
Special Drawing Rights currency basket. Such change and additional future changes may increase volatility in the trading value of the Renminbi against
foreign currencies. The PRC government may adopt further reforms of its exchange rate system, including making the Renminbi freely convertible in
the future. Accordingly, it is difficult to predict how market forces or PRC or U.S. government policy may impact the exchange rate between the
Renminbi and the U.S. dollar in the future.
Significant fluctuation of the Renminbi may have a material adverse effect on your investment. For example, to the extent that we need to convert
U.S. dollars into Renminbi for our operations, appreciation of the Renminbi against the U.S. dollar would have an adverse effect on the Renminbi
amount we would receive from the conversion. Conversely, if we decide to convert our Renminbi into U.S. dollars for the purpose of making payments
for dividends on our ordinary shares or ADSs or for other business purposes, appreciation of the U.S. dollar against the Renminbi would have a negative
effect on the U.S. dollar amount available to us.
Very limited hedging options are available in China to reduce our exposure to exchange rate fluctuations. To date, we have not entered into any
material hedging transactions in an effort to reduce our exposure to foreign currency exchange risk. While we may decide to enter into hedging
transactions in the future, the availability and effectiveness of these hedges may be limited and we may not be able to adequately hedge our exposure or
at all. In addition, our currency exchange losses may be magnified by PRC exchange control regulations that restrict our ability to convert Renminbi into
foreign currency.
Our use of some leased properties could be challenged by third parties or governmental authorities, which may cause interruptions to our
business operations.
As of the date of this prospectus, some of the lessors of our properties leased by us in China have not provided us with their property ownership
certificates or any other documentation proving their right to lease those properties to us. If our lessors are not the owners of the properties and they
have not obtained consents from the owners or their lessors or permits from the relevant governmental authorities, our leases could be invalidated. If this
occurs, we may have to renegotiate the leases with the owners or other parties who have the right to lease the properties, and the terms of the new leases
may be less favorable to us. Although we may seek damages from such lessors, such leases may be void and we may be forced to relocate. We can
provide no assurance that we will be able to find suitable replacement sites on terms acceptable to us on a timely basis, or at all, or that we will not be
subject to material liability resulting from third parties’ challenges on our use of such properties. As a result, our business, financial condition and results
of operations may be materially and adversely affected.
In addition, some of our leasehold interests in leased properties have not been registered with the relevant PRC governmental authorities as
required by relevant PRC laws. Though the failure to register leasehold
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interests may not void the respective lease agreement, it may expose us to potential warnings and penalties up to RMB 10,000 per unregistered leased
property.
Governmental control of currency conversion may limit our ability to utilize our revenues effectively and affect the value of your investment.
The PRC government imposes controls on the convertibility of the Renminbi into foreign currencies and, in certain cases, the remittance of
currency out of China. We receive a significant portion of our revenues in Renminbi. Under our current corporate structure, our Cayman Islands holding
company may rely on dividend payments from our PRC subsidiary to fund any cash and financing requirements we may have. Under existing PRC
foreign exchange regulations, payments of current account items, including profit distributions, interest payments and trade and service-related foreign
exchange transactions, can be made in foreign currencies without prior approval of SAFE, by complying with certain procedural requirements.
Specifically, under the existing exchange restrictions, without prior approval of SAFE, cash generated from the operations of our PRC subsidiary in
China may be used to pay dividends to our company. However, approval from or registration with appropriate government authorities is required where
Renminbi is to be converted into foreign currency and remitted out of China to pay capital expenses such as the repayment of loans denominated in
foreign currencies. As a result, we need to obtain SAFE approval to use cash generated from the operations of our PRC subsidiary and consolidated
affiliated entity to pay off their respective debt in a currency other than Renminbi owed to entities outside China, or to make other capital expenditure
payments outside China in a currency other than Renminbi.
In light of the recent flood of capital outflows of China due to the weakening RMB, the PRC government has imposed more restrictive foreign
exchange policies and stepped up scrutiny of major outbound capital movement including overseas direct investment. More restrictions and substantial
vetting process are put in place by SAFE to regulate cross-border transactions falling under the capital account. If any of our shareholders regulated by
such policies fails to satisfy the applicable overseas direct investment filing or approval requirement timely or at all, it may be subject to penalties from
the relevant PRC authorities. The PRC government may at its discretion further restrict access in the future to foreign currencies for current account
transactions. If the foreign exchange control system prevents us from obtaining sufficient foreign currencies to satisfy our foreign currency demands, we
may not be able to pay dividends in foreign currencies to our shareholders, including holders of our ADSs.
The approval of the China Securities Regulatory Commission, or the CSRC, may be required in connection with this offering under a PRC
regulation.
On August 8, 2006, six PRC regulatory agencies, including the China Securities Regulatory Commission, or the CSRC, promulgated the M&A
Rules, which became effective on September 8, 2006 and was amended on June 22, 2009. This regulation, among other things, requires offshore special
purpose vehicles, or SPVs, formed for the purpose of an overseas listing and controlled by PRC companies or individuals, to obtain the CSRC approval
prior to listing their securities on an overseas stock exchange. The interpretation and application of the regulations remain unclear, and this offering may
ultimately require approval from the CSRC. If CSRC approval is required, it is uncertain whether it would be possible for us to obtain the approval, and
any failure to obtain or delay in obtaining CSRC approval for this offering would subject us to sanctions imposed by the CSRC and other PRC
regulatory agencies. Our PRC legal counsel, Han Kun Law Offices, has advised us that, based on their understanding of the current PRC laws, the
CSRC approval is not required under the M&A Rules in the context of this offering because (i) the CSRC currently has not issued any definitive rule or
interpretation concerning whether offerings like ours under this prospectus are subject to this regulation; (ii) our wholly owned PRC subsidiaries were
established by foreign direct investment, rather than through a merger or acquisition of a domestic company as defined under the M&A Rules; and
(iii) no explicit provision in the M&A Rules classifies the contractual arrangements between us and the VIE as a type of acquisition transaction falling
under the M&A Rules.
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However, we have been advised by our PRC legal counsel that there are uncertainties regarding the interpretation and application of the PRC law,
and there can be no assurance that the PRC government will ultimately take a view that is not contrary to the above opinion of our PRC legal counsel. If
it is determined that the CSRC approval is required for this offering, we may face sanctions by the CSRC or other PRC regulatory agencies for failure to
seek the CSRC approval for this offering. These sanctions may include fines and penalties on our operations in the PRC although, to our knowledge, no
definitive rules or interpretations have been issued to determine or quantify such fines or penalties, delays or restrictions on the repatriation of the
proceeds from this offering into the PRC, restrictions on or prohibition of the payments or remittance of dividends by our PRC subsidiaries, or other
actions that may have a material adverse effect on our business and the trading price of the ADSs. The CSRC or other PRC regulatory agencies may also
take actions requiring us, or making it advisable to us, to halt this offering before the settlement and delivery of the ADSs that we are offering.
Consequently, if you engage in market trading or other activities in anticipation of and prior to the settlement and delivery of the ADSs we are offering,
you would be doing so at the risk that the settlement and delivery may not occur. In addition, if the CSRC or other regulatory agencies later promulgate
new rules or explanations requiring that we obtain their approvals for this offering, we may be unable to obtain a waiver of such approval requirements,
if and when procedures are established to obtain such a waiver.
The M&A Rules and certain other PRC regulations establish complex procedures for some acquisitions of Chinese companies by foreign
investors, which could make it more difficult for us to pursue growth through acquisitions in China.
The M&A Rules and some other regulations and rules concerning mergers and acquisitions established additional procedures and requirements
that could make merger and acquisition activities by foreign investors more time consuming and complex, including requirements in some instances that
the Ministry of Commerce be notified in advance of any change-of-control transaction in which a foreign investor takes control of a PRC domestic
enterprise. Moreover, the Anti-Monopoly Law requires that the anti-monopoly law enforcement authority shall be notified in advance of any
concentration of undertaking if certain thresholds are triggered. In addition, the security review rules issued by the State Council that became effective in
March 2011 specify that mergers and acquisitions by foreign investors that raise “national defense and security” concerns and mergers and acquisitions
through which foreign investors may acquire de facto control over domestic enterprises that raise “national security” concerns are subject to strict
review by the Ministry of Commerce, and the rules prohibit any activities attempting to bypass a security review, including by structuring the transaction
through a proxy or contractual control arrangement. In the future, we may grow our business by acquiring complementary businesses. Complying with
the requirements of the above-mentioned regulations and other relevant rules to complete such transactions could be time consuming, and any required
approval processes, including obtaining approval from the Ministry of Commerce or its local counterparts may delay or inhibit our ability to complete
such transactions, which could affect our ability to expand our business or maintain our market share.
PRC regulations relating to offshore investment activities by PRC residents and enterprises may increase our administrative burden and
restrict our overseas and cross-border investment activities. If our PRC resident and enterprise shareholders fail to make any applications and
filings required under these regulations, we may be unable to distribute profits to such shareholders and may become subject to liability under
PRC law.
SAFE promulgated the Circular on Relevant Issues Relating to Domestic Resident’s Investment and Financing and Roundtrip Investment through
Special Purpose Vehicles, or SAFE Circular 37, in July 2014 that requires PRC residents or entities to register with SAFE or its local branch in
connection with their establishment or control of an offshore entity established for the purpose of overseas investment or financing with such PRC
residents or entities’ legally owned assets or equity interests in domestic enterprises or offshore assets or interests. In addition, such PRC residents or
entities must update their SAFE registrations when the offshore special purpose vehicle undergoes material events relating to any change of basic
information (including change of such PRC citizens or residents, name and operation term), increases or decreases in investment amount, transfers or
exchanges of shares, or mergers or divisions.
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If our shareholders who are PRC residents or entities do not complete their registration with the local SAFE branches, our PRC subsidiaries may
be prohibited from distributing their profits and proceeds from any reduction in capital, share transfer or liquidation to us, and we may be restricted in
our ability to contribute additional capital to our PRC subsidiaries. Moreover, failure to comply with the SAFE registration described above could result
in liability under PRC laws for evasion of applicable foreign exchange restrictions.
We have notified all PRC residents or entities who directly or indirectly hold shares in our Cayman Islands holding company and who are known
to us as being PRC residents to complete the foreign exchange registrations, among which, the foreign exchange registrations of several PRC residents
are yet to be completed, and there is no assurance that they will complete the relevant registrations finally, or at all. However, we may not be informed
of the identities of all the PRC residents or entities holding direct or indirect interest in our company, nor can we compel our beneficial owners to
comply with SAFE registration requirements. As a result, we cannot assure you that all of our shareholders or beneficial owners who are PRC residents
or entities have complied with, and will in the future make, obtain or update any applicable registrations or approvals required by, SAFE regulations.
Failure by such shareholders or beneficial owners to comply with SAFE regulations, or failure by us to amend the foreign exchange registrations of our
PRC subsidiaries, could subject us to fines or legal sanctions, restrict our overseas or cross-border investment activities, limit our PRC subsidiaries’
ability to make distributions or pay dividends to us or affect our ownership structure, which could adversely affect our business and prospects.
In August 2014, Ministry of Commerce promulgated the Measures for the Administration of Overseas Investment, and the National Development
Reform Committee, or the NDRC, promulgated the Administrative Measures for the Approval and Filing of Overseas Investment Projects. In December
2017, the NDRC further promulgated the Administrative Measures of Overseas Investment of Enterprises, which became effective in March 2018.
Pursuant to these regulations, any outbound investment of PRC enterprises in the area and industry that is not sensitive is required to be filed with
Ministry of Commerce and the NDRC or their local branch. Upon filing of an enterprise’s overseas investment, where there is any change in the
overseas investment matters stated in the original Certificate of Overseas Investments of Enterprises, such enterprise shall complete change formalities
with the Ministry of Commerce or its local branches which processed the original filing. Regarding to the overseas reinvestments by the overseas
enterprise, the PRC registered entities as the shareholder of such overseas enterprise, shall, upon completion of overseas legal formalities, report to the
Ministry of Commerce. Certain of our enterprise shareholders that are PRC registered entities have completed the filing with Ministry of Commerce,
and have not yet competed filing with the NDRC and the report and change formalities with Ministry of Commerce as of the date of this prospectus and
we cannot assure you that they will be able to complete such filing in time or at all. Moreover, we can provide no assurance that we are or will in the
future continue to be informed of the identities of all PRC residents and PRC enterprises holding direct or indirect interest in our company, and even if
we are aware of such shareholders or beneficial owners who are PRC residents or PRC enterprises, we may not be able to compel them to comply with
SAFE Circular 37 and outbound investment related regulations, and we may not even have any means to know whether they comply with these
requirements. Any failure or inability by such individuals or enterprises to comply with SAFE and outbound investment related regulations may subject
such individuals or the responsible officers of such enterprises to fines or legal sanctions, and may result in adverse impact on us, such as restrictions on
our ability to distribute or pay dividends.
Furthermore, as these foreign exchange and outbound investment related regulations are relatively new and their interpretation and
implementation have been constantly evolving, it is uncertain how these regulations, and any future regulations concerning offshore or cross-border
investments and transactions, will be interpreted, amended and implemented by the relevant government authorities. For example, we may be subject to
a more stringent review and approval process with respect to our foreign exchange activities, such as remittance of dividends and foreign-currencydenominated borrowings, which may adversely affect our financial condition and results of operations. Due to the complexity and constantly changing
nature of the foreign exchange and outbound investment related regulations as well as the uncertainties involved, we cannot assure you that we have
complied or will be able to comply with all applicable foreign exchange and outbound investment related
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regulations. In addition, if we decide to acquire a PRC domestic company, we cannot assure you that we or the owners of such company, as the case may
be, will be able to obtain the necessary approvals or complete the necessary filings and registrations required by the foreign exchange regulations. This
may restrict our ability to implement our acquisition strategy and could adversely affect our business and prospects.
Any failure to comply with PRC regulations regarding the registration requirements for employee stock incentive plans may subject the PRC
plan participants or us to fines and other legal or administrative sanctions.
Under the applicable regulations and SAFE rules, PRC citizens who participate in an employee stock ownership plan or a stock option plan in an
overseas publicly listed company are required to register with SAFE and complete certain other procedures. In February 2012, SAFE promulgated the
Notices on Issues concerning the Foreign Exchange Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas
Publicly-Listed Companies, or the Stock Option Rules. Pursuant to the Stock Option Rules, if a PRC resident participates in any stock incentive plan of
an overseas publicly-listed company, a qualified PRC domestic agent must, among other things, file on behalf of such participant an application with
SAFE to conduct the SAFE registration with respect to such stock incentive plan and obtain approval for an annual allowance with respect to the
purchase of foreign exchange in connection with the exercise or sale of stock options or stock such participant holds. Such participating PRC residents’
foreign exchange income received from the sale of stock and dividends distributed by the overseas publicly-listed company must be fully remitted into a
PRC collective foreign currency account opened and managed by the PRC agent before distribution to such participants. We and our PRC resident
employees who have been granted stock options or other share-based incentives of our Company will be subject to the Stock Option Rules when our
Company becomes an overseas listed company upon the completion of this offering. If we or our PRC resident participants fail to comply with these
regulations, we and/or our PRC resident participants may be subject to fines and legal sanctions and may also limit our ability to contribute additional
capital into our PRC subsidiaries and limit our PRC subsidiaries’ ability to distribute dividends to us. We also face regulatory uncertainties that could
restrict our ability to adopt additional incentive plans for our directors, executive officers and employees under PRC law. See “Regulation—Regulations
Related to Foreign Exchange—Regulations on Stock Incentive Plans.”
The State Administration of Taxation, or SAT, has issued certain circulars concerning employee share options and restricted shares. Under these
circulars, our employees working in China who exercise or transfer share options or are granted restricted shares will be subject to PRC individual
income tax. Our PRC subsidiaries have obligations to file documents related to employee share options or restricted shares with relevant tax authorities
and to withhold individual income taxes of those employees who exercise their share options. If our employees fail to pay or we fail to withhold their
income taxes according to relevant laws and regulations, we may face sanctions imposed by the tax authorities or other PRC governmental authorities.
See “Regulation—Regulations Related to Foreign Exchange—Regulations on Stock Incentive Plans.”
If we are classified as a PRC resident enterprise for PRC income tax purposes, such classification could result in unfavorable tax
consequences to us and our non-PRC noteholders, shareholders or ADS holders.
Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise established outside of the PRC with its “de facto
management body” within the PRC is considered a “resident enterprise” and will be subject to PRC enterprise income tax on its global income at the
rate of 25%. The implementation rules define the term “de facto management body” as the body that exercises full and substantial control and overall
management over the business, productions, personnel, accounts and properties of an enterprise. In 2009, the SAT issued a circular, known as SAT
Circular 82, which provides certain specific criteria for determining whether the “de facto management body” of a PRC-controlled enterprise that is
incorporated offshore is located in China. Although this circular only applies to offshore enterprises controlled by PRC enterprises or PRC enterprise
groups, not those controlled by PRC individuals or foreigners, the criteria set forth in the circular may
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reflect the SAT’s general position on how the “de facto management body” text should be applied in determining the tax resident status of all offshore
enterprises. According to SAT Circular 82, an offshore incorporated enterprise controlled by a PRC enterprise or a PRC enterprise group will be
regarded as a PRC tax resident by virtue of having its “de facto management body” in China and will be subject to PRC enterprise income tax on its
global income only if all of the following conditions are met: (i) the primary location of the day-to-day operational management is in the PRC;
(ii) decisions relating to the enterprise’s financial and human resource matters are made or are subject to approval by organizations or personnel in the
PRC; (iii) the enterprise’s primary assets, accounting books and records, company seals, and board and shareholder resolutions, are located or
maintained in the PRC; and (iv) at least 50% of voting board members or senior executives habitually reside in the PRC.
We believe none of our entities outside of China is a PRC resident enterprise for PRC tax purposes. However, the tax resident status of an
enterprise is subject to determination by the PRC tax authorities and uncertainties remain with respect to the interpretation of the term “de facto
management body.” If the PRC tax authorities determine that UCLOUDLINK GROUP INC. is a PRC resident enterprise for enterprise income tax
purposes, we may be required to withhold a 10% withholding tax from interest or dividends we pay to our noteholders and shareholders that are
non-resident enterprises, including the holders of our ADSs. In addition, non-resident enterprise noteholders and shareholders (including our ADS
holders) may be subject to PRC tax at a rate of 10% on gains realized on the sale or other disposition of the notes. ADSs or ordinary shares, if such
income is treated as sourced from within the PRC. Furthermore, if PRC tax authorities determine that we are a PRC resident enterprise for enterprise
income tax purposes, interest or dividends paid to our non-PRC individual noteholders and shareholders (including our ADS holders) and any gain
realized on the transfer of the notes. ADSs or ordinary shares by such holders may be subject to PRC tax at a rate of 20% (which, in the case of interest
or dividends, may be withheld at source by us), if such gains are deemed to be from PRC sources. These rates may be reduced by an applicable tax
treaty, but it is unclear whether non-PRC shareholders of UCLOUDLINK GROUP INC. would be able to claim the benefits of any tax treaties between
their country of tax residence and the PRC in the event that UCLOUDLINK GROUP INC. is treated as a PRC resident enterprise. Any such tax may
reduce the returns on your investment in the ADSs.
We face uncertainty with respect to indirect transfer of equity interests in PRC resident enterprises by their non-PRC holding companies.
We face uncertainties regarding the reporting on and consequences of previous private equity financing transactions involving the transfer and
exchange of shares in our company by non-resident investors. In February 2015, the State Administration of Taxation issued the Bulletin on Issues of
Enterprise Income Tax on Indirect Transfers of Assets by Non-PRC Resident Enterprises, or Bulletin 7. Pursuant to Bulletin 7, an “indirect transfer” of
PRC assets, including a transfer of equity interests in an unlisted non-PRC holding company of a PRC resident enterprise, by non-PRC resident
enterprises may be re-characterized and treated as a direct transfer of the underlying PRC assets, if such arrangement does not have a reasonable
commercial purpose and was established for the purpose of avoiding payment of PRC enterprise income tax. As a result, gains derived from such
indirect transfer may be subject to PRC enterprise income tax, and the transferee or other person who is obligated to pay for the transfer is obligated to
withhold the applicable taxes, currently at a rate of 10%, for the transfer of equity interests in a PRC resident enterprise. Bulletin 7 does not apply to
transactions of sale of shares by investors through a public stock exchange where such shares were acquired from a transaction through a public stock
exchange. On October 17, 2017, the SAT issued the Announcement of the State Administration of Taxation on Issues of Tax Withholding regarding
Non-resident Enterprise Income Tax, or Bulletin 37, which came into effect on December 1, 2017. The Bulletin 37 further clarifies the practice and
procedure of the withholding of nonresident enterprise income tax.
There is uncertainty as to the application of Bulletin 37 or previous rules under Bulletin 7. We face uncertainties on the reporting and
consequences of private equity financing transactions, share exchanges or other transactions involving the transfer of shares in our company by investors
that are non-PRC resident
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enterprises. Our company may be subject to filing obligations or taxes if our company is the transferor in such transactions, and may be subject to
withholding obligations if our company is the transferee in such transactions, under Bulletin 37 and Bulletin 7.
Our auditor, like other independent registered public accounting firms operating in China, is not permitted to be subject to inspection by
Public Company Accounting Oversight Board, and consequently investors may be deprived of the benefits of such inspection.
Our auditor, the independent registered public accounting firm that issued the audit report included in this prospectus, as an auditor of companies
that are traded publicly in the United States and a firm registered with the Public Company Accounting Oversight Board (United States), or PCAOB, is
subject to laws in the United States pursuant to which the PCAOB conducts regular inspections to assess its compliance with applicable professional
standards. Our auditor is located in, and organized under the laws of, the PRC, which is a jurisdiction where the PCAOB has been unable to conduct
inspections without the approval of the Chinese authorities. In May 2013, PCAOB announced that it had entered into a Memorandum of Understanding
on Enforcement Cooperation with the CSRC and the PRC Ministry of Finance, which establishes a cooperative framework between the parties for the
production and exchange of audit documents relevant to investigations undertaken by PCAOB, the CSRC or the PRC Ministry of Finance in the United
States and the PRC, respectively. PCAOB continues to be in discussions with the China Securities Regulatory Commission, or CSRC, and the PRC
Ministry of Finance to permit joint inspections in the PRC of audit firms that are registered with PCAOB and audit Chinese companies that trade on
U.S. exchanges.
On December 7, 2018, the SEC and the PCAOB issued a joint statement highlighting continued challenges faced by the U.S. regulators in their
oversight of financial statement audits of U.S.-listed companies with significant operations in China. However, it remains unclear what further actions, if
any, the SEC and PCAOB will take to address the problem.
This lack of PCAOB inspections in China prevents the PCAOB from fully evaluating audits and quality control procedures of our independent
registered public accounting firm. As a result, we and investors in our ordinary shares are deprived of the benefits of such PCAOB inspections. The
inability of the PCAOB to conduct inspections of auditors in China makes it more difficult to evaluate the effectiveness of our independent registered
public accounting firm’s audit procedures or quality control procedures as compared to auditors outside of China that are subject to PCAOB inspections,
which could cause investors and potential investors in our stock to lose confidence in our audit procedures and reported financial information and the
quality of our financial statements.
Proceedings instituted by the SEC against the “big four” China-based accounting firms, including our independent registered public
accounting firm, could result in financial statements being determined to not be in compliance with the requirements of the Securities
Exchange Act of 1934, as amended, or the Exchange Act.
Starting in 2011 the “big four” China-based accounting firms, including our independent registered public accounting firm, were affected by a
conflict between U.S. and Chinese law. Specifically, for certain U.S.-listed companies operating and audited in China, the SEC and the PCAOB sought
to obtain from the Chinese firms access to their audit work papers and related documents. The firms were, however, advised and directed that under
Chinese law, they could not respond directly to the U.S. regulators on those requests, and that requests by foreign regulators for access to such papers in
China had to be channeled through the CSRC.
In late 2012, this impasse led the SEC to commence administrative proceedings under Rule 102(e) of its Rules of Practice and also under the
Sarbanes-Oxley Act of 2002 against the Chinese accounting firms, including our independent registered public accounting firm. A first instance trial of
the proceedings in July 2013 in the SEC’s internal administrative court resulted in an adverse judgment against the firms. The administrative law
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judge proposed penalties on the firms including a temporary suspension of their right to practice before the SEC, although that proposed penalty did not
take effect pending review by the Commissioners of the SEC. On February 6, 2015, before a review by the Commissioner had taken place, the firms
reached a settlement with the SEC. Under the settlement, the SEC accepted that future requests by the SEC for the production of documents will
normally be made to the CSRC. The firms were to receive matching Section 106 requests, and were required to abide by a detailed set of procedures
with respect to such requests, which in substance require them to facilitate production via the CSRC. If they failed to meet specified criteria, the SEC
retained authority to impose a variety of additional remedial measures on the firms depending on the nature of the failure.
Under the terms of the settlement, the underlying proceeding against the four China-based accounting firms was deemed dismissed with prejudice
four years after entry of the settlement. The four-year mark occurred on February 6, 2019. While we cannot predict if the SEC will further challenge the
four China-based accounting firms’ compliance with U.S. law in connection with U.S. regulatory requests for audit work papers or if the results of such
a challenge would result in the SEC imposing penalties such as suspensions. If additional remedial measures are imposed on the “big four” China-based
accounting firms, including our independent registered public accounting firm, we could be unable to timely file future financial statements in
compliance with the requirements of the Exchange Act.
In the event the “big four” China-based accounting firms become subject to additional legal challenges by the SEC or PCAOB, depending upon
the final outcome, listed companies in the United States with major PRC operations may find it difficult or impossible to retain auditors in respect of
their operations in the PRC, which could result in financial statements being determined to not be in compliance with the requirements of the Exchange
Act, including possible delisting. Moreover, any negative news about any such future proceedings against these audit firms may cause investor
uncertainty regarding China-based, U.S.-listed companies and the market price of our common stock may be adversely affected.
If our independent registered public accounting firm was denied, even temporarily, the ability to practice before the SEC and we were unable to
timely find another registered public accounting firm to audit and issue an opinion on our financial statements, our financial statements could be
determined not to be in compliance with the requirements of the Exchange Act. Such a determination could ultimately lead to the delisting of the ADSs
from [the New York Stock Exchange/Nasdaq Stock Market] or deregistration from the SEC, or both, which would substantially reduce or effectively
terminate the trading of the ADSs in the United States.
The enforcement of the PRC Labor Contract Law and other labor-related regulations in the PRC may adversely affect our business and
results of operations.
The SCNPC enacted the Labor Contract Law in 2008 and amended it on December 28, 2012. The Labor Contract Law introduced specific
provisions related to fixed-term employment contracts, part-time employment, probationary periods, consultation with labor unions and employee
assemblies, employment without a written contract, dismissal of employees, severance, and collective bargaining to enhance previous PRC labor laws.
Under the Labor Contract Law, an employer is obligated to sign an unlimited-term labor contract with any employee who has worked for the employer
for ten consecutive years. Further, if an employee requests or agrees to renew a fixed-term labor contract that has already been entered into twice
consecutively, the resulting contract, with certain exceptions, must have an unlimited term, subject to certain exceptions. With certain exceptions, an
employer must pay severance to an employee where a labor contract is terminated or expires. In the case of retrenching 20 or more employees or where
the number of employees to be retrenched is less than 20 but comprises 10% or more of the total number of employees of such employer under certain
circumstances, the employer shall explain the situation to the labor union or all staff 30 days in advance and seek the opinion of the labor union or the
employees, the employer may carry out the retrenchment exercise upon reporting the retrenchment scheme to the labor administrative authorities. In
addition, the PRC governmental authorities have continued to introduce various new labor-related regulations since the effectiveness of the Labor
Contract Law.
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Under the PRC Social Insurance Law and the Administrative Measures on Housing Fund, employees are required to participate in pension
insurance, work-related injury insurance, medical insurance, unemployment insurance, maternity insurance, and housing funds and employers are
required, together with their employees or separately, to pay the social insurance premiums and housing funds for their employees. If we fail to make
adequate social insurance and housing fund contributions, or fail to withhold individual income tax adequately, we may be subject to fines and legal
sanctions, and our business, financial conditions and results of operations may be adversely affected. In our operation history, certain of our PRC
subsidiaries have not made adequate contributions to employee benefit plans, or not withheld individual income tax adequately, as required by
applicable PRC laws and regulations. In addition, certain of our PRC subsidiaries engage third-party human resources agencies to make social insurance
and housing fund contributions for some of their employees, and there is no assurance that such third-party agencies will make such contributions in full
in a timely manner, or at all. As of the date of this prospectus, we are not aware of any notice from regulatory authorities or any claim or request from
these employees in this regard. However, we cannot assure you that the relevant regulatory authorities will not require us to pay outstanding amounts
and impose late payment penalties or fines on us, which may materially and adversely affect our business, financial condition and results of operations.
These laws designed to enhance labor protection tend to increase our labor costs. In addition, as the interpretation and implementation of these
regulations are still evolving, our employment practices may not be at all times be deemed in compliance with the regulations. As a result, we could be
subject to penalties or incur significant liabilities in connection with labor disputes or investigations.
Some of our PRC service stores may have engaged in business activities without the necessary approvals from or registration with local
authorities, which could subject us to fines or other penalties that may negatively impact our results of operations or interfere with our ability
to operate our business.
As required by the PRC laws, a company that uses an office in a location outside its domicile to conduct business operation must register such
office as a branch company with the competent local authority. As of June 30, 2019, we registered 16 branches in the PRC, of which 13 are registered
for the purpose of picking-up and returning terminals, while some of our service stores established for the purpose of picking-up and returning terminals
are not registered as branches. As we quickly expand our operations, we may need to register additional branch companies from time to time. However,
whether a service store or a pick-up point will be deemed as having business nature or otherwise qualified for branch company registration is subject to
the sole discretion of the government authorities. We cannot assure you that the governmental authorities will take the same view with us on whether a
service store or pick up point is required or qualified to be registered as a branch company. If the government authorities find that we fail to complete
branch company registrations for any of our service stores or pick-up points in a timely manner or otherwise violate relevant regulations on branch
companies, we may be subject to penalties, including fines, confiscation of income, or being ordered to cease business. We may be subject to these
penalties as a result of our failure to meet the registration requirements, and these penalties may substantially inhibit our ability to operate our business.
The maximum potential penalty we may be subject to is RMB100,000 for our failure to register a service store or pick-up point as a branch company if
the government authorities determine that such branch company registrations are required.
Risks Related to Our ADSs and This Offering
There has been no public market for our shares or ADSs prior to this offering, and you may not be able to resell our ADSs at or above the
price you paid, or at all.
Prior to this initial public offering, there has been no public market for our shares or ADSs. We will apply to list our ADSs on [New York Stock
Exchange/Nasdaq Stock Market]. Our shares will not be listed on any exchange or quoted for trading on any over-the-counter trading system. If an
active trading market for our ADSs does not develop after this offering, the market price and liquidity of our ADSs will be materially and adversely
affected.
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Negotiations with the underwriters will determine the initial public offering price for our ADSs which may bear no relationship to their market
price after the initial public offering. We cannot assure you that an active trading market for our ADSs will develop or that the market price of our ADSs
will not decline below the initial public offering price.
The trading price of our ADSs may be volatile, which could result in substantial losses to you.
The trading prices of our ADSs is likely to be volatile and could fluctuate widely due to factors beyond our control. This may happen because of
broad market and industry factors, like the performance and fluctuation in the market prices or the underperformance or deteriorating financial results of
other listed companies based in China. The securities of some of these companies have experienced significant volatility since their initial public
offerings, including, in some cases, substantial price declines in the trading prices of their securities. The trading performances of other PRC companies’
securities after their offerings may affect the attitudes of investors toward PRC companies listed in the United States, which consequently may impact
the trading performance of our ADSs, regardless of our actual operating performance. In addition, any negative news or perceptions about inadequate
corporate governance practices or fraudulent accounting, corporate structure or matters of other PRC companies may also negatively affect the attitudes
of investors towards PRC companies in general, including us, regardless of whether we have conducted any inappropriate activities. In addition,
securities markets may from time to time experience significant price and volume fluctuations that are not related to our operating performance, such as
the large decline in share prices in the United States, China and other jurisdictions in late 2008, early 2009 and the second half of 2011, which may have
a material adverse effect on the trading price of our ADSs.
In addition to the above factors, the price and trading volume of our ADSs may be highly volatile due to multiple factors, including the following:
•

regulatory developments affecting us or our industry, users, suppliers or third-party sellers;

•

announcements of studies and reports relating to the quality of our product and service offerings or those of our competitors;

•

changes in the economic performance or market valuations of other players in the industry;

•

actual or anticipated fluctuations in our quarterly results of operations and changes or revisions of our expected results;

•

changes in financial estimates by securities research analysts;

•

conditions in the mobile data connectivity service market;

•

announcements by us or our competitors of new product and service offerings, acquisitions, strategic relationships, joint ventures, capital
raisings or capital commitments;

•

additions to or departures of our senior management;

•

fluctuations of exchange rates between the RMB and the U.S. dollar;

•

release or expiry of lock-up or other transfer restrictions on our issued and outstanding shares or ADSs;

•

sales or perceived potential sales of additional ordinary shares or ADSs; and

•

proceedings instituted recently by the SEC against five PRC-based accounting firms, including our independent registered public
accounting firm.

Our dual-class share structure with different voting rights will limit your ability to influence corporate matters and could discourage others
from pursuing any change of control transactions that holders of our Class A ordinary shares and ADSs may view as beneficial.
Immediately prior to the completion of this offering, we expect to create a dual-class share structure such that our ordinary shares will consist of
Class A ordinary shares and Class B ordinary shares. In respect of matters
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requiring the votes of shareholders, holders of Class A ordinary shares will be entitled to one vote per share, while holders of Class B ordinary shares
will be entitled to 15 votes per share based on our proposed dual-class share structure. We will sell Class A ordinary shares represented by our ADSs in
this offering. Each Class B ordinary share is convertible into one Class A ordinary share at any time by the holder thereof, while Class A ordinary shares
are not convertible into Class B ordinary shares under any circumstances. Upon any sale of Class B ordinary shares by a holder thereof to any person
other than an affiliate of our two founders, namely, Mr. Chaohui Chen and Mr. Zhiping Peng, their family members or any entity controlled by the
founders or their family members, such Class B ordinary shares shall be automatically and immediately converted into the same number of Class A
ordinary shares.
Immediately prior to the completion of this offering, our two founders, Mr. Chaohui Chen and Mr. Zhiping Peng, will beneficially own all of our
issued Class B ordinary shares. These Class B ordinary shares will constitute approximately
% of our total issued and outstanding share capital
immediately after the completion of this offering and
% of the aggregate voting power of our total issued and outstanding share capital immediately
after the completion of this offering due to the disparate voting powers associated with our dual-class share structure, assuming the underwriters do not
exercise their over-allotment option. See “Principal Shareholders.” As a result of the dual-class share structure and the concentration of ownership,
holders of Class B ordinary shares will have considerable influence over matters such as decisions regarding mergers, consolidations and the sale of all
or substantially all of our assets, election of directors and other significant corporate actions. Holders of Class B ordinary shares will continue to control
the outcome of a shareholder vote (i) with respect to matters requiring an ordinary resolution which requires the affirmative vote of a simple majority of
shareholder votes, to the extent that the Class B ordinary shares represent more than 6.2 % of our total issued and outstanding share capital; and (ii) with
respect to matters requiring a special resolution which requires the affirmative vote of no less than two-thirds of shareholder votes, to the extent that the
Class B ordinary shares represent at least 11.8% of our total issued and outstanding share capital. Such holders may take actions that are not in the best
interest of us or our other shareholders. This concentration of ownership may discourage, delay or prevent a change in control of our company, which
could have the effect of depriving our other shareholders of the opportunity to receive a premium for their shares as part of a sale of our company and
may reduce the price of our ADSs. This concentrated control will limit your ability to influence corporate matters and could discourage others from
pursuing any potential merger, takeover or other change of control transactions that holders of Class A ordinary shares and ADSs may view as
beneficial.
The dual-class structure of our ordinary shares may adversely affect the trading market for our ADSs.
S&P Dow Jones and FTSE Russell have recently announced changes to their eligibility criteria for inclusion of shares of public companies on
certain indices, including the S&P 500, to exclude companies with multiple classes of shares and companies whose public shareholders hold no more
than 5% of total voting power from being added to such indices. In addition, several shareholder advisory firms have announced their opposition to the
use of multiple class structures. As a result, the dual class structure of our ordinary shares may prevent the inclusion of our ADSs representing Class A
ordinary shares in such indices and may cause shareholder advisory firms to publish negative commentary about our corporate governance practices or
otherwise seek to cause us to change our capital structure. Any such exclusion from indices could result in a less active trading market for our ADSs.
Any actions or publications by shareholder advisory firms critical of our corporate governance practices or capital structure could also adversely affect
the value of our ADSs.
Our directors, officers and principal shareholders collectively control a significant amount of our shares, and their interests may not align
with the interests of our other shareholders.
Currently, our officers, directors and principal shareholders collectively hold a substantial majority of total voting power in our company. They
will continue to have a substantial control of us and collectively hold
% of total voting power immediately after this offering, assuming the
underwriters do not exercise their over-allotment option. This significant concentration of share ownership and voting power may adversely affect or
58

Table of Contents

reduce the trading price of the ADSs because investors often perceive a disadvantage in owning shares in a company with one or several controlling
shareholders. Furthermore, our directors and officers, as a group, have the ability to significantly influence or control the outcome of all matters
requiring shareholders’ approvals, including electing directors and approving mergers or other business combination transactions. These actions may be
taken even if they are opposed by our other shareholders. This concentration of share ownership and voting power may also discourage, delay or prevent
a change in control of our company, which could deprive our shareholders of an opportunity to receive a premium for their shares as part of a sale of our
company. For more information regarding our principal shareholders, see “Principal Shareholders.”
If securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, or if they
adversely change their recommendations regarding our ADSs, the market price for our ADSs and trading volume could decline.
The trading market for our ADSs will depend in part on the research and reports that securities or industry analysts publish about us or our
business. If research analysts do not establish and maintain adequate research coverage or if one or more of the analysts who covers us downgrades our
ADSs or publishes inaccurate or unfavorable research about our business, the market price for our ADSs would likely decline. If one or more of these
analysts cease coverage of our company or fail to publish reports on us regularly, we could lose visibility in the financial markets, which, in turn, could
cause the market price or trading volume for our ADSs to decline.
Because our initial public offering price is substantially higher than our net tangible book value per share, you will experience immediate and
substantial dilution.
If you purchase ADSs in this offering, you will pay more for your ADSs than the amount paid by our existing shareholders for their ordinary
shares on a per ADS basis. As a result, you will experience immediate and substantial dilution of US$
per ADS, representing the difference
between the initial public offering price of US$
per ADS and our adjusted net tangible book value per ADS as of December 31, 2018, after
giving effect to our sale of the ADSs offered in this offering. In addition, you may experience further dilution to the extent that our ordinary shares are
issued upon the exercise of share options. See “Dilution” for a more complete description of how the value of your investment in the ADSs will be
diluted upon completion of this offering.
Because we do not expect to pay dividends in the foreseeable future after this offering, you must rely on price appreciation of our ADSs for
return on your investment.
We currently intend to retain most, if not all, of our available funds and any future earnings after this offering to fund the development and growth
of our business. As a result, we do not expect to pay any cash dividends in the foreseeable future. Therefore, you should not rely on an investment in our
ADSs as a source for any future dividend income.
Our board of directors has complete discretion as to whether to distribute dividends, subject to certain requirements of Cayman Islands law. In
addition, our shareholders may by ordinary resolution declare a dividend, but no dividend may exceed the amount recommended by our directors. Under
Cayman Islands law, a Cayman Islands company may pay a dividend out of either profit or share premium account, provided that in no circumstances
may a dividend be paid if this would result in the company being unable to pay its debts as they fall due in the ordinary course of business. Even if our
board of directors decides to declare and pay dividends, the timing, amount and form of future dividends, if any, will depend on our future results of
operations and cash flow, our capital requirements and surplus, the amount of distributions, if any, received by us from our subsidiaries, our financial
condition, contractual restrictions and other factors deemed relevant by our board of directors. Accordingly, the return on your investment in our ADSs
will likely depend entirely upon any future price appreciation of our ADSs. There is no guarantee that our ADSs will appreciate in value after this
offering or even maintain the price at which you purchased the ADSs. You may not realize a return on your investment in our ADSs and you may even
lose your entire investment in our ADSs.
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Substantial future sales or perceived potential sales of our ADSs in the public market could cause the price of our ADSs to decline.
Sales of our ADSs in the public market after this offering, or the perception that these sales could occur, could cause the market price of our ADSs
to decline. Upon completion of this offering, we will have
ordinary shares issued and outstanding including
Class A ordinary shares
represented by ADSs, assuming the underwriters do not exercise their over-allotment option. All ADSs sold in this offering will be freely transferable
without restriction or additional registration under the Securities Act. The remaining ordinary shares issued and outstanding after this offering and the
ordinary shares will be available for sale, upon the expiration of the 180-day lock-up period beginning from the date of this prospectus, subject to
volume and other restrictions as applicable under Rules 144 and 701 under the Securities Act. Any or all of these shares may be released prior to the
expiration of the lock-up period at the discretion of the representatives of the underwriters of this offering. To the extent shares are released before the
expiration of the lock-up period and sold into the market, the market price of our ADSs could decline.
After completion of this offering, certain holders of our ordinary shares may cause us to register under the Securities Act the sale of their shares,
subject to the 180-day lock-up period in connection with this offering. Registration of these shares under the Securities Act would result in ADSs
representing these shares becoming freely tradable without restriction under the Securities Act immediately upon the effectiveness of the registration.
Sales of these registered shares in the form of ADSs in the public market could cause the price of our ADSs to decline.
The voting rights of holders of ADSs are limited by the terms of the deposit agreement, and you may not be able to exercise your right to vote
your ordinary shares.
Holders of ADSs do not have the same rights as our registered shareholders. As a holder of our ADSs, you will not have any direct right to attend
general meetings of our shareholders or to cast any votes at such meetings. As an ADS holder, you will only be able to exercise the voting rights carried
by the underlying Class A ordinary shares represented by your ADSs indirectly by giving voting instructions to the depositary in accordance with the
provisions of the deposit agreement. Under the deposit agreement, you may vote only by giving voting instructions to the depositary. Upon receipt of
your voting instructions, the depositary will try, as far as is practicable, to vote the underlying Class A ordinary shares represented by your ADSs in
accordance with your instructions. If we ask for your instructions, then upon receipt of your voting instructions, the depositary will try to vote the
underlying Class A ordinary shares represented by your ADSs in accordance with these instructions. If we do not instruct the depositary to ask for your
instructions, the depositary may still vote in accordance with instructions you give, but it is not required to do so. You will not be able to directly
exercise your right to vote with respect to the underlying Class A ordinary shares represented by your ADSs unless you withdraw the shares, and
become the registered holder of such shares prior to the record date for the general meeting. When a general meeting is convened, you may not receive
sufficient advance notice of the meeting to withdraw the underlying Class A ordinary shares represented by your ADSs and become the registered
holder of such shares to allow you to attend the general meeting and to vote directly with respect to any specific matter or resolution to be considered
and voted upon at the general meeting. In addition, under our post-offering memorandum and articles of association that will become effective prior to
completion of this offering, for the purposes of determining those shareholders who are entitled to attend and vote at any general meeting, our directors
may close our register of members and/or fix in advance a record date for such meeting, and such closure of our register of members or the setting of
such a record date may prevent you from withdrawing the underlying Class A ordinary shares represented by your ADSs and becoming the registered
holder of such shares prior to the record date, so that you would not be able to attend the general meeting or to vote directly. If we ask for your
instructions, the depositary will notify you of the upcoming vote and will arrange to deliver our voting materials to you. We have agreed to give the
depositary notice of shareholder meetings sufficiently in advance of such meetings. Nevertheless, we cannot assure you that you will receive the voting
materials in time to ensure that you can instruct the depositary to vote the underlying Class A ordinary shares represented by your ADSs. In addition, the
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depositary and its agents are not responsible for failing to carry out voting instructions or for their manner of carrying out your voting instructions. This
means that you may not be able to exercise your right to direct how the underlying Class A ordinary shares represented by your ADSs are voted and you
may have no legal remedy if the underlying Class A ordinary shares represented by your ADSs are not voted as you requested. In addition, in your
capacity as an ADS holder, you will not be able to call a shareholders’ meeting. Except in limited circumstances, the depositary for our ADSs will give
us a discretionary proxy to vote the underlying Class A ordinary shares represented by your ADSs if you do not vote at shareholders’ meetings, which
could adversely affect your interests.
Under the deposit agreement for the ADSs, if you do not vote, the depositary will give us a discretionary proxy to vote the Class A ordinary shares
underlying your ADSs at shareholders’ meetings unless:
•

we have instructed the depositary that we do not wish a discretionary proxy to be given;

•

we have informed the depositary that there is substantial opposition as to a matter to be voted on at the meeting;

•

a matter to be voted on at the meeting would have a material adverse impact on shareholders; or

•

the voting at the meeting is to be made on a show of hands.

The effect of this discretionary proxy is that you cannot prevent the underlying Class A ordinary shares represented by your ADSs from being
voted, except under the circumstances described above. This may make it more difficult for shareholders to influence the management of our company.
Holders of our ordinary shares are not subject to this discretionary proxy.
Your right to participate in any future rights offerings may be limited, which may cause dilution to your holdings.
We may from time to time distribute rights to our shareholders, including rights to acquire our securities. However, we cannot make rights
available to you in the United States unless we register both the rights and the securities to which the rights relate under the Securities Act or an
exemption from the registration requirements is available. Under the deposit agreement, the depositary will not make rights available to you unless both
the rights and the underlying securities to be distributed to ADS holders are either registered under the Securities Act or exempt from registration under
the Securities Act. We are under no obligation to file a registration statement with respect to any such rights or securities or to endeavor to cause such a
registration statement to be declared effective and we may not be able to establish a necessary exemption from registration under the Securities Act.
Accordingly, you may be unable to participate in our rights offerings and may experience dilution in your holdings.
You may not receive cash dividends if the depositary decides it is impractical to make them available to you.
The depositary will pay cash dividends on the ADSs only to the extent that we decide to distribute dividends on our ordinary shares or other
deposited securities, and we do not have any present plan to pay any cash dividends on our ordinary shares in the foreseeable future. To the extent that
there is a distribution, the depositary of our ADSs has agreed to pay to you the cash dividends or other distributions it or the custodian receives on our
ordinary shares or other deposited securities after deducting its fees and expenses. You will receive these distributions in proportion to the number of
Class A ordinary shares your ADSs represent. However, the depositary may, at its discretion, decide that it is inequitable or impractical to make a
distribution available to any holders of ADSs. For example, the depositary may determine that it is not practicable to distribute certain property through
the mail, or that the value of certain distributions may be less than the cost of mailing them. In these cases, the depositary may decide not to distribute
such property to you.
61

Table of Contents

You may be subject to limitations on transfer of your ADSs.
Your ADSs are transferable on the books of the depositary. However, the depositary may close its transfer books at any time or from time to time
when it deems expedient in connection with the performance of its duties. The depositary may close its books from time to time for a number of reasons,
including in connection with corporate events such as a rights offering, during which time the depositary needs to maintain an exact number of ADS
holders on its books for a specified period. The depositary may also close its books in emergencies, and on weekends and public holidays. In addition,
the depositary may refuse to deliver, transfer or register transfers of ADSs generally when our books or the books of the depositary are closed, or at any
time if we or the depositary deems it advisable to do so because of any requirement of law or of any government or governmental body, or under any
provision of the deposit agreement, or for any other reason.
Certain judgments obtained against us by our shareholders may not be enforceable.
We are an exempted company incorporated under the laws of the Cayman Islands. Substantially all of our assets are located in China and Hong
Kong. All of our directors and executive officers are nationals or residents of jurisdictions other than the United States. As a result, it may be difficult or
impossible for you to bring an action against us or against these individuals in the United States in the event that you believe that your rights have been
infringed under the U.S. federal securities laws or otherwise. Even if you are successful in bringing an action of this kind, the laws of the Cayman
Islands and of the PRC may render you unable to enforce a judgment against our assets or the assets of our directors and officers. For more information
regarding the relevant laws of the Cayman Islands and China, see “Enforceability of Civil Liabilities.”
Your investment in our ADSs may be impacted if we are encouraged to issue CDRs in the future.
Currently the PRC central government is proposing new rules that would allow PRC technology companies listed outside China to list on the
mainland stock market through the creation of Chinese Depositary Receipts, or CDRs. Once the CDR mechanism is in place, we might consider and be
encouraged by the evolving PRC governmental policies to issue CDRs and allow investors to trade our CDRs on PRC stock exchanges. However, there
are uncertainties as to whether a pursuit of CDRs in China would bring positive or negative impact on your investment in our ADSs.
You may face difficulties in protecting your interests, and your ability to protect your rights through U.S. courts may be limited, because we are
incorporated under Cayman Islands law.
We are an exempted company incorporated under the laws of the Cayman Islands with limited liability. Our corporate affairs are governed by our
memorandum and articles of association, the Companies Law of the Cayman Islands, as amended from time to time, and the common law of the
Cayman Islands. The rights of shareholders to take action against our directors, actions by our minority shareholders and the fiduciary duties of our
directors to us under Cayman Islands law are to a large extent governed by the common law of the Cayman Islands. The common law of the Cayman
Islands is derived in part from comparatively limited judicial precedent in the Cayman Islands as well as from the common law of England, the
decisions of whose courts are of persuasive authority, but are not binding, on a court in the Cayman Islands. The rights of our shareholders and the
fiduciary duties of our directors under Cayman Islands law are not as clearly established as they would be under statutes or judicial precedent in some
jurisdictions in the United States. In particular, the Cayman Islands has a less developed body of securities laws than the United States. Some U.S. states,
such as Delaware, have more fully developed and judicially interpreted bodies of corporate law than the Cayman Islands. In addition, Cayman Islands
companies may not have standing to initiate a shareholder derivative action in a federal court of the United States.
Shareholders of Cayman Islands exempted companies like us have no general rights under Cayman Islands law to inspect corporate records or to
obtain copies of lists of shareholders of these companies. Our directors
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have discretion under our post-IPO articles of association that will become effective immediately prior to completion of this offering to determine
whether or not, and under what conditions, our corporate records may be inspected by our shareholders, but are not obliged to make them available to
our shareholders. This may make it more difficult for you to obtain the information needed to establish any facts necessary for a shareholder motion or
to solicit proxies from other shareholders in connection with a proxy contest.
As a result of all of the above, our public shareholders may have more difficulty in protecting their interests in the face of actions taken by
management, members of the board of directors or controlling shareholders than they would as public shareholders of a company incorporated in the
United States. For a discussion of significant differences between the provisions of the Companies Law of the Cayman Islands and the laws applicable
to companies incorporated in the United States and their shareholders, see “Description of Share Capital—Differences in Corporate Law.”
We have not determined a specific use for a portion of the net proceeds from this offering and we may use these proceeds in ways with which
you may not agree.
We have not determined a specific use for a portion of the net proceeds of this offering, and our management will have considerable discretion in
deciding how to apply these proceeds. You will not have the opportunity to assess whether the proceeds are being used appropriately before you make
your investment decision. You must rely on the judgment of our management regarding the application of the net proceeds of this offering. We cannot
assure you that the net proceeds will be used in a manner that would improve our results of operations or increase our ADS price, nor that these net
proceeds will be placed only in investments that generate income or appreciate in value.
The post-offering memorandum and articles of association that we plan to adopt and that will become effective immediately prior to the
completion of this offering will contain anti-takeover provisions that could discourage a third party from acquiring us and adversely affect the
rights of holders of our ordinary shares and the ADSs.
We have adopted amended and restated memorandum and articles of association that will become effective immediately prior to the completion of
this offering. Our new memorandum and articles of association contain provisions to limit the ability of others to acquire control of our company or
cause us to engage in change-of-control transactions. These provisions could have the effect of depriving our shareholders of an opportunity to sell their
shares at a premium over prevailing market prices by discouraging third parties from seeking to obtain control of our company in a tender offer or
similar transaction. Our proposed dual-class voting structure gives disproportionate voting power to the Class B ordinary shares. Our board of directors
has the authority, without further action by our shareholders, to issue preferred shares in one or more series and to fix their designations, powers,
preferences, privileges, and relative participating, optional or special rights and the qualifications, limitations or restrictions, including dividend rights,
conversion rights, voting rights, terms of redemption and liquidation preferences, any or all of which may be greater than the rights associated with our
ordinary shares, in the form of ADS or otherwise. Preferred shares could be issued quickly with terms calculated to delay or prevent a change in control
of our company or make removal of management more difficult. If our board of directors decides to issue preferred shares, the price of our ADSs may
fall and the voting and other rights of the holders of our ordinary shares and ADSs may be materially and adversely affected.
We are a foreign private issuer within the meaning of the rules under the Exchange Act, and as such we are exempt from certain provisions
applicable to U.S. domestic public companies.
Because we qualify as a foreign private issuer under the Exchange Act, we are exempt from certain provisions of the securities rules and
regulations in the United States that are applicable to U.S. domestic issuers, including:
•

the rules under the Exchange Act requiring the filing with the SEC of quarterly reports on Form 10-Q or current reports on Form 8-K;
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•

the sections of the Exchange Act regulating the solicitation of proxies, consents, or authorizations in respect of a security registered under
the Exchange Act;

•

the sections of the Exchange Act requiring insiders to file public reports of their stock ownership and trading activities and liability for
insiders who profit from trades made in a short period of time; and

•

the selective disclosure rules by issuers of material nonpublic information under Regulation FD.

We will be required to file an annual report on Form 20-F within four months of the end of each fiscal year. In addition, we intend to publish our
results on a quarterly basis as press releases, distributed pursuant to the rules and regulations of the [New York Stock Exchange/Nasdaq Stock Market].
Press releases relating to financial results and material events will also be furnished to the SEC on Form 6-K. However, the information we are required
to file with or furnish to the SEC will be less extensive and less timely compared to that required to be filed with the SEC by U.S. domestic issuers. As a
result, you may not be afforded the same protections or information that would be made available to you were you investing in a U.S. domestic issuer.
As an exempted company incorporated in the Cayman Islands, we are permitted to adopt certain home country practices in relation to
corporate governance matters that differ significantly from [NYSE/Nasdaq Stock Market] corporate governance listing standards; these
practices may afford less protection to shareholders than they would enjoy if we complied fully with the [New York Stock Exchange/Nasdaq
Stock Market] corporate governance listing standards.
As a Cayman Islands company listed on the [New York Stock Exchange/Nasdaq Stock Market], we are subject to [New York Stock
Exchange/Nasdaq Stock Market] corporate governance listing standards. However, the [New York Stock Exchange/Nasdaq Stock Market] rules permit a
foreign private issuer like us to follow the corporate governance practices of its home country. Certain corporate governance practices in the Cayman
Islands, which is our home country, may differ significantly from [New York Stock Exchange/Nasdaq] corporate governance listing standards. For
example, neither the Companies Law of the Cayman Islands nor our post-offering memorandum and articles of association that will become effective
immediately prior to the completion of this offering requires a majority of our directors to be independent and we could include non-independent
directors as members of our compensation committee and nominating committee, and our independent directors would not necessarily hold regularly
scheduled meetings at which only independent directors are present. Currently, we do not plan to rely on home country practice with respect to our
corporate governance after we complete this offering. However, if we choose to follow home country practice in the future, our shareholders may be
afforded less protection than they otherwise would under [New York Stock Exchange/Nasdaq] corporate governance listing standards applicable to U.S.
domestic issuers.
There can be no assurance that we will not be a passive foreign investment company, or PFIC, for United States federal income tax purposes
for any taxable year, which could subject United States investors in our ADSs or ordinary shares to significant adverse United States income
tax consequences.
We will be classified as a passive foreign investment company, or PFIC, for United States federal income tax purposes for any taxable year if
either (a) 75% or more of our gross income for such year consists of certain types of “passive” income or (b) 50% or more of the value of our assets
(determined on the basis of a quarterly average) during such year produce or are held for the production of passive income (the “asset test”). Although
the law in this regard is unclear, we intend to treat our VIEs (including their respective subsidiaries, if any) as being owned by us for United States
federal income tax purposes, not only because we exercise effective control over the operation of such entities but also because we are entitled to
substantially all of their economic benefits, and, as a result, we consolidate their results of operations in our consolidated financial statements. Assuming
that we are the owner of our VIEs (including their respective subsidiaries, if any) for United States federal income tax purposes, and based upon our
current and expected income and assets, including goodwill and other unbooked intangibles not reflected on our balance sheet (taking into account the
expected proceeds from this offering) and projections as to the market price of our ADSs following the offering, we do not presently expect to be a PFIC
for the current taxable year or the foreseeable future.
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While we do not expect to become a PFIC, because the value of our assets for purposes of the asset test may be determined by reference to the
market price of our ADSs, fluctuations in the market price of our ADSs may cause us to become a PFIC for the current or subsequent taxable years. The
determination of whether we will be or become a PFIC will also depend, in part, on the composition and classification of our income and assets.
Because there are uncertainties in the application of the relevant rules, it is possible that the IRS may challenge our classification of certain income and
assets as non-passive which may result in our being or becoming a PFIC in the current or subsequent years. In addition, the composition of our income
and assets will also be affected by how, and how quickly, we use our liquid assets and the cash raised in this offering. If we determine not to deploy
significant amounts of cash for active purposes or if it were determined that we do not own the stock of our VIEs for United States federal income tax
purposes, our risk of being a PFIC may substantially increase. Because there are uncertainties in the application of the relevant rules and PFIC status is a
factual determination made annually after the close of each taxable year, there can be no assurance that we will not be a PFIC for the current taxable
year or any future taxable year.
If we are a PFIC in any taxable year, a U.S. Holder (as defined in “TAXATION—United States Federal Income Tax Considerations”) may incur
significantly increased United States income tax on gain recognized on the sale or other disposition of the ADSs or ordinary shares and on the receipt of
distributions on the ADSs or ordinary shares to the extent such gain or distribution is treated as an “excess distribution” under the United States federal
income tax rules, and such holder may be subject to burdensome reporting requirements. Further, if we are a PFIC for any year during which a U.S.
Holder holds our ADSs or ordinary shares, we generally will continue to be treated as a PFIC for all succeeding years during which such U.S. Holder
holds our ADSs or ordinary shares. For more information see “TAXATION—United States Federal Income Tax Considerations—Passive Foreign
Investment Company Considerations.”
We will incur increased costs and become subject to additional rules and regulations as a result of being a public company.
As a result of this offering, we will become a public company and expect to incur significant accounting, legal and other expenses that we did not
incur as a private company. We estimate such additional expenses to be approximately US$2.5 million to US$4.0 million annually. The Sarbanes-Oxley
Act, as well as rules subsequently implemented by the SEC and the [New York Stock Exchange/Nasdaq Stock Market], have detailed requirements
concerning corporate governance practices of public companies, including Section 404 of the Sarbanes-Oxley Act relating to internal controls over
financial reporting. We expect these rules and regulations applicable to public companies to increase our accounting, legal and financial compliance
costs and to make certain corporate activities more time-consuming and costly. Our management will be required to devote substantial time and
attention to our public company reporting obligations and other compliance matters. We are currently evaluating and monitoring developments with
respect to these rules and regulations, and we cannot predict or estimate the amount of additional costs we may incur or the timing of such costs. Our
reporting and other compliance obligations as a public company may place a strain on our management, operational and financial resources and systems
for the foreseeable future.
In the past, shareholders of a public company often brought securities class action suits against the company following periods of instability in the
market price of that company’s securities. If we were involved in a class action suit, it could divert a significant amount of our management’s attention
and other resources from our business and operations, which could harm our results of operations and require us to incur significant expenses to defend
the suit. Any such class action suit, whether or not successful, could harm our reputation and restrict our ability to raise capital in the future. In addition,
if a claim is successfully made against us, we may be required to pay significant damages, which could have a material adverse effect on our financial
condition and results of operations.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This prospectus contains forward-looking statements that reflect our current expectations and views of future events. The forward looking
statements are contained principally in the sections entitled “Prospectus Summary,” “Risk Factors,” “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and “Business.” Known and unknown risks, uncertainties and other factors, including those listed under
“Risk Factors,” may cause our actual results, performance or achievements to be materially different from those expressed or implied by the forwardlooking statements.
You can identify some of these forward-looking statements by words or phrases such as “may,” “will,” “expect,” “anticipate,” “aim,” “estimate,”
“intend,” “plan,” “believe,” “is/are likely to,” “potential,” “continue” or other similar expressions. We have based these forward-looking statements
largely on our current expectations and projections about future events that we believe may affect our financial condition, results of operations, business
strategy and financial needs. These forward-looking statements include statements relating to:
•

our mission, goals and strategies;

•

our future business development, financial conditions and results of operations;

•

the expected growth of the mobile data connectivity service industry;

•

our expectations regarding demand for and market acceptance of our products and services;

•

our expectations regarding our relationships with our customers, suppliers and business partners;

•

competition in our industry;

•

our proposed use of proceeds; and

•

relevant government policies and regulations relating to our industry and our geographic markets.

These forward-looking statements involve various risks and uncertainties. Although we believe that our expectations expressed in these forwardlooking statements are reasonable, our expectations may later be found to be incorrect. Our actual results could be materially different from our
expectations. Important risks and factors that could cause our actual results to be materially different from our expectations are generally set forth in
“Prospectus Summary—Our Challenges,” “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
“Business,” “Regulation” and other sections in this prospectus. You should read thoroughly this prospectus and the documents that we refer to with the
understanding that our actual future results may be materially different from and worse than what we expect. We qualify all of our forward-looking
statements by these cautionary statements.
This prospectus contains certain data and information that we obtained from various government and private publications. Statistical data in these
publications also include projections based on a number of assumptions. The mobile data connectivity service industry may not grow at the rate
projected by market data, or at all. Failure of this market to grow at the projected rate may have a material adverse effect on our business and the market
price of the ADSs. In addition, the rapidly evolving nature of this industry results in significant uncertainties for any projections or estimates relating to
the growth prospects or future condition of our market. Furthermore, if any one or more of the assumptions underlying the market data are later found to
be incorrect, actual results may differ from the projections based on these assumptions. You should not place undue reliance on these forward-looking
statements.
The forward-looking statements made in this prospectus relate only to events or information as of the date on which the statements are made in
this prospectus. Except as required by law, we undertake no obligation to update or revise publicly any forward-looking statements, whether as a result
of new information, future events or otherwise, after the date on which the statements are made or to reflect the occurrence of unanticipated events. You
should read this prospectus and the documents that we refer to in this prospectus and have filed as exhibits to the registration statement, of which this
prospectus is a part, completely and with the understanding that our actual future results may be materially different from what we expect.
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USE OF PROCEEDS
We estimate that we will receive net proceeds from this offering of approximately US$
, or approximately US$
if the underwriters
exercise their over-allotment option in full, after deducting underwriting discounts and commissions and the estimated offering expenses payable by us.
These estimates are based upon an assumed initial public offering price of US$
per ADS, which is the midpoint of the price range shown on the
front page of this prospectus. A US$1.00 increase (decrease) in the assumed initial public offering price of US$
per ADS would increase
(decrease) the net proceeds to us from this offering by US$
, assuming the number of ADSs offered by us, as set forth on the front cover of this
prospectus, remains the same and after deducting the estimated underwriting discounts and commissions and estimated expenses payable by us.
The primary purposes of this offering are to create a public market for our shares for the benefit of all shareholders, retain talented employees by
providing them with equity incentives and obtain additional capital. We plan to use the net proceeds of this offering as follows:
•

approximately

% for research and development; and

•

the balance for general corporate purposes, which may include funding sales and marketing efforts, working capital needs and potential
strategic investments and acquisitions, although we have not identified any specific investments or acquisition opportunities.

The foregoing represents our current intentions based upon our present plans and business conditions to use and allocate the net proceeds of this
offering. Our management, however, will have significant flexibility and discretion to apply the net proceeds of this offering. If an unforeseen event
occurs or business conditions change, we may use the proceeds of this offering differently than as described in this prospectus. See “Risk Factors—
Risks Related to the ADSs and This Offering—We have not determined a specific use for a portion of the net proceeds from this offering and we may
use these proceeds in ways with which you may not agree.”
Pending any use described above, we plan to invest the net proceeds in short-term, interest-bearing, debt instruments or demand deposits.
In using the proceeds of this offering, we are permitted under PRC laws and regulations as an offshore holding company to provide funding to our
PRC subsidiaries only through loans or capital contributions and to our VIEs only through loans, subject to satisfaction of applicable government
registration and approval requirements. We cannot assure you that we will be able to obtain these government registrations or approvals on a timely
basis, or at all. See “Risk Factors—Risks Relating to Doing Business in China—PRC regulation of loans to and direct investment in PRC entities by
offshore holding companies and governmental control of currency conversion may delay or prevent us from using the proceeds of any financing outside
China to make loans to or make additional capital contributions to our PRC subsidiaries and VIEs, which could materially and adversely affect our
liquidity and our ability to fund and expand our business.” Additionally, while there is no statutory limit on the amount of capital contribution that we
can make to our PRC subsidiaries, loans provided to our PRC subsidiaries and our VIEs in the PRC are subject to certain statutory limits. With respect
to our PRC subsidiaries, the maximum amount of the loans that they can acquire in aggregate from outside China as of December 31, 2018 is (i)
approximately US$52.1 million according to the Total Investment and Registered Capital Balance, as defined in “Regulation—Regulations Related to
Foreign Exchange—Loans by the Foreign Companies to their PRC Subsidiaries;” or (ii) approximately US$62.6 million under the Risk-Weighted
Approach and the Net Asset Limits, as defined in “Regulation—Regulations Related to Foreign Exchange—Loans by the Foreign Companies to their
PRC Subsidiaries.” With respect to our VIEs, the maximum amount of the loans that they can obtain in aggregate from outside China as of December
31, 2018 is approximately US$7.5 million according to the Risk-Weighted Approach and the Net Asset Limits. We are able to use all of the net proceeds
from this offering to fund our PRC subsidiaries through capital contributions, which are not subject to any statutory limit on the amount under PRC laws
and regulations. See “Regulation—Regulations Related to Foreign Exchange—Loans by the Foreign Companies to their PRC Subsidiaries.”
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DIVIDEND POLICY
Our board of directors has discretion on whether to distribute dividends, subject to certain requirements of Cayman Islands law. In addition, our
shareholders may by ordinary resolution declare a dividend, but no dividend may exceed the amount recommended by our board of directors. In either
case, all dividends are subject to certain restrictions under Cayman Islands law, namely that our company may only pay dividends out of profits or share
premium, and provided always that in no circumstances may a dividend be paid if this would result in our company being unable to pay its debts as they
fall due in the ordinary course of business. Even if we decide to pay dividends, the form, frequency and amount will depend upon our future operations
and earnings, capital requirements and surplus, general financial condition, contractual restrictions and other factors that the board of directors may
deem relevant.
We do not have any present plan to pay any cash dividends on our ordinary shares in the foreseeable future after this offering. We currently intend
to retain most, if not all, of our available funds and any future earnings to operate and expand our business.
We are a holding company incorporated in the Cayman Islands. We may rely on dividends from our subsidiaries an consolidated entities in Hong
Kong or China for our cash requirements, including any payment of dividends to our shareholders. PRC regulations may restrict the ability of our PRC
subsidiaries to pay dividends to us. See “Regulation—Regulations on Dividend Distribution.”
If we pay any dividends on our ordinary shares, we will pay those dividends which are payable in respect of the Class A ordinary shares
underlying the ADSs to the depositary, as the registered holder of such Class A ordinary shares, and the depositary then will pay such amounts to the
ADS holders in proportion to the Class A ordinary shares underlying the ADSs held by such ADS holders, subject to the terms of the deposit agreement,
including the fees and expenses payable thereunder. See “Description of American Depositary Shares.” Cash dividends on our ordinary shares, if any,
will be paid in U.S. dollars.
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CAPITALIZATION
The following table sets forth our capitalization as of June 30, 2019:
•

on an actual basis;

•

on a pro forma basis to reflect (i) the redesignation of 122,072,980 ordinary shares beneficially owned by Mr. Chaohui Chen and Mr.
Zhiping Peng into Class B ordinary shares on a one-for-one basis immediately prior to the completion of this offering, (ii) the
redesignation of all of the remaining ordinary shares into Class A ordinary shares on a one-for-one basis immediately prior to the
completion of this offering, (iii) the automatic conversion and the redesignation of all of the remaining issued and outstanding preferred
shares on a one-for-one basis into Class A ordinary shares immediately prior to the completion of this offering; and

•

on a pro forma as adjusted basis to reflect (i) the redesignation of 122,072,980 ordinary shares beneficially owned by Mr. Chaohui Chen
and Mr. Zhiping Peng into Class B ordinary shares on a one-for-one basis immediately prior to the completion of this offering, (ii) the
redesignation of all of the remaining ordinary shares into Class A ordinary shares on a one-for-one basis immediately prior to the
completion of this offering, (iii) the automatic conversion and the redesignation of all of the remaining issued and outstanding preferred
shares on a one-for-one basis into Class A ordinary shares immediately prior to the completion of this offering, and (iv) the sale of
Class A ordinary shares in the form of ADSs by us in this offering at an assumed initial public offering price of US$
per ADS, the
mid-point of the estimated range of the initial public offering price shown on the front cover of this prospectus, after deducting the
underwriting discounts and commissions and estimated offering expenses payable by us, assuming the underwriters do not exercise the
over-allotment option.
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You should read this table together with our consolidated financial statements and the related notes included elsewhere in this prospectus and the
information under “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
As of June 30, 2019

Indebtedness:
Long term borrowing
Mezzanine Equity:
Series A redeemable convertible preferred shares (US$0.00005 par value; 29,000,000 shares authorized, issued
and outstanding on an actual basis; none outstanding on a pro forma or pro forma as adjusted basis)
Total mezzanine equity
Shareholders’ Equity:
Ordinary shares (US$0.00005 par value; 971,000,000 shares authorized, 232,451,900 shares issued and
232,451,900 shares outstanding on an actual basis)
Class A ordinary shares (US$0.00005 par value; No shares authorized, issued and outstanding; 1,700,000,000
shares authorized, 135,676,698 shares issued and outstanding on a pro-forma basis)
Class B ordinary shares (US$0.00005 par value; No shares authorized, issued and outstanding; 200,000,000
shares authorized, 122,072,980 shares issued and outstanding on a pro-forma basis)
Additional paid-in capital(2)(3)
Accumulated other comprehensive income(2)
Accumulated losses
Total shareholders’ equity (2)
Total capitalization(2)
Notes:

(1)
(2)
(3)

Pro
Pro
Forma As
Actual
Forma
Adjusted(1)
(US$ in thousands, except for shares)

909

909

21,706
21,706

—
—

11

—

—

6

—
120,089
742
(105,932)
14,910
85,900

6
141,794
742
(105,932)
36,616
85,900

The pro forma as adjusted information discussed above is illustrative only. Our additional paid-in capital, total shareholders’ equity, and total capitalization following the
completion of this offering are subject to adjustment based on the actual initial public offering price and other terms of this offering determined at pricing.
A US$1.00 increase/(decrease) in the assumed initial public offering price of US$
per ADS, the mid-point of the estimated range of the initial public offering price
shown on the cover page of this prospectus, would increase/(decrease) each of additional paid-in capital, total shareholders’ equity, and total capitalization by US$
million.
The pro forma as adjusted amounts do not include the expense, if any, as a result of the redesignation of certain of our ordinary shares into Class B ordinary shares upon
completion of this offering.
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DILUTION
If you invest in the ADSs, your interest will be diluted to the extent of the difference between the initial public offering price per ADS and our net
tangible book value per ADS after this offering. Dilution results from the fact that the initial public offering price per ordinary share is substantially in
excess of the book value per ordinary share attributable to the existing shareholders for our presently outstanding ordinary shares.
Our net tangible book value as of June 30, 2019 was approximately US$36.0 million, representing US$0.16 per ordinary share or US$
per
ADS as of that date, or US$0.14 per ordinary share and US$
per ADS on a pro forma basis. Net tangible book value represents the amount of our
total consolidated tangible assets, less the amount of our total consolidated liabilities. Pro forma net tangible book value per ordinary share is calculated
after giving effect to the automatic conversion of all of our issued and outstanding convertible preference shares. Dilution is determined by subtracting
pro forma net tangible book value per ordinary share, after giving effect to the additional proceeds we will receive from this offering, from the assumed
initial public offering price of US$
per ordinary share, which is the midpoint of the estimated initial public offering price range set forth on the
front cover of this prospectus adjusted to reflect the ADS-to-ordinary share ratio, and after deducting underwriting discounts and commissions and
estimated offering expenses payable by us. Because the Class A ordinary shares and Class B ordinary shares have the same dividend and other rights,
except for voting and conversion rights, the dilution is presented based on all issued and outstanding ordinary shares, including Class A ordinary shares
and Class B ordinary shares.
Without taking into account any other changes in net tangible book value after June 30, 2019, other than to give effect to our sale of the ADSs
offered in this offering at the assumed initial public offering price of US$
per ADS, which is the midpoint of the estimated initial public offering
price range, after deduction of the underwriting discounts and commissions and estimated offering expenses payable by us, our pro forma as adjusted net
tangible book value as of June 30, 2019 would have been US$
, or US$
per ordinary share and US$
per ADS. This represents an
immediate increase in net tangible book value of US$
per ordinary share and US$
per ADS to the existing shareholders and an immediate
dilution in net tangible book value of US$
per ordinary share and US$
per ADS to investors purchasing ADSs in this offering. The
following table illustrates such dilution:

Assumed initial public offering price
Net tangible book value as of June 30, 2019
Pro forma net tangible book value after giving effect to the conversion of our preferred shares
Pro forma as adjusted net tangible book value after giving effect to the conversion of our preferred shares
and this offering
Amount of dilution in net tangible book value to new investors in this offering

Per
Ordinary
Share

Per ADS

US$
US$
US$

US$
US$
US$

US$
US$

US$
US$

A US$1.00 increase (decrease) in the assumed initial public offering price of US$
per ADS would increase (decrease) our pro forma as
adjusted net tangible book value after giving effect to this offering by US$
, the pro forma as adjusted net tangible book value per ordinary share
and per ADS after giving effect to this offering by US$
per ordinary share and US$
per ADS and the dilution in pro forma as adjusted net
tangible book value per ordinary share and per ADS to new investors in this offering by US$
per ordinary share and US$
per ADS,
assuming no change to the number of ADSs offered by us as set forth on the front cover of this prospectus, and after deducting underwriting discounts
and commissions and estimated offering expenses payable by us.
The following table summarizes, on a pro forma as adjusted basis as of June 30, 2019, the differences between existing shareholders and the new
investors with respect to the number of ordinary shares (in the form of
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ADSs or shares) purchased from us, the total consideration paid and the average price per ordinary share and per ADS paid before deducting the
underwriting discounts and commissions and estimated offering expenses payable by us. The total number of ordinary shares does not include ordinary
shares underlying the ADSs issuable upon the exercise of the over-allotment option granted to the underwriters.
Ordinary Shares
Purchased

Existing shareholders
New investors
Total

Number

Percent

Total Consideration
Amount

US$
US$
US$

Percent

%
%
100.0%

Average
Price Per
Ordinary
Share

US$
US$

Average
Price Per
ADS

US$
US$

The pro forma as adjusted information discussed above is illustrative only. Our net tangible book value following the completion of this offering is
subject to adjustment based on the actual initial public offering price of the ADSs and other terms of this offering determined at pricing.
The discussion and tables above assume no exercise of any share options outstanding as of the date of this prospectus. As of the date of this
prospectus, there are 17,401,720 ordinary shares issuable upon exercise of outstanding share options with exercise prices ranging from of US$0.50 to
US$0.81 per share. To the extent that any of these options are exercised, there will be further dilution to new investors.
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ENFORCEABILITY OF CIVIL LIABILITIES
We are incorporated under the laws of the Cayman Islands as an exempted company with limited liability. We are incorporated in the Cayman
Islands to take advantage of certain benefits associated with being a Cayman Islands exempted company, such as:
•

political and economic stability;

•

an effective judicial system;

•

a favorable tax system;

•

the absence of exchange control or currency restrictions; and

•

the availability of professional and support services.

However, certain disadvantages accompany incorporation in the Cayman Islands. These disadvantages include but are not limited to:
•

the Cayman Islands has a less developed body of securities laws as compared to the United States and these securities laws provide
significantly less protection to investors as compared to the United States; and

•

Cayman Islands companies may not have standing to sue before the federal courts of the United States.

Our constituent documents do not contain provisions requiring that disputes, including those arising under the securities laws of the United States,
between us, our officers, directors and shareholders, be arbitrated.
Substantially all of our assets are located in China and Hong Kong. All of our directors and executive officers are nationals or residents of
jurisdictions other than the United States and most of their assets are located outside the United States. As a result, it may be difficult for a shareholder
to effect service of process within the United States upon these individuals, or to bring an action against us or these individuals in the United States, or to
enforce against us or them judgments obtained in United States courts, including judgments predicated upon the civil liability provisions of the securities
laws of the United States or any state in the United States.
We have appointed
, located at
securities laws of the United States.

, as our agent upon whom process may be served in any action brought against us under the

Cayman Islands
Maples and Calder (Hong Kong) LLP, our counsel as to Cayman Islands law, has advised us that there is uncertainty as to whether the courts of
the Cayman Islands would (i) recognize or enforce judgments of U.S. courts obtained against us or our directors or officers that are predicated upon the
civil liability provisions of the federal securities laws of the United States or the securities laws of any state in the United States, or (ii) entertain original
actions brought in the Cayman Islands against us or our directors or officers that are predicated upon the federal securities laws of the United States or
the securities laws of any state in the United States.
Maples and Calder (Hong Kong) LLP has informed us that although there is no statutory enforcement in the Cayman Islands of judgments
obtained in the federal or state courts of the United States (and the Cayman Islands are not a party to any treaties for the reciprocal enforcement or
recognition of such judgments), the courts of the Cayman Islands will, at common law, recognize and enforce a foreign money judgment of a foreign
court of competent jurisdiction without any re-examination of the merits of the underlying dispute based on the principle that a judgment of a competent
foreign court imposes upon the judgment debtor an obligation to pay the liquidated sum for which such judgment has been given, provided such
judgment (i) is final and conclusive, (ii) is not in respect of taxes, a fine or a penalty; and (iii) was not obtained in a manner and is not of a kind the
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enforcement of which is contrary to natural justice or the public policy of the Cayman Islands. However, the Cayman Islands courts are unlikely to
enforce a judgment obtained from the U.S. courts under civil liability provisions of the U.S. federal securities law if such judgment is determined by the
courts of the Cayman Islands to give rise to obligations to make payments that are penal or punitive in nature. A Cayman Islands court may stay
enforcement proceedings if concurrent proceedings are being brought elsewhere.
PRC
Han Kun Law Offices, our counsel as to PRC law, has advised us that there is uncertainty as to whether the courts of China would:
•

recognize or enforce judgments of United States courts obtained against us or our directors or officers predicated upon the civil liability
provisions of the securities laws of the United States or any state in the United States; or

•

entertain original actions brought in each respective jurisdiction against us or our directors or officers predicated upon the securities laws
of the United States or any state in the United States.

Han Kun Law Offices has further advised us that the recognition and enforcement of foreign judgments are provided for under the PRC Civil
Procedures Law. PRC courts may recognize and enforce foreign judgments in accordance with the requirements of the PRC Civil Procedures Law based
either on treaties between China and the country where the judgment is made or on principles of reciprocity between jurisdictions. China does not have
any treaties or other form of reciprocity with the United States or the Cayman Islands that provide for the reciprocal recognition and enforcement of
foreign judgments. In addition, according to the PRC Civil Procedures Law, courts in the PRC will not enforce a foreign judgment against us or our
directors and officers if they decide that the judgment violates the basic principles of PRC law or national sovereignty, security, or public interest. As a
result, it is uncertain whether and on what basis a PRC court would enforce a judgment rendered by a court in the United States or in the Cayman
Islands. Under the PRC Civil Procedures Law, foreign shareholders may originate actions based on PRC law against a company in China for disputes if
they can establish sufficient nexus to the PRC for a PRC court to have jurisdiction, and meet other procedural requirements, including, among others, the
plaintiff must have a direct interest in the case, and there must be a concrete claim, a factual basis and a cause for the suit. It will be, however, difficult
for U.S. shareholders to originate actions against us in the PRC in accordance with PRC laws because we are incorporated under the laws of the Cayman
Islands and it will be difficult for U.S. shareholders, by virtue only of holding the ADSs or ordinary shares, to establish a connection to the PRC for a
PRC court to have jurisdiction as required under the PRC Civil Procedures Law.
Hong Kong
Guantao & Chow Solicitors and Notaries, our counsel with respect to Hong Kong law, has advised us that there is uncertainty as to whether the
courts of Hong Kong would (1) recognize or enforce judgments of U.S. courts obtained against us or our directors or officers that are predicated upon
the civil liability provisions of the federal securities laws of the United States or the securities laws of any state in the United States, or (2) entertain
original actions brought in Hong Kong against us or our directors or officers that are predicated upon the federal securities laws of the United States or
the securities laws of any state in the United States.
We have been further advised by Guantao & Chow Solicitors and Notaries that judgment of United States courts will not be directly enforced in
Hong Kong. There are currently no treaties or other arrangements providing for reciprocal enforcement of foreign judgments between Hong Kong and
the United States. However, subject to certain conditions, including but not limited to when the judgment is for a definite sum of money in a civil matter
and not in respect of taxes, fines, penalties or similar charges, the judgment is final and conclusive and has not been stayed or satisfied in full, the
judgement is from a competent court, the judgment was not obtained by fraud, misrepresentation or mistake nor obtained in proceedings which
contravenes the rules of natural justice and the enforcement of the judgment is not contrary to public policy in Hong Kong, Hong Kong
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courts may accept such judgment obtained from a United States court as a debt due under the rules of common law. However, a separate legal action for
debt must be commenced in Hong Kong in order to recover such debt from the judgment debtor.
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CORPORATE HISTORY AND STRUCTURE
We commenced our operations by establishing Shenzhen uCloudlink Network Technology Co., Ltd in August 2014 and Beijing uCloudlink New
Technology Co., Ltd. three months later. Our holding company, UCLOUDLINK GROUP INC., was incorporated in August 2014 in the Cayman Islands
to facilitate financing and offshore listing. In September 2014, our holding company established a wholly-owned subsidiary in Hong Kong,
UCLOUDLINK (HK) LIMITED, which is a subsidiary of HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED, an entity through
which we conduct our business operations in Hong Kong.
In January 2015, we established Beijing uCloudlink Technology Co., Ltd., through which we gained control over Shenzhen uCloudlink Network
Technology Co., Ltd and Beijing uCloudlink New Technology Co., Ltd. by entering into a series of contractual arrangements with Shenzhen uCloudlink
Network Technology Co., Ltd and Beijing uCloudlink New Technology Co., Ltd. and their respective shareholders.
In addition, we established the following subsidiaries to perform the following functions of our business:
primarily for marketing and sales:
•

UCLOUDLINK (UK) CO. LTD in the UK in October 2014;

•

Ucloudlink (America), Ltd. in the United States in August 2016;

•

UCLOUDLINK (SINGAPORE) PTE. LTD. in Singapore in May 2017;

•

UCLOUDLINK SDN. BHD. in Malaysia in August 2017;

•

uCloudlink Japan Co., Ltd. in Japan in March 2018;

primarily for technology research and development:
•

Shenzhen Ucloudlink Technology Limited in China in July 2015; and

primarily for hardware exportation:
•

Shenzhen uCloudlink Co., Ltd in China in June 2018.

We refer to Beijing uCloudlink Technology Co., Ltd. as Beijing uCloudlink, to Shenzhen uCloudlink Network Technology Co., Ltd as Shenzhen
uCloudlink, and to Beijing uCloudlink New Technology Co., Ltd. as Beijing Technology. We refer to Shenzhen uCloudlink and Beijing Technology
collectively as our VIEs in this prospectus. Our contractual arrangements with our VIEs and their shareholders allow us to (i) exercise effective control
over our VIEs, (ii) receive substantially all of the economic benefits of our VIEs, and (iii) have an exclusive option to purchase or designate any third
party to purchase all or part of the equity interests in and assets of our VIEs when and to the extent permitted by PRC law. For more details, including
risks associated with the VIE structure, please see “—Agreements that provide us with effective control over our VIEs,” “—Agreements that allow us to
receive economic benefits from our VIEs,” “—Agreements that provide us with the option to purchase the equity interests in and assets of our VIEs,”
and “Risk Factors—Risks Related to Our Corporate Structure.”
As a result of our direct ownership in Beijing uCloudlink and the VIE contractual arrangements, we are regarded as the primary beneficiary of our
VIEs, and we treat them and their subsidiaries as our consolidated affiliated entities under U.S. GAAP. We have consolidated the financial results of our
VIEs and their respective subsidiaries with our consolidated financial statements in accordance with U.S. GAAP.
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The chart below summarizes our corporate structure and identifies our principal subsidiaries, our VIEs and their principal subsidiaries
immediately upon the completion of this offering, assuming no exercise of the over-allotment option granted to the underwriters:

Note:

(1)
(2)

Through contractual arrangements, one of our employees holds the equity interest in the entity on behalf of us, and we have consolidated its financial results in our
consolidated financial statements in accordance with U.S. GAAP.
Chaohui Chen our founder, director and chief executive officer, and Zhiping Peng, our founder and chairman of board of directors, each holds 50.17% and 49.67% of the
equity interests in Beijing Technology, respectively. Both of them are beneficial owners of our company. Four other beneficial owners of our company, namely, Wen Gao,
Zhongqi Kuang, Baixing Wang and Xingya Qiu, hold an aggregate of 0.16% of the equity interest in Beijing Technology. Mr. Wen Gao serves as our chief sales officer, and
Mr. Zhongqi Kuang serves as our chief supply chain officer.
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Contractual Arrangements with Our VIEs and Their Respective Shareholders
Agreements that provide us with effective control over our VIEs
Business Operation Agreements and Powers of Attorney. Pursuant to the Business Operation Agreement dated January 27, 2015, among Beijing
uCloudlink, Shenzhen uCloudlink and Beijing Technology, which is the sole shareholder of Shenzhen uCloudlink, Shenzhen uCloudlink and Beijing
Technology undertake that without Beijing uCloudlink’s prior written consent, Shenzhen uCloudlink shall not enter into any transactions that may have
a material effect on Shenzhen uCloudlink’s assets, business, personnel, obligations, rights or business operations. Shenzhen uCloudlink and Beijing
Technology agree that to the extent permitted by law, they will accept and unconditionally execute instructions from Beijing uCloudlink on business
operations. Shenzhen uCloudlink and Beijing Technology also agree to elect directors nominated by Beijing uCloudlink and such directors shall
nominate officers designated by Beijing uCloudlink. The business operation agreement will remain effective until the dissolution of Shenzhen
uCloudlink and Beijing Technology correspondingly, the term of which will be extended if Beijing uCloudlink’s business term is extended or as required
by Beijing uCloudlink.
On January 27, 2015, Beijing Technology executed a power of attorney to irrevocably authorize Beijing uCloudlink, or any person designated by
Beijing uCloudlink, to act as its attorney-in-fact to exercise all of its rights as a shareholder of Shenzhen uCloudlink, including, but not limited to, the
power to participate in and vote at shareholder’s meetings, the power to nominate and appoint the directors, senior management, and other shareholders’
voting rights. The power of attorney will remain effective from the date of execution until the earlier of the liquidation of Shenzhen uCloudlink or the
termination of the business operation agreement and can be extended upon request by Beijing uCloudlink.
On July 10, 2019, Beijing uCloudlink, Beijing Technology, and its shareholders entered into an amended business operation agreement, and all of
the shareholders of Beijing Technology jointly executed a power of attorney, which contained terms substantially similar to the business operation
agreement and power of attorney by and among Beijing uCloudlink, Shenzhen uCloudlink and Beijing Technology described above.
Equity Interest Pledge Agreements. Pursuant to equity interest pledge agreement dated January 27, 2015, among Beijing uCloudlink, Shenzhen
uCloudlink and Beijing Technology, Beijing Technology has pledged 100% equity interests in Shenzhen uCloudlink to Beijing uCloudlink to guarantee
performance by Shenzhen uCloudlink and Beijing Technology of their obligations under the option agreement, the exclusive technology consulting and
services agreement, the business operation agreement and power of attorney they entered into. In the event of a breach by Shenzhen uCloudlink or its
shareholder of contractual obligations under these contractual arrangements, Beijing uCloudlink, as pledgee, will have the right to dispose of the
pledged equity interests in Shenzhen uCloudlink and will have priority in receiving the proceeds from such disposal. Beijing Technology also covenants
that, without the prior written consent of Beijing uCloudlink, it will not dispose of, create or allow any encumbrance on the pledged equity interests. The
equity interest pledge agreement will remain effective until the pledgees fulfill all the obligations under relevant agreements and upon the written
consent of pledger.
On July 10, 2019, Beijing uCloudlink, Beijing Technology, and its shareholders entered into an amended equity interest pledge agreement, which
contained terms substantially similar to the equity interest pledge agreement by and among Beijing uCloudlink, Shenzhen uCloudlink and Beijing
Technology described above.
As of the date of this prospectus, we have completed the registration of the equity interest pledge under the equity interest pledge agreement in
relation to Shenzhen uCloudlink and Beijing Technology with the relevant office of State Administration of Market Regulation in accordance with the
PRC Property Rights Law.
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Agreements that allow us to receive economic benefits from our VIEs
Exclusive Technology Consulting and Services Agreements. Pursuant to the exclusive technology consulting and services agreement dated
January 27, 2015, between Beijing uCloudlink and Shenzhen uCloudlink, Beijing uCloudlink has the exclusive right to provide Shenzhen uCloudlink
with operational supports as well as consulting and technical services required by Shenzhen uCloudlink’s business. Without Beijing uCloudlink’s prior
written consent, Shenzhen uCloudlink may not accept the same or similar technology consulting and services provided by any third party during the
term of the agreement. Shenzhen uCloudlink agrees to pay Beijing uCloudlink service fees at an amount determined by Beijing uCloudlink based on the
standard as indicated in the agreement, which should be paid within ten business days upon receipt of invoice from Beijing uCloudlink. Beijing
uCloudlink has the exclusive ownership of all the intellectual property rights created as a result of the performance of the exclusive technology
consulting and services agreement.
On July 10, 2019, Beijing uCloudlink and Beijing Technology entered into an amended exclusive technology consulting and services agreement,
which contains terms substantially similar to the exclusive technology consulting and services agreement between Beijing uCloudlink and Shenzhen
uCloudlink described above.
Agreements that provide us with the option to purchase the equity interests in and assets of our VIEs
Option Agreements. Pursuant to the option agreement dated January 27, 2015, among Beijing uCloudlink, Shenzhen uCloudlink and Beijing
Technology, Beijing Technology has irrevocably granted Beijing uCloudlink or any person designated by it an exclusive option to purchase all or part of
its equity interests in Shenzhen uCloudlink. Beijing uCloudlink or its designated person may exercise such options at the price of RMB1.00 or the
lowest price permitted under applicable PRC law. Shenzhen uCloudlink and the shareholder of Shenzhen uCloudlink covenant that, without Beijing
uCloudlink’s prior written consent, they will not, among other things, (i) create any pledge or encumbrance on their equity interests in Shenzhen
uCloudlink, (ii) transfer or otherwise dispose of their equity interests in Shenzhen uCloudlink, (iii) change Shenzhen uCloudlink’s registered capital,
(iv) amend Shenzhen uCloudlink’s articles of association, (v) dispose of Shenzhen uCloudlink’s material assets or enter into any material contract
(except in the ordinary course of business or with Beijing uCloudlink’s prior written consent), (vi) pay any dividends to the shareholder of Shenzhen
uCloudlink in any forms; or (vii) merge Shenzhen uCloudlink with any other entity or acquire equity interest or invest in any other entity.
On July 10, 2019, Beijing uCloudlink, Beijing Technology, and its shareholders entered into an amended option agreement, which contained terms
substantially similar to the option agreement by and among Beijing uCloudlink, Shenzhen uCloudlink and Beijing Technology described above.
Spousal Consent Letters. The spouses of the shareholders of Beijing Technology, if applicable, have each signed a spousal consent letter agreeing
that the equity interests in Beijing Technology held by and registered under the name of the respective shareholders will be disposed pursuant to the
contractual agreements with Beijing uCloudlink. Each spouse agreed not to assert any rights over the equity interest in Beijing Technology held by the
respective shareholder.
In the opinion of Han Kun Law Offices, our PRC legal counsel:
•

the ownership structures of our VIEs in China and Beijing uCloudlink, both currently and immediately after giving effect to this offering,
are not in violation of applicable PRC laws and regulations currently in effect; and

•

the contractual arrangements between Beijing uCloudlink, our VIEs and their respective shareholders governed by PRC law are valid,
binding and enforceable, and will not result in any violation of applicable PRC laws and regulations currently in effect.

However, our PRC legal counsel has also advised us that there are substantial uncertainties regarding the interpretation and application of current
and future PRC laws, regulations and rules. Accordingly, the PRC
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regulatory authorities may take a view that is contrary to the opinion of our PRC legal counsel. It is uncertain whether any new PRC laws or regulations
relating to variable interest entity structures will be adopted or if adopted, what they would provide. If we or any of our VIEs are found to be in violation
of any existing or future PRC laws or regulations, or fail to obtain or maintain any of the required permits or approvals, the relevant PRC regulatory
authorities would have broad discretion to take action in dealing with such violations or failures. See “Risk Factors—Risks Related to Our Corporate
Structure—If the PRC government finds that the agreements that establish the structure for operating certain of our operations in China do not comply
with PRC regulations relating to the relevant industries, or if these regulations or the interpretation of existing regulations change in the future, we could
be subject to severe penalties or be forced to relinquish our interests in those operations.” and “Risk Factors—Risks Relating to Doing Business in China
—Uncertainties exist with respect to the interpretation and implementation of the newly enacted PRC Foreign Investment Law and how it may impact
the viability of our current corporate structure, corporate governance and business operations.”
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SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA
The following selected consolidated statements of comprehensive loss data for the years ended December 31, 2017 and 2018, selected
consolidated balance sheets data as of December 31, 2017 and 2018 and selected consolidated statements of cash flow data for the years ended
December 31, 2017 and 2018 have been derived from our audited consolidated financial statements included elsewhere in this prospectus. The following
selected consolidated statements of comprehensive loss data for the six months ended June 30, 2018 and 2019, selected consolidated balance sheet data
as of June 30, 2019 and selected consolidated statements of cash flow data for the six months ended June 30, 2018 and 2019 have been derived from our
unaudited interim condensed consolidated financial statements included elsewhere in this prospectus. Our consolidated financial statements are prepared
and presented in accordance with accounting principles generally accepted in the United States of America, or U.S. GAAP. Our historical results are not
necessarily indicative of results expected for future periods. You should read this Selected Consolidated Financial and Operating Data section together
with our consolidated financial statements and the related notes and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” included elsewhere in this prospectus.

Selected Consolidated Statements of Comprehensive Loss Data:
Revenues
Revenues from services
Sales of products
Total revenues
Cost of revenues
Cost of services
Cost of products sold
Total cost of revenues
Gross profit
Research and development expenses
Sales and marketing expenses
General and administrative expenses(1)
Other income, net
Loss from operations
Interest income
Interest expense
Loss before income tax
Income tax expenses
Share of loss in equity method investment, net of tax
Net loss
Accretion of Series A-2 ordinary shares and Series A Preferred Shares
Allocation to Series A-2 ordinary shares
Net loss attributable to ordinary shareholders of the Company
Net loss
Other comprehensive income/(loss), net of tax
Foreign currency translation adjustment
Total comprehensive loss
Loss per share attributable to ordinary shareholders of the Company
Basic and diluted
Net loss per ADS(2)
Basic and diluted
Weighted average number of ordinary shares used in computing net loss per
share
Basic and diluted
Non-GAAP Financial Measures(3)
Adjusted net loss
Adjusted EBITDA

For the Year Ended December 31,
For the Six Months Ended June 30,
2017
2018
2018
2019
(US$ in thousands)
67,142
18,703
85,845

88,448
37,951
126,399

42,160
19,857
62,017

41,488
19,094
60,582

(40,621)
(15,692)
(56,313)
29,532
(13,255)
(17,673)
(16,186)
1,447
(16,135)
174
(3,299)
(19,260)
—
—
(19,260)
(3,121)
1,431
(20,950)
(19,260)

(46,074)
(34,170)
(80,244)
46,155
(20,401)
(29,658)
(19,919)
658
(23,165)
435
(3,385)
(26,115)
—
(442)
(26,557)
(2,209)
—
(28,766)
(26,557)

(23,392)
(17,330)
(40,722)
21,295
(7,970)
(12,414)
(8,028)
(999)
(8,116)
131
(2,246)
(10,231)
—
—
(10,231)
(1,106)
—
(11,337)
(10,231)

(17,929)
(15,501)
(33,430)
27,152
(8,019)
(11,058)
(9,745)
1,049
(621)
159
(195)
(657)
—
—
(657)
(1,269)
—
(1,926)
(657)

91
(19,169)

(537)
(27,094)

(316)
(10,547)

68
(589)

(0.17)

(0.16)

(0.07)

(0.01)

124,473,486
(13,680)
(4,683)

81

185,370,982
(24,275)
(15,132)

—

—

162,276,569

232,451,900

(8,762)
(3,430)

(488)
1,353
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Notes:

(1)
(2)
(3)

Including share-based compensation of US$5.6 million, US$2.3 million and US$0.2 million in 2017, 2018 and the six months ended June 30, 2019, respectively, which relate
to restricted shares held by certain of our senior management. As of June 30, 2019, there was US$37.9 million of unrecognized share-based compensation expense related to
granted share options.
Each ADS represents
ordinary shares.
See “Prospectus Summary—Summary Consolidated Financial and Operating Data—Non-GAAP Financial Measures.”

The following table presents our selected consolidated balance sheet data as of December 31, 2017 and 2018 and June 30, 2019:
As of December 31,
2017

Selected Consolidated Balance Sheets Data:
Cash and cash equivalents
Accounts receivable, net
Inventories
Prepayments and other current assets
Total assets
Accrued expenses and other liabilities
Accounts payables
Convertible bonds
Total liabilities
Total mezzanine equity
Total shareholders’ (deficit) equity
Total liabilities, mezzanine equity and shareholders’ (deficit) equity

As of June 30,
2019

2018
(US$ in thousands)

49,102
13,676
4,986
8,086
89,325
15,849
10,286
70,254
99,699
18,228
(28,602)
89,325

36,464
16,631
12,020
10,423
80,505
18,755
12,673
—
43,469
20,437
16,599
80,505

37,458
16,407
12,843
10,787
85,900
21,870
14,627
—
49,284
21,706
14,910
85,900

The following table presents our selected consolidated cash flow data for the periods indicated:
For the Year Ended
December 31,

For the Six Months
Ended June 30,

2017

2018

2018

2019

(US$ in thousands)

Selected Consolidated Cash Flow Data:
Net cash (used in)/generated from operating activities
Net cash used in investing activities
Net cash generated from financing activities
Increase/(decrease) in cash, cash equivalents and restricted cash
Effect of exchange rates on cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of year/period
Cash, cash equivalents and restricted cash at end of year/period

(7,218)
(4,956)
59,433
47,259
420
9,127
56,806

(19,472)
(4,569)
4,421
(19,620)
(559)
56,806
36,627

(13,816)
(3,778)
5,361
(12,233)
(298)
56,806
44,275

4,403
(1,209)
1,516
4,710
45
36,627
41,382

The following table presents certain of our operating data for the periods indicated:

Selected Operating Data:
Average daily active terminals (including GlocalMe Inside
apps)
Average daily data usage per active terminal (in
megabytes)

For the Year Ended December 31,
2017
2018

For the Six Months Ended June 30,
2018
2019

65,300

113,000

100,890

145,704

390

700

638

1,001

82

Table of Contents

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
You should read the following discussion and analysis of our financial condition and results of operations in conjunction with the section entitled
“Selected Consolidated Financial Data” and our consolidated financial statements and the related notes included elsewhere in this prospectus. This
discussion contains forward-looking statements that involve risks and uncertainties about our business and operations. Our actual results and the timing
of selected events may differ materially from those anticipated in these forward-looking statements as a result of various factors, including those we
describe under “Risk Factors” and elsewhere in this prospectus. See “Special Note Regarding Forward-Looking Statements.”
Overview
We are the world’s first and leading mobile data traffic sharing marketplace, according to Frost & Sullivan. We are the pioneer of introducing the
sharing economy business model into the telecommunications industry, creating a marketplace for mobile data traffic. Leveraging our innovative cloud
SIM technology and architecture, we redefine the mobile data connectivity experience, allowing users to gain access to mobile data traffic allowance
shared by network operators on our marketplace. As of June 30, 2019, we had aggregated mobile data traffic allowances from 271 MNOs in 143
countries and regions in our cloud SIM architecture. Total data consumed through our platform were approximately 9,000 and 28,000 terabytes in 2017
and 2018, respectively, and were approximately 11,000 and 25,000 terabytes in the six months ended June 30, 2018 and 2019, respectively.
Our innovative cloud SIM technology sets the technological foundation of our marketplace, which is built upon our cloud SIM architecture. We
have developed our proprietary cloud SIM technology based on remote SIM connection, which means that SIM cards are not embedded in the mobile
terminals but remotely connected on the cloud. Leveraging our cloud SIM technology and architecture, we provide mobile data connectivity services
with reliable connection, high speed and competitive price, and allow users to enjoy a superior seamless mobile connectivity experience. We have
transformed the traditional telecommunication business model, where users can only access the wireless network provided by their contracted MNOs
and are not able to use the networks of other local MNOs. By giving users access to our distributed SIM card pool, we free users from this exclusivity,
and give them the freedom to access the mobile networks of other MNOs without physically changing SIM cards wherever they are in the world as long
as it is one of the 143 countries and regions we cover. As a result, we have accumulated a large and active user base.
We operate our business under what we refer to as uCloudlink 1.0 and uCloudlink 2.0 models, and plan to launch uCloudlink 3.0 model in the
future.
•

uCloudlink 1.0. Our uCloudlink 1.0 model, which started in 2014, focuses on cross-border travelers that need mobile data connectivity
services across different countries. We offer portable Wi-Fi services under our own Roamingman brand in China, Malaysia and Singapore
to provide global mobile data connectivity services. We also offer GlocalMe portable Wi-Fi terminals and provide our cloud SIM
architecture to business partners such as MVNOs, MNOs and portable Wi-Fi terminal rental companies for them to offer global mobile
data connectivity services directly to their users. Our GlocalMe Inside implementation in smartphones and other smart terminals also
supports cross-border mobile data connectivity within uCloudlink 1.0 model.

•

uCloudlink 2.0. Our uCloudlink 2.0 model aims to provide mobile data connectivity services to local users across different MNOs in a
single country. We develop GlocalMe Inside implementation for smartphones and other smart hardware terminals, enabling them to obtain
access to our cloud SIM architecture and use our globally distributed SIM card pool. Our solution enables smartphone users or smart
hardware terminals to use our mobile data connectivity services without a separate Wi-Fi router.
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•

uCloudlink 3.0. We anticipate that under our proposed uCloudlink 3.0 model, users may share and trade their unused data packages
through our cloud SIM architecture, which will create a data traffic sharing marketplace. We have tested the data allowance sharing among
users in trials, and are technologically ready to launch the uCloudlink 3.0 model.

We have grown rapidly in recent years. We generate revenues primarily from our mobile data connectivity services and hardware terminals that
incorporate the services. Our revenues increased by 47.2% from US$85.8 million in 2017 to US$126.4 million in 2018. Our revenues were US$62.0
million and US$60.6 million in the six months ended June 30, 2018 and 2019, respectively. Our gross margin increased from 34.4% in 2017 to 36.5% in
2018, and further to 44.8% in the six months ended June 30, 2019. We had a net loss of US$19.3 million and US$26.6 million in 2017 and 2018,
respectively, and of US$10.2 million and US$0.7 million in the six months ended June 30, 2018 and 2019, respectively. Our adjusted net loss, a
non-GAAP measure defined as net loss excluding share-based compensation was US$13.7 million and US$24.3 million in 2017 and 2018, respectively,
and was US$8.8 million and US$0.5 million in the six months ended June 30, 2018 and 2019, respectively. Our adjusted EBITDA, another non-GAAP
measure defined as net loss excluding share of loss in equity method investment net of tax, interest expense, depreciation and amortization, and sharebased compensation, was negative US$4.7 million and negative US$15.1 million in 2017 and 2018, respectively, and was negative US$3.4 million and
US$1.4 million in the six months ended June 30, 2018 and 2019, respectively. See “Prospectus Summary—Summary Consolidated Financial and
Operating Data—Non-GAAP Financial Measures.”
Key Factors Affecting Our Results of Operations
Our results of operations and financial condition are affected by the general factors driving global mobile data connectivity service industry,
including, among others, overall economic growth of major economies, the increase in per capita disposable income, the expansion of urbanization, the
growth in consumer spending and consumption upgrades, the penetration of mobile internet and increasing population of mobile internet users, the
growth of cross-border travels, as well as competition and telecommunications regulations. Unfavorable changes in any of these general industry
conditions could negatively affect demand for our products and services and materially and adversely affect our results of operations.
While our business is influenced by these general factors, our results of operations are more directly affected by company specific factors,
including the following major factors:
•

innovative monetization models offering mobile data connectivity services;

•

our ability to increase our user base and usage of our mobile data connectivity services;

•

efficient data allowance procurement;

•

the mix of our product and service offerings;

•

our ability to improve our margins; and

•

further penetration into international markets.

Innovative monetization models offering mobile data connectivity services
We create and develop various monetization models as our company evolves. We started to conduct our business under uCloudlink 1.0 model in
2014, which focuses on cross-border travelers that need mobile data connectivity services across different countries. We offer Roamingman portable
Wi-Fi services and directly sell smart terminals to provide global mobile data connectivity services. We also offer smart terminals and provide our cloud
SIM architecture to business partners such as MVNOs and MNOs for them to offer global mobile data connectivity services directly to their users. We
will continue to penetrate into other markets outside of China to further drive the growth of international mobile data connectivity services under
uCloudlink 1.0 model.
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While continuing to generate revenues from uCloudlink 1.0 model, we developed uCloudlink 2.0 model in 2018, which aims to provide mobile
data connectivity services to local users across different MNOs in a single country. We develop GlocalMe Inside implementation for smartphones and
other smart hardware products, enabling them to obtain access to our cloud SIM architecture and use our distributed SIM card pool. Users of GlocalMe
Inside-embedded terminals can enjoy reliable and high-speed data connectivity experience at competitive cost, and they have the flexibility to create and
customize their own data packages based on their needs and budgets, which in turn enables us to acquire and develop users rapidly. We strive to
collaborate with more business partners to increase the number of smartphone models and terminals with GlocalMe Inside implementation. Due to
enormous local mobile data market opportunities, we expect that uCloudlink 2.0 model will drive the growth of our user base and revenues and
contribute an increasingly larger portion of our total revenues.
Our ability to increase our user base and usage of our mobile data connectivity services
Growth in our user base, as measured by the number of terminals with our mobile data connectivity services activated, and the usage of our
mobile data connectivity services are key drivers of our revenue growth. Our total revenues increased by 47.2% from US$85.8 million in 2017 to
US$126.4 million in 2018. Our revenues were US$62.0 million and US$60.6 million in the six months ended June 30, 2018 and 2019, respectively. Our
revenues from data connectivity services, accounting for a substantial majority of our total revenues, increased by 26.8% from US$65.1 million in 2017
to US$82.5 million in 2018. Our revenues from data connectivity services were US$40.0 million and US$37.3 million in the six months ended June 30,
2018 and 2019, respectively. Our average daily active terminals increased by 73.0% from approximately 65,300 in 2017 to 113,000 in 2018, and
increased by 44.4% from approximately 100,900 in the six months ended June 30, 2018 to 145,700 in the six months ended June 30, 2019. The average
daily data usage per active terminal increased by 79.5% from 390 megabytes in 2017 to 700 megabytes in 2018, and increased by 56.3% from 640
megabytes in the six months ended June 30, 2018 to 1,000 megabytes in the six months ended June 30, 2019. We plan to continue to increase the
number of terminals and data usage by entering into new markets through cooperating with successful local business partners, and by penetrating further
into current markets by expanding service offerings, offering more bundling and promotional data packages, and conducting more active branding and
marketing activities. We will continue to promote the adoption of GlocalMe Inside implementations by actively developing strategic partnerships with
leading smartphone companies. As of the date of this prospectus, we have partnered with three smartphone companies globally for GlocalMe Inside
implementation, resulting in approximately 480,000 third-party smartphones that can access our mobile data connectivity service, among which about
28,180 had our function activated. We will continue to promote GlocalMe Inside to make it a standard configuration for mobile terminals, which will
drive the growth of our user base and usage of our mobile data connectivity services, and enable us to capture the massive opportunities in local mobile
data markets. The growth of our user base and data usage will lead to the increased revenues from data connectivity services.
Efficient data allowance procurement
Efficient data procurement is a key factor for managing our cost of revenues. Our gross margins relating to data connectivity services increased
from 37.6% in 2017 to 44.2% in 2018, and further to 52.0% in the six months ended June 30, 2019. Our costs incurred from data procurement accounted
for 72.1%, 57.4% and 53.6% of our total cost of revenues in 2017, 2018 and the six months ended June 30, 2019, respectively. Our data sources include
MNOs and their sales channels, MVNOs, and other SIM-card trading companies, covering mobile data markets in 143 countries and regions. We use a
mobile data demand prediction model to plan for data procurement, which looks at seasonality, regions and countries, network performance and other
features to predict users’ data demand at a specific time in a geographic area. The prediction from modeling guides us on purchasing data SIM cards to
cover the dynamic data demand, optimizing the data procurement efficiency. As we have accumulated a larger number of data allowance providers as
our data sources, we possess increasingly stronger bargaining power during the negotiation due to competition among data allowance providers. Data
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allowance providers are more willing to offer us leftover data with lower price, attracted by our unique value propositions to them. As our user base
grows, larger demand for data also drives up our bargaining power with data suppliers. The efficiency of data procurement will continuously impact our
cost of revenues and overall business performance. We expect that our uCloudlink 2.0 model will allow us to maximize the usage of the data allowances
procured and improve the efficiency of data connectivity service marginal unit cost, and that our uCloudlink 3.0 model that relies on user-shared data
allowances has the potential to further decrease data connectivity service marginal unit cost.
The mix of our product and service offerings
Our gross margin is mainly affected by the mix of data connectivity services and sales of terminals. Our gross margin improved from 34.4% in
2017 to 36.5% in 2018, and further to 44.8% in the six months ended June 30, 2019. Our services had a gross margin of 39.5%, 47.9% and 56.8% in
2017, 2018 and the six months ended June 30, 2019, respectively, while our sales of products had a gross margin of 16.1%, 10.0% and 18.8% in the
same periods, respectively. Our ability to increase our gross margin depends on our ability to expand data connectivity services by developing
innovative monetization models. Our gross margin is also affected by the mix of international and local mobile data connectivity services that we
provide. We actively develop strategic partnerships with leading smartphone companies to increase the number of GlocalMe Inside-enabled
smartphones. When smartphone companies implement GlocalMe Inside as a feature in their smartphones, their users may take advantage of our global
and local mobile data connectivity services without changing physical SIM cards or connecting to a separate Wi-Fi router. This expands our user base
for our data connectivity business, and creates more revenues for smartphone companies through offering a portion of our data revenues to smartphone
companies as commissions. The typical term of our agreements with smartphone companies is one year, under which the smartphone companies are
responsible for pre-installing our GlocalMe app and sales and marketing of their smartphones, and we are responsible for the development,
implementation and maintenance of cloud SIM technology and providing customer supports. We collect user payments when they purchase data
packages through the pre-installed app and will pay the smartphone companies a pre-determined percentage of such payments we received as
commissions. Although we do not directly sell any hardware in connection with GlocalMe Inside, we will enjoy increasing data revenue streams from
the growing base of GlocalMe Inside handsets. As of the date of this prospectus, we have partnered with three smartphone companies globally for
GlocalMe Inside implementation, resulting in approximately 480,000 third-party smartphones that can access our mobile data connectivity service,
among which about 28,180 had our function activated. We will continue to promote GlocalMe Inside to make it a standard configuration for mobile
terminals.
Our ability to improve our margins
Our ability to achieve profitability is dependent on our ability to further improve our operational efficiency and reduce the total operating expenses
as a percentage of our revenues. We will continue to enhance our research and development efforts to enhance our cloud SIM technology and
architecture, develop and upgrade our products and services, optimize our data traffic usage, and improve data procurement and operational efficiency.
Our research and development expenses accounted for 29.0%, 29.4% and 28.9% of our total operating expenses in 2017, 2018 and six months ended
June 30, 2019, respectively. Our cloud SIM architecture and platform have been designed and built to power our growth as we scale to meet demands
from our expanding customer base. As our business grows, we expect to continue to leverage the scalability of our business model, improve the
efficiency and utilization of our personnel, and thus enjoy higher operating leverage. In addition, our ability to improve operational efficiency depends
on our ability to optimize sales and marketing efforts. Currently, we expand our customer base and increase the spending by existing customers through
establishing our own brand recognition and exploring more business partners around the globe. We will also utilize the insights we gain from data
analytics to guide our operational activities to improve our margins.
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Further penetration into international markets
We have experienced significant growth in the sales of our services and products in international markets. As of June 30, 2019, our data
connectivity services and hardware products were offered in 143 countries and regions, compared to 140 countries and regions as of December 31, 2018.
Under current uCloudlink 1.0 model, our portable Wi-Fi terminals are available in Malaysia and Singapore through our own Roamingman brand, and in
37 countries through our business partners, as of June 30, 2019. Leveraging on the local operation knowledge and established brand names of our
business partners, we are able to penetrate into different markets and regions more effectively, accelerating the adoption of our products and services on
a global scale. We believe our global opportunity is significant, and we will continue to expand our data connectivity services in selected local markets
by collaborating with local business partners under uCloudlink 2.0 model. We have partnered with smartphone companies for GlocalMe Inside
implementation in China, Philippines and Indonesia. We are planning to deploy GlocalMe Inside in Europe. We believe that our expansion and
penetration into selected local markets will not only drive our revenue growth but also diversify our revenue streams across geographic regions.
Key Components of Results of Operations
Revenues
We generate revenues from services and sales of products. The following table sets forth the components of our revenues by amounts and
percentages of our total revenues for the periods presented:

Revenues:
Revenues from services
—Data connectivity services
International data connectivity services
Local data connectivity services
—PaaS and SaaS services
—Others
Revenues from services
Sales of products
—Sales of terminals
—Sales of data related products
—Others
Sales of products
Total revenues

For the Year Ended December 31,
For the Six Months Ended June 30,
2017
2018
2018
2019
US$
%
US$
%
US$
%
US$
%
(in thousands, except for percentages)

65,081
65,081
1,835
226
67,142

75.8
75.8
0.0
2.1
0.3
78.2

82,543
82,032
511
5,047
858
88,448

65.3
64.9
0.4
4.0
0.7
70.0

40,034
39,873
161
2,057
69
42,160

64.6
64.3
0.3
3.3
0.1
68.0

37,316
36,920
396
3,501
671
41,488

61.6
60.9
0.7
5.8
1.1
68.5

16,073
2,624
6
18,703
85,845

18.7
3.1
0.0
21.8
100.0

25,595
12,148
208
37,951
126,399

20.2
9.6
0.2
30.0
100.0

14,631
5,225
1
19,857
62,017

23.6
8.4
0.0
32.0
100.0

15,871
3,196
27
19,094
60,582

26.2
5.3
0.0
31.5
100.0

Revenues from services
Our revenues from services mainly consist of data connectivity services, including international data connectivity services and local data
connectivity services, and PaaS and SaaS services.
Data connectivity services. Our data connectivity services revenues include revenues from international data connectivity services and local data
connectivity services.
We generate international data connectivity services revenues from (i) data service fees from providing portable Wi-Fi to users under our service
model with Roamingman brand, (ii) data service fees generated from
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sales of data connectivity services to business partners, and (iii) certain retail sales of data connectivity services. We charge users service fee for data
connectivity services for Roamingman brand, typically on a daily basis. We sell our data connectivity services as part of the portable Wi-Fi and smart
terminals to our business partners and charge the business partners data service fees.
We generate local data connectivity services revenues from (i) data service fees generated from sales of data connectivity services to business
partners and (ii) retail sales of data connectivity services, that can be used with our GlocalMe portable Wi-Fi terminals, GlocalMe Inside and GlocalMe
World Phones through online platforms.
In 2017, 2018 and the six months ended June 30, 2019, we generated substantially all of our revenues from data connectivity services from our
international data connectivity services under uCloudlink 1.0 model. As we further expand our business through GlocalMe Inside implementation under
uCloudlink 2.0 model, we expect that our local data connectivity services revenues will increase in the foreseeable future.
PaaS and SaaS services. Revenues from Platform-as-a-Service, or PaaS, or Software-as-a-Service, or SaaS, services mainly consist of fees
generated from providing cloud SIM platform as a service to business partners and other ancillary platform services. We provide our cloud SIM platform
as a service to business partners, enabling them to manage their data resources. Business partners using the platform are charged service fees for the use
of the cloud SIM platform services. We expect that revenues from our PaaS and SaaS services will increase in the future, as an increasing number of
business partners are hosting and managing an increasing number of SIM cards on our platform.
Sales of Products
Our sales of products mainly consist of sales of terminals and sales of data related products.
Sales of terminals. We generate revenues from selling hardware terminals, including GlocalMe portable Wi-Fi terminals, GlocalMe World Phone
series and IoT modules, to enterprise and retail users and business partners.
Sales of data related products. We generate revenues from selling SIM cards with prepaid data packages that can be used outside of China, which
effectively help us grow our user base and data usage among travellers and cross-sell our other products and services.
In terms of revenue contribution, China, Japan, Hong Kong, Taiwan, North America, Southeast Asia and Europe are the top geographies
according to the location of customers, which contributed 49%, 19%, 10%, 6%, 5%, 5% and 3% of our total revenues in 2018, respectively, and
contributed 42%, 33%, 3%, 4%, 8%, 7% and 3% in the six months ended June 30, 2019, respectively.
Cost of revenues
The following table sets forth the components of our cost of revenues by amounts and percentages of cost of revenues for the periods presented:

Cost of revenues:
Cost of services
Cost of products sold
Total cost of revenues

For the Year Ended December 31,
For the Six Months Ended June 30,
2017
2018
2018
2019
US$
%
US$
%
US$
%
US$
%
(in thousands, except for percentages)

(40,621)
(15,692)
(56,313)
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72.1
27.9
100.0

(46,074)
(34,170)
(80,244)

57.4
42.6
100.0

(23,392)
(17,330)
(40,722)

57.4
42.6
100.0

(17,929)
(15,501)
(33,430)

53.6
46.4
100.0
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Cost of revenue consists primarily of data connectivity service costs, cost of inventory, logistics costs, depreciation and maintenance costs for
equipment, product replacement costs, payment processing fees and other related incidental expenses that are directly attributable to our principal
operations.
Cost of services. Cost of services consists primarily of (i) expenditure on data procurement to support uCloudlink 1.0 and 2.0 models, and (ii)
depreciations of our GlocalMe portable Wi-Fi terminals mainly under the Roamingman brand.
Cost of products sold. Cost of products sold consists primarily of (i) hardware procurement cost, outsourcing processing fees and shipping costs
related to our terminals, and (ii) procurement costs related to overseas SIM cards.
Gross profit and gross margin
Our overall gross profits are US$29.5 million and US$46.2 million in 2017 and 2018, respectively, representing general gross margins of 34.4%
and 36.5% in 2017 and 2018, respectively. Our overall gross profits are US$21.3 million and US$27.2 million in the six months ended June 30, 2018
and 2019, respectively, representing general gross margins of 34.3% and 44.8% in the same periods, respectively.
Specifically, our gross profits on services are US$26.5 million and US$42.4 million in 2017 and 2018, respectively, corresponding to 39.5% and
47.9% gross margins relating to services in 2017 and 2018, respectively. Our gross profit on services are US$18.8 million and US$23.6 million in the six
months ended June 30, 2018 and 2019, respectively, corresponding to 44.5% and 56.8% gross margins relating to services in the same periods,
respectively.
Our gross profits on sales of products are US$3.0 million and US$3.8 million in 2017 and 2018, respectively, corresponding to 16.1% and 10.0%
gross margins relating to sales of products in 2017 and 2018, respectively. Our gross profit on sales of products are US$2.5 million and US$3.6 million
in the six months ended June 30, 2018 and 2019, respectively, corresponding to 12.7% and 18.8% gross margins relating to sales of products in the same
periods, respectively.
We expect our gross profit to increase in absolute amounts in the foreseeable future, as we further grow our business and expand our local data
services under uCloudlink 2.0 model. Our gross profit margin is mainly affected by the mix of data connectivity services, PaaS and SaaS services, and
sales of terminals. Data services tend to have higher gross profit margin than sales of terminals. Our gross profit margin of data connectivity services is
also affected by the mix of international and local data connectivity services we provide.
Operating expenses
The following table sets forth the principal components of our operating expenses by amounts and percentages of our total operating expenses for
the periods presented:

Research and development expenses
Sales and marketing expenses
General and administrative expenses
Other income, net
Total operating expenses

For the Year Ended December 31,
For the Six Months Ended June 30,
2017
2018
2018
2019
US$
%
US$
%
US$
%
US$
%
(in thousands)

(13,255)
(17,673)
(16,186)
1,447
(45,667)
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29.0
38.7
35.4
(3.1)
100.0

(20,401)
(29,658)
(19,919)
658
(69,320)

29.4
42.8
28.7
(0.9)
100.0

(7,970)
(12,414)
(8,028)
(999)
(29,411)

27.1
42.2
27.3
3.4
100.0

(8,019)
(11,058)
(9,745)
1,049
(27,773)

28.9
39.8
35.1
(3.8)
100.0
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Research and Development expenses. Research and development expenses consist primarily of salaries and benefits for research and development
personnel, materials, mobile terminals testing and certification expenses, general expenses and depreciation expenses associated with research and
development activities.
Sales and marketing expenses. Sales and marketing expenses consist primarily of online and offline advertising expenses, promotion expenses,
staff costs, sales commissions and other related incidental expenses that are incurred to conduct the sales and marketing activities.
General and administrative expenses. General and administrative expenses consist primarily of salaries, bonuses and benefits for employees and
share-based compensation and benefits for certain of our senior management not specifically dedicated to sales and marketing activities, depreciation of
property and equipment, amortization of intangible assets, legal and professional services fees, rental and other general corporate related expenses.
Taxation
Cayman Islands
The Cayman Islands currently levies no taxes on individuals or corporations based upon profits, income, gains or appreciation and there is no
taxation in the nature of inheritance tax or estate duty. There are no other taxes likely to be material to us levied by the government of the Cayman
Islands except for stamp duties which may be applicable on instruments executed in, or brought within the jurisdiction of the Cayman Islands. In
addition, the Cayman Islands does not impose withholding tax on dividend payments.
Hong Kong
Under the current Inland Revenue Ordinance (Chapter 112 of the Laws of Hong Kong), from the year of assessment 2018/2019 onwards, the
subsidiaries in Hong Kong are subject to profits tax at the rate of 8.25% on assessable profits up to HK$2.0 million; and 16.5% on any part of assessable
profits over HK$2.0 million. For the years of assessment 2016/2017 and 2017/2018 , our subsidiaries in Hong Kong were subject to 16.5% Hong Kong
profit tax on their taxable income generated from operations in Hong Kong. Additionally, payments of dividends by our subsidiary incorporated in Hong
Kong to the Company is not subject to any Hong Kong withholding tax.
PRC
Generally, our PRC subsidiaries, VIEs and their subsidiaries are subject to enterprise income tax on their taxable income in China at a statutory
rate of 25%. The enterprise income tax is calculated based on the entity’s global income as determined under PRC tax laws and accounting standards.
Shenzhen Ucloudlink Technology Limited and Shenzhen uCloudlink qualified as national high and new technology enterprises, or HNTE, in
2017, which are entitled to preferential tax rate to 15%. Their HNTE status is set to expire on August 16, 2020. In addition, Shenzhen Ucloudlink
Technology Limited and Shenzhen uCloudlink enjoy other tax preferences, including the tax preference as the small and medium-sized technologybased enterprises.
Dividends paid by our wholly foreign-owned subsidiary in China to our intermediary holding company in Hong Kong will be subject to a
withholding tax rate of 10%, unless the relevant Hong Kong entity satisfies all the requirements under the Arrangement between China and the Hong
Kong Special Administrative Region on the Avoidance of Double Taxation and Prevention of Fiscal Evasion with respect to Taxes on Income and
Capital and receives approval from the relevant tax authority. If our Hong Kong subsidiary satisfies all the requirements under the tax arrangement and
receives approval from the relevant tax authority, then the dividends paid to the
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Hong Kong subsidiary would be subject to withholding tax at the standard rate of 5%. The Measures for the Administration of Non-Resident Taxpayers’
Enjoyment of the Treatment under Tax Agreements, which was promulgated by the STA on August 27, 2015 and became effective on November 1,
2015, abolished the former approval requirement, but a Hong Kong entity is still required to file application package with the relevant tax authority, and
settle the overdue taxes if the preferential 5% tax rate is denied based on the subsequent review of the application package by the relevant tax authority.
See “Risk Factors—Risks Related to Doing Business in China—We may rely on dividends and other distributions on equity paid by our PRC
subsidiaries to fund any cash and financing requirements we may have, and any limitation on the ability of our PRC subsidiaries to make payments to us
and any tax we are required to pay could have a material adverse effect on our ability to conduct our business.”
If our holding company in the Cayman Islands or any of our subsidiaries outside of China were deemed to be a “resident enterprise” under the
PRC Enterprise Income Tax Law, it would be subject to enterprise income tax on its worldwide income at a rate of 25%. See “Risk Factors—Risks
Related to Doing Business in China—If we are classified as a PRC resident enterprise for PRC income tax purposes, such classification could result in
unfavorable tax consequences to us and our non-PRC noteholders, shareholders or ADS holders.”
Results of Operations
The following table sets forth a summary of our consolidated results of operations for the years and our unaudited interim condensed consolidated
results of operations for the periods presented, both in absolute amount and as a percentage of our revenues for the periods presented. This information
should be read together with our consolidated financial statements and unaudited condensed consolidated financial statements and related notes included
elsewhere in this prospectus. The results of operations in any period are not necessarily indicative of our future trends.

Revenues
Revenues from services
Sales of products
Total revenues
Cost of revenues
Cost of services
Cost of products sold
Total cost of revenues
Gross profit
Operating expenses:
Research and development expenses
Sales and marketing expenses
General and administrative expenses(1)
Other income, net
Loss from operations
Interest income
Interest expense
Loss before income tax
Income tax expenses
Share of loss in equity method investment, net of tax
Net loss

Year Ended December 31,
Six Months Ended June 30,
2017
2018
2018
2019
US$
%
US$
%
US$
%
US$
(in thousands, except for percentages)

%

67,142
18,703
85,845

78.2
21.8
100.0

88,448
37,951
126,399

70.0
30.0
100.0

42,160
19,857
62,017

68.0
32.0
100.0

41,488
19,094
60,582

68.5
31.5
100.0

(40,621)
(15,692)
(56,313)
29,532

(47.3)
(18.3)
(65.6)
34.4

(46,074)
(34,170)
(80,244)
46,155

(36.5)
(27.0)
(63.5)
36.5

(23,392)
(17,330)
(40,722)
21,295

(37.7)
(27.9)
(65.6)
34.4

(17,929)
(15,501)
(33,430)
27,152

(29.6)
(25.6)
(55.2)
44.8

(13,255)
(17,673)
(16,186)
1,447
(16,135)
174
(3,299)
(19,260)
—
—
(19,260)

(15.4)
(20.6)
(18.9)
1.7
(18.8)
0.2
(3.8)
(22.4)
—
—
(22.4)

(20,401)
(29,658)
(19,919)
658
(23,165)
435
(3,385)
(26,115)
—
(442)
(26,557)

(16.1)
(23.5)
(15.8)
0.5
(18.4)
0.3
(2.7)
(20.8)
—
(0.3)
(21.1)

(7,970)
(12,414)
(8,028)
(999)
(8,116)
131
(2,246)
(10,231)
—
—
(10,231)

(12.9)
(20.0)
(12.9)
(1.6)
(13.0)
0.2
(3.6)
(16.4)
—
—
(16.4)

(8,019)
(11,058)
(9,745)
1,049
(621)
159
(195)
(657)
—
—
(657)

(13.2)
(18.3)
(16.1)
1.7
(1.1)
0.3
(0.3)
(1.1)
—
—
(1.1)
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Note:

(1)

Share-based compensation was US$5.6 million, US$2.3 million, and US$0.2 million in 2017, 2018 and six months ended June 30, 2019, respectively, mainly including
restricted shares held by certain of our senior management. As of June 30, 2019, there was US$37.9 million of unrecognized share-based compensation expense related to
granted share options.

Six months ended June 30, 2019 compared to six months ended June 30, 2018
Revenues
Our revenues decreased by 2.3% from US$62.0 million in the six months ended June 30, 2018 to US$60.6 million in the six months ended June
30, 2019. This decrease was attributable to the decrease in both revenues from services and revenues from sales of products.
Our revenues from services decreased by 1.6% from US$42.2 million in the six months ended June 30, 2018 to US$41.5 million in the six months
ended June 30, 2019, which was primarily attributable to the decrease in revenues from data connectivity services, partially offset by increase in
revenues from PaaS and SaaS services.
•

Our revenues from data connectivity services decreased by 6.8% from US$40.0 million in the six months ended June 30, 2018 to US$37.3
million in the six months ended June 30, 2019. This decrease was primarily attributable to the decrease in revenues from international data
connectivity services by 7.4% from US$39.9 million in the six months ended June 30, 2018 to US$36.9 million in the six months ended
June 30, 2019, partially offset by the increase in revenues from local data connectivity services by 146.0% from US$161 thousand to
US$396 thousand. The decrease in revenues from international data connectivity services was mainly due to (i) the shift in our distribution
channels for Roamingman products away from agent sales to online sales, counters and airlines, resulting in slightly lower volume but at a
higher gross profit margin, (ii) shift in structure of target destinations with higher contribution by short-haul destinations, and (iii) general
economic conditions, including the decrease in outbound travelers from China, partially offset by an increase in sales of data connectivity
services to business partners and retail customers. The increase in revenues from local data connectivity services was mainly due to the
launch of local data connectivity services in China since 2018.

•

Our revenues from PaaS and SaaS services increased by 70.2% from US$2.1 million in the six months ended June 30, 2018 to US$3.5
million in the six months ended June 30, 2019. This increase was primarily attributable to the increasing demand from our partners using
our platform services.

Our revenues from sales of products decreased by 3.8% from US$19.9 million in the six months ended June 30, 2018 to US$19.1 million in the
six months ended June 30, 2019, which was primarily attributable to the decrease in revenues from sales of data related products, partially offset by
increase in revenues from sales of terminals.
•

Our revenues from sales of terminals increased by 8.5% from US$14.6 million in the six months ended June 30, 2018 to US$15.9 million
in the six months ended June 30, 2019, mainly due to the increase in sales volume of portable Wi-Fi terminals across key global markets.

•

Our revenues from sales of data related products decreased by 38.8% from US$5.2 million in the six months ended June 30, 2018 to
US$3.2 million in the six months ended June 30, 2019, mainly due to the large order by two customers in the six months ended June 30,
2018.

Cost of revenues
Our cost of revenues decreased by 17.9% from US$40.7 million in the six months ended June 30, 2018 to US$33.4 million in the six months
ended June 30, 2019. The decrease was attributable to our continuous success
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in reducing data procurement cost and increasing operation efficiencies of our SIM bank, lowering unit cost of hardware products by replacing suppliers
of key components with better quality and lower pricing.
•

Our cost of revenue from services decreased by 23.4% from US$23.4 million in the six months ended June 30, 2018 to US$17.9 million in
the six months ended June 30, 2019, primarily due to our success in negotiating better prices for our data procurement from major
suppliers and to improve data operation efficiencies of our SIM bank.

•

Our cost of sale from products decreased by 10.6% from US$17.3 million in the six months ended June 30, 2018 to US$15.5 million in the
six months ended June 30, 2019, primarily due to the decrease in hardware procurement costs.

Gross profit and margin
As a result of the foregoing, our total gross profit increased by 27.5% from US$21.3 million in the six months ended June 30, 2018 to US$27.2
million in the six months ended June 30, 2019. Our gross margin improved from 34.3% in the six months ended June 30, 2018 to 44.8% in the six
months ended June 30, 2019, mainly due to the increases in gross margin of our data connectivity services and the growth of our SaaS and PaaS
platform business.
Operating expenses
Research and development expenses. Our research and development expenses remained stable at US$8.0 million in the six months ended June 30,
2018, compared to US$8.0 million in the six months ended June 30, 2019.
Sales and marketing expenses. Our sales and marketing expenses decreased by 10.9% from US$12.4 million in the six months ended June 30,
2018 to US$11.1 million in the six months ended June 30, 2019. The decrease was primarily due to a decrease of US$1.4 million in payroll costs in
connection with headcount adjustment.
General and administrative expenses. Our general and administrative expenses increased by 21.4% from US$8.0 million in the six months ended
June 30, 2018 to US$9.7 million in the six months ended June 30, 2019. The increase was primarily due to an increase of expenses incurred in
connection with litigation and legal fees from US$3.1 thousand in the first six months of 2018 to US$4.5 million in the first six months of 2019,
partially offset by a decrease in share-based compensation expenses.
Loss from operations
As a result of the foregoing, we incurred loss from operations of US$0.6 million in the six months ended June 30, 2019, compared to US$8.1
million in the six months ended June 30, 2018.
Interest expenses
We had interest expenses of US$2.2 million and US$0.2 million in the six months ended June 30, 2018 and 2019, respectively, primarily
attributable to the interest expenses incurred from convertible loan which was converted into ordinary shares in August 2018, bank borrowing and
finance lease.
Net loss
As a result of the foregoing, we incurred net loss of US$0.7 million in the six months ended June 30, 2019, compared to US$10.2 million in the
six months ended June 30, 2018.
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Year ended December 31, 2018 compared to year ended December 31, 2017
Revenues
Our revenues increased by 47.2% from US$85.8 million in 2017 to US$126.4 million in 2018. This increase was primarily attributable to the
significant growth of revenues from both services and sales of products.
Our revenues from services increased by 31.7% from US$67.1 million in 2017 to US$88.4 million in 2018, which was primarily attributable to the
increase in both revenues from data connectivity services and revenues from PaaS and SaaS services.
•

Our revenues from data connectivity services increased by 26.8% from US$65.1 million in 2017 to US$82.5 million in 2018. This increase
was primarily attributable to the increase in revenues from international data connectivity services by 26.0% from US$65.1 million in 2017
to US$82.0 million in 2018, which was mainly due to the growth in the number of terminals with our mobile data connectivity services
activated and the increased usage of our mobile data connectivity services. Our average daily active terminals increased by 73.0% from
approximately 65,300 in 2017 to 113,000 in 2018, and the average daily data usage per active terminal increased by 79.5% from 390
megabytes in 2017 to 700 megabytes in 2018.

•

Our revenues from PaaS and SaaS services increased by 175.0% from US$1.8 million in 2017 to US$5.0 million in 2018. This increase
was primarily attributable to the increasing reliance of our business partners on our cloud SIM platform because of the expansion of their
business cooperation with us.

Our revenues from sales of products increased by 102.9% from US$18.7 million in 2017 to US$38.0 million in 2018, which was primarily
attributable to the increase in both revenues from sales of data related products and revenues from sales of terminals.
•

Our revenues from sales of terminals increased by 59.2% from US$16.1 million in 2017 to US$25.6 million in 2018, mainly due to the
launch of GlocalMe World Phone series and portable Wi-Fi terminals.

•

Our revenues from sales of data related products increased by 363.0% from US$2.6 million in 2017 to US$12.1 million in 2018, mainly
due to the increased sales of SIM cards with embedded data package.

Cost of revenues
Our cost of revenues increased by 42.5% from US$56.3 million in 2017 to US$80.2 million in 2018. The increase was primarily due to the
expansion of our products and services offerings.
•

Our cost of revenue from services increased by 13.4% from US$40.6 million in 2017 to US$46.1 million in 2018, primarily due to the
26.8% increase of revenue from data connectivity services.

•

Our cost of products increased by 117.8% from US$15.7 million in 2017 to US$34.2 million in 2018, primarily due to the rapid growth of
revenue from sales of terminals and SIM cards with the purpose of user acquisition.

Gross profit and margin
As a result of the foregoing, our total gross profit increased by 56.3% from US$29.5 million in 2017 to US$46.2 million in 2018. Our gross
margin improved from 34.4% in 2017 to 36.5% in 2018, mainly due to the increases in gross margin of services.
Operating expenses
Research and development expenses. Our research and development expenses increased by 53.9% from US$13.3 million in 2017 to
US$20.4 million in 2018. The increase was primarily due to (i) an increase of
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US$5.5 million in payroll costs in connection with the expansion of our research and development team, and (ii) an increase of US$1.5 million in
mobile terminals testing and certification expenses.
Sales and marketing expenses. Our sales and marketing expenses increased by 67.8% from US$17.7 million in 2017 to US$29.7 million in 2018.
The increase was primarily due to (i) an increase of US$5.9 million in payroll costs from the expansion of our sales and marketing team, and (ii) an
increase of US$3.9 million in our expenses associated with advertising and promotions as we continued to enhance our brand recognition.
General and administrative expenses. Our general and administrative expenses increased by 23.1% from US$16.2 million in 2017 to
US$19.9 million in 2018. The increase was primarily due to (i) an increase of US$1.1 million in payroll costs in connection with the expansion of our
administrative team, (ii) an increase of expenses incurred in connection with litigation and legal fees from nil in 2017 to US$2.4 million in 2018, and
(iii) an increase of US$1.0 million in sample fees in relation to free trials of data connectivity services and portable Wi-Fi terminals offered to travel
agents.
Loss from operations
As a result of the foregoing, we incurred loss from operations of US$23.2 million in 2018, compared to US$16.1 million in 2017.
Interest expenses
We had interest expenses of US$3.3 million and US$3.4 million in 2017 and 2018, respectively, primarily attributable to the company’s loan,
convertible bond, and finance lease.
Net loss
As a result of the foregoing, we incurred net loss of US$26.6 million in 2018, compared to US$19.3 million in 2017.
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Selected Quarterly Results of Operations
The following table sets forth our unaudited consolidated statement of operations data for each of the eight quarters from July 1, 2017 to June 30,
2019. The unaudited quarterly statement of operations data set forth below has been prepared on the same basis as our audited annual consolidated
financial statements and include all normal recurring adjustments that we consider necessary for a fair statement of our financial position and operating
results for the periods presented. Our historical results are not necessarily indicative of the results to be expected for any future period. The following
quarterly financial data for the periods indicated are qualified by reference to and should be read in conjunction with our consolidated financial
statements and related notes which are included elsewhere in this prospectus.

Revenues
Revenues from services
Sales of products
Total revenues
Cost of revenues
Cost of services
Cost of products sold
Total cost of revenues
Gross profit
Operating expenses
Research and development expense
Sales and marketing expenses
General and administrative expenses(1)
Other income, net
Loss from operations
Interest income
Interest expense
Loss before income tax
Income tax expenses
Share of loss in equity method investment, net of tax
Net loss

For the Three Months Ended
June 30,
September 30,
2018
2018
US$
US$
(in thousands)

September 30,
2017
US$

December 31,
2017
US$

March 31,
2018
US$

December 31,
2018
US$

March 31,
2019
US$

June 30,
2019
US$

21,826
3,101
24,927

17,548
13,470
31,018

20,724
1,081
21,805

21,436
18,776
40,212

25,642
6,985
32,627

20,646
11,109
31,755

20,129
4,526
24,655

21,359
14,568
35,927

(12,585)
(2,358)
(14,943)
9,984

(9,699)
(11,881)
(21,580)
9,438

(11,900)
(913)
(12,813)
8,992

(11,492)
(16,417)
(27,909)
12,303

(13,460)
(6,560)
(20,020)
12,607

(9,222)
(10,280)
(19,502)
12,253

(9,018)
(3,652)
(12,670)
11,985

(8,911)
(11,849)
(20,760)
15,167

(3,935)
(4,745)
(3,264)
76
(1,884)
3
(1,207)
(3,088)
—
—
(3,088)

(4,744)
(6,950)
(4,901)
475
(6,682)
159
(1,218)
(7,741)
—
—
(7,741)

(4,010)
(5,152)
(3,109)
427
(2,852)
6
(1,115)
(3,961)
—
—
(3,961)

(3,960)
(7,262)
(4,919)
(1,426)
(5,264)
125
(1,131)
(6,270)
—
—
(6,270)

(5,771)
(9,018)
(4,457)
1,202
(5,437)
41
(1,020)
(6,416)
—
—
(6,416)

(6,660)
(8,226)
(7,434)
455
(9,612)
263
(119)
(9,468)
—
(442)
(9,910)

(4,064)
(5,156)
(4,314)
712
(837)
9
(81)
(909)
—
—
(909)

(3,955)
(5,902)
(5,431)
337
216
150
(114)
252
—
—
252

Our overall results of operations fluctuate from quarter to quarter as a result of a variety of factors, including seasonal factors and the launch of
new products or new generations of existing products.
We generally experience higher revenues from our services in the second and third quarters of each year primarily due to the increasing demand
for travel services during springs and summers. We generally experience higher sales volume of our products in the second and the fourth quarters of
each year primarily due to business partners’ purchase of hardware products before holiday seasons. Our revenues are also affected by the
commencement of new partner relationships and the ordering schedule of our business partners.
We expect our quarterly performance continues to be affected by seasonal trends, behavior of consumers, economic conditions, market
competition and our operational decisions. Consequently, the results of any prior quarterly or annual period should not be relied upon as indications of
our future operating performance. As we continue to expand internationally, we could reduce the degree to which we are subject to seasonality in
specific markets. See also “Risk Factors—Risks Related to Our Business—Our results of operations are likely to fluctuate because of seasonality in the
travel industry.”
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Liquidity and Capital Resources
The following table sets forth a summary of our cash flows for the periods presented:
For the Year Ended
December 31,
2017
2018
US$
US$
(in thousands)

Net cash (used in)/generated from operating activities
Net cash used in investing activities
Net cash generated from financing activities
Increase/(decrease) in cash, cash equivalents and restricted cash
Effect of exchange rates on cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of year/period
Cash, cash equivalents and restricted cash at end of year/period

(7,218)
(4,956)
59,433
47,259
420
9,127
56,806

(19,472)
(4,569)
4,421
(19,620)
(559)
56,806
36,627

For the Six Months
Ended June 30,
2018
2019
US$
US$

(13,816)
(3,778)
5,361
(12,233)
(298)
56,806
44,275

4,403
(1,209)
1,516
4,710
45
36,627
41,382

To date, we have financed our operating and investing activities through cash generated by historical equity and equity-linked financing activities
and borrowings from financial institutions. In April and May 2017, we issued convertible bonds with face value of US$55 million and US$15 million,
respectively, to our new investors. The bonds bear an interest at a rate of 8% per annum on the US$55 million basis and interest is paid every 6 months
and shall be matured in three years from the date of issue at their face value of US$70 million or convertible into ordinary shares of our company at
predetermined ratio by the holder before the maturity date of the bonds. All outstanding principal and accrued interest of convertible bonds were
automatically converted to 35,004,220 ordinary shares on August 28, 2018, upon the occurrence of the event of automatic conversion, being our revenue
having achieved over RMB500 million in the year ended December 31, 2017.
We have the following borrowings:
•

In February 2018, we obtained a one-year short-term bank borrowing of RMB4.0 million (US$0.6 million) from a commercial bank,
bearing interest at a rate of 6.6% per annum. As of December 31, 2018 and June 30, 2019, the outstanding balance of this loan was
RMB2.7 million (US$0.4 million) and nil, respectively. We have fully repaid the loan.

•

In March 2018, we obtained a one-year short-term bank borrowing of RMB8.0 million (US$1.2 million) from a commercial bank, bearing
interest at a rate of 6.1% per annum. As of December 31, 2018 and June 30, 2019, the outstanding balance of this loan was
RMB4.9 million (US$0.7 million) and nil, respectively. We have fully repaid the loan.

•

In November 2018, we entered into a two-year financing agreement with a third-party finance lease company amounting to
RMB30.0 million (US$4.4 million), with equivalent amount of accounts receivable pledged by us as collateral. The interest rate is 9% per
annum. As of December 31, 2018 and June 30, 2019, the outstanding balance of this borrowing was RMB27.7 million (US$4.0 million)
and RMB20.0 million (US$2.9 million), respectively.

•

In January 2019, we entered into a series of short-term loan agreements with a commercial bank amounting to US$3.8 million for working
capital and business development purposes. These short-term bank borrowings bear interest rate of 6.5% per annum. As of June 30, 2019,
the outstanding balance of these loans was US$3.8 million.

As of December 31, 2017 and 2018 and June 30, 2019, our cash and cash equivalents were US$49.1 million, US$36.5 million and US$37.5
million, respectively. Our cash and cash equivalents primarily consist of cash on hand, cash held at bank, and time deposits placed with banks which
have original maturities of three months or less.
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As of June 30, 2019, US$15.2 million of our cash and cash equivalents was held in U.S. dollars, US$16.9 million was held in Renminbi,
US$0.5 million was held in Hong Kong dollars, and US$4.9 million was held in other currencies. As of June 30, 2019, 36.9% of our cash and cash
equivalents were held in China, and 24.1% were held by our VIEs. Although we consolidate the results of our VIE and its subsidiary, we only have
access to the assets or earnings of our VIE and their subsidiary through our contractual arrangements with our VIE and their shareholders. See
“Corporate History and Structure—Contractual Arrangements with Our VIEs and Their Respective Shareholders.”
We believe that our current cash and cash equivalents and our anticipated cash flows from operations will be sufficient to meet our anticipated
working capital requirements and capital expenditures for at least the next 12 months. As our data centers or server rooms are leased, the capital needs
related to our operations are limited. Total capital expenditures only accounted for 4.0% and 1.2% of our total revenues in 2018 and the six months
ended June 30, 2019, respectively, and we do not expect significant increase in capital needs related to property, plant and equipment. We believe that
we are financially flexible enough to address future capital needs related to research and development and other key investments to expand and
strengthen our operations. In addition to the proceeds from this offering, we believe that the increase of our operating cash flow and our low debt-toequity ratio offer us additional flexibility to increase and diversify our capital resources in the long term. After this offering, we may decide to enhance
our liquidity position or increase our cash reserve for future investments through additional capital and finance funding. The issuance and sale of
additional equity would result in further dilution to our shareholders. The incurrence of indebtedness would result in increased fixed obligations and
could result in operating covenants that would restrict our operations. We cannot assure you that financing will be available in amounts or on terms
acceptable to us, if at all.
Our accounts receivable represent primarily accounts receivable from customers and business partners to whom we rendered services or sold
products. As of December 31, 2017 and 2018, our accounts receivable, net of allowance for doubtful accounts, were US$13.7 million and
US$16.6 million, respectively. The increase was primarily due to the increase of sales volume. Our accounts receivable remained stable at US$16.4
million as of June 30, 2019. Our accounts receivable turnover days increased from 41.4 days in 2017 to 43.8 days in 2018, and further to 49.1 days in
the six months ended June 30, 2019, which was primarily due to special credit term extension for some strategic business partners. Accounts receivable
turnover days for a given period are equal to average balances of accounts receivable, net of allowance for doubtful accounts, at the beginning and the
end of the period divided by revenues during the period and multiplied by the number of days during the period.
Our accounts payable represent primarily accounts payable to hardware suppliers and mobile data allowance providers. As of December 31, 2017
and 2018, our accounts payable were US$10.3 million and US$12.7 million, respectively. The increase was primarily due to the increase of data
connectivity service cost of approximately US$5.5 million. Our accounts payable further increased to US$14.6 million as of June 30, 2019, primarily
due to the higher volume of procurement of hardware products in June. Our accounts payable turnover days increased from 48.8 days in 2017 to 52.2
days in 2018, and further to 73.5 days in the six months ended June 30, 2019, which was primarily due to the higher volume of procurement of hardware
products in June. Accounts payable turnover days for a given period are equal to average accounts payable balances at the beginning and the end of the
period divided by total cost of revenues during the period and multiplied by the number of days during the period.
In utilizing the proceeds we expect to receive from this offering, we may make additional capital contributions to our PRC subsidiaries, establish
new PRC subsidiaries and make capital contributions to these new PRC subsidiaries, make loans to our PRC subsidiaries, or acquire offshore entities
with operations in China in offshore transactions. However, most of these uses are subject to PRC regulations. See “Risk Factors—Risks Related to
Doing Business in China—PRC regulation of loans to and direct investment in PRC entities by offshore holding companies and governmental control of
currency conversion may delay or prevent us from using the proceeds of any financing outside China to make loans to or make additional capital
contributions to our PRC subsidiaries and VIEs, which could materially and adversely affect our liquidity and our ability to fund and expand our
business” and “Use of Proceeds.”
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Operating activities
Net cash generated from operating activities in the six months ended June 30, 2019 was US$4.4 million. The difference between net cash
generated from operating activities and net loss of US$0.7 million in the same period was primarily due to (i) the increase of US$2.5 million of accrued
expenses, accounts payable and other liabilities, and (ii) the US$1.6 million of depreciation of property and equipment. The accrued expenses, accounts
payable and other liabilities mainly include accounts payable to suppliers, and accrued bonus and staff costs. Such difference is partially offset by the
increase of US$1.3 million of inventories.
Net cash used in operating activities in 2018 was US$19.5 million. The difference between net cash used in operating activities and net loss of
US$26.6 million in the same year was primarily due to (i) the increase of US$3.6 million of accrued expenses, accounts payable and other liabilities,
(ii) the US$5.2 million of depreciation of property and equipment, and (iii) the share-based compensation of US$2.3 million. Such difference is partially
offset by the increase of US$7.8 million of inventories, the increase of US$3.1 million of accounts receivables and the increase of US$2.3 million of
prepayments and other current assets, which mainly include prepayment to suppliers, deposits to sales counters and export tax receivable.
Net cash used in operating activities in 2017 was US$7.2 million. The difference between net cash used in operating activities and net loss of
US$19.3 million in the same year was primarily due to (i) the increase of US$13.8 million of accrued expenses, accounts payable and other liabilities,
(ii) the share-based compensation of US$5.6 million, and (iii) US$5.7 million of depreciation of property and equipment. Such difference is partially
offset by the increase of US$8.0 million of accounts receivables, and the increase of US$3.8 million of inventories.
Investing activities
Net cash used in investing activities in the six months ended June 30, 2019 was US$1.2 million, primarily due to the purchase of property and
equipment of US$0.7 million, and cash paid for long-term investment of US$0.4 million, which was partially offset by proceeds from disposal of
property and equipment of US$0.1 million.
Net cash used in investing activities in 2018 was US$4.6 million, primarily due to purchase of property and equipment of US$4.5 million, which
was partially offset by proceeds from disposal of property and equipment of US$1.0 million.
Net cash used in investing activities in 2017 was US$5.0 million, primarily due to purchase of property and equipment of US$6.7 million, which
was partially offset by proceeds from disposal of short-term investment of US$1.3 million.
Financing activities
Net cash generated from financing activities in the six months ended June 30, 2019 was US$1.5 million, primarily due to proceeds from bank
borrowings of US$3.8 million, which was partially offset by repayment of long-term borrowing of US$1.1 million and repayment of bank borrowings of
US$1.1 million.
Net cash generated from financing activities in 2018 was US$4.4 million, primarily due to proceeds from bank borrowings of US$6.1 million and
cash received from long-term borrowing of US$4.4 million, which was partially offset by repayments of bank borrowings of US$5.8 million.
Net cash generated from financing activities in 2017 was US$59.4 million, primarily due to proceeds from issuance of convertible bonds of
US$70.0 million and proceeds from bank borrowings of US$6.5 million, which was partially offset by repurchase of series A-1 ordinary shares of
US$8.3 million, and repayments of bank borrowings of US$8.2 million.
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Capital expenditures
Our capital expenditures are primarily incurred for purchases of intangible assets, property and equipment. Our capital expenditures were
US$6.7 million, US$5.1 million and US$0.7 million in 2017, 2018 and the six months ended June 30, 2019, respectively. The decrease in capital
expenditure is primarily due to the accumulation of Roamingman devices to support efficient business operation. We intend to fund our future capital
expenditures with our existing cash balance and proceeds from this offering. We will continue to make capital expenditures to meet the expected growth
of our business.
Contractual obligations
The following table sets forth our contractual obligations as of June 30, 2019:
Payment due by December 31,

Operating lease obligations(1)
Short term borrowings
Long term borrowings
Interest on borrowings
Total
Note:

Total

2019

2,445
5,761
909
283
9,398

1,085
4,670
—
186
5,941

2020
2021
(US$ in thousands)

1,225
1,091
909
97
3,322

87
—
—
—
87

2022

2023 and
thereafter

48
—
—
—
48

—
—
—
—
—

(1) Operating lease obligations consist of the obligations under non-cancellable operating lease agreements covering various facilities.

Other than as shown above, we did not have any significant capital and other commitments, long-term obligations or guarantees as of June 30,
2019.
Off-Balance Sheet Commitments and Arrangements
We have not entered into any financial guarantees or other commitments to guarantee the payment obligations of any third parties. In addition, we
have not entered into any derivative contracts that are indexed to our shares and classified as shareholder’s equity or that are not reflected in our
consolidated financial statements. Furthermore, we do not have any retained or contingent interest in assets transferred to an unconsolidated entity that
serves as credit, liquidity or market risk support to such entity. We do not have any variable interest in any unconsolidated entity that provides financing,
liquidity, market risk or credit support to us or engages in leasing, hedging or product development services with us.
Critical Accounting Policies
We prepare our financial statements in conformity with U.S. GAAP, which requires us to make judgments, estimates and assumptions. We
continually evaluate these estimates and assumptions based on the most recently available information, our own historical experiences and various other
assumptions that we believe to be reasonable under the circumstances. Since the use of estimates is an integral component of the financial reporting
process, actual results could differ from our expectations as a result of changes in our estimates. Some of our accounting policies require a higher degree
of judgment than others in their application and require us to make significant accounting estimates.
The following descriptions of critical accounting policies, judgments and estimates should be read in conjunction with our consolidated financial
statements and other disclosures included in this prospectus. The selection of critical accounting policies, the judgments and other uncertainties affecting
application of those policies and the sensitivity of reported results to changes in conditions and assumptions are factors that should be considered when
reviewing our financial statements. We believe the following accounting policies involve the most significant judgments and estimates used in the
preparation of our financial statements.
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Basis of Consolidation
A subsidiary is an entity in which (i) we directly or indirectly control more than 50% of the voting power; or (ii) we have the power to appoint or
remove the majority of the members of the board of directors or to cast a majority of votes at the meeting of the board of directors or to govern the
financial and operating policies of the investee pursuant to a statute or under an agreement among the shareholders or equity holders. A VIE is required
to be consolidated by the primary beneficiary of the entity if the equity holders in the entity do not have the characteristics of a controlling financial
interest or do not have sufficient equity at risk for the entity to finance its activities without additional subordinated financial support from other parties.
All transactions and balances among us, our subsidiaries, the VIEs and their subsidiaries have been eliminated upon consolidation.
Revenue recognition
Revenue is principally generated by the provision of data connectivity services, the sales of terminals and sales of data related products. Revenue
represents the fair value of the consideration received or receivable for the sales of goods and the provision of services in the ordinary course of our
business activities and is recorded net of value-added tax, or VAT. We recognize revenue in accordance with ASC 606 “Revenue from Contracts with
Customers” for all years presented with full retrospective method.
We conduct our business through various contractual arrangements, including:
(i) Data connectivity services
We generate international data connectivity services revenues from (i) data service fees from the use of portable Wi-Fi services under
Roamingman brand, (ii) data service fees generated from sales of data connectivity services to business partners, and (iii) retail sales of data connectivity
services.
We also generate local data connectivity services revenues from (i) data service fees generated from sales of data connectivity services to business
partners and (ii) retail sales of data connectivity services.
For data connectivity services from the use of portable Wi-Fi terminals, we determine that the arrangement involves the leasing of portable Wi-Fi
terminals with data connectivity services embedded. We determine that we are the lessor in the arrangement which contains an equipment lease
component and a service non-lease component. We further determine that lease component is an operating lease under ASC 840, and that the operating
lease component and service component are delivered over the same time and pattern. Therefore, the lease income and service income are recognized as
data connectivity services revenue evenly over the service period.
We evaluate and determine that we are the principal. For data connectivity services from the use of portable Wi-Fi terminals and retail sales of
data connectivity services, we view users as our customers. For data connectivity services generated from sales of data connectivity services to
enterprises customers, we view enterprise customers as our customers. We report data connectivity services revenues on gross basis. Accordingly, the
amounts paid for data connectivity services by customers are recorded as revenues and the related commission fees paid to our agents (mainly travel
agents and other online distributors) are recorded as cost of revenues. Where we are the principal, we control the data before the data connectivity
service is provided to customers. Such control is evidenced by the inventory risk borne by us and our ability to direct the use of data, and is further
supported by our responsibility to customers and discretion in establishing pricing.
Data connectivity services offered to customers typically provide unlimited data usage during a fixed period of time (“contract period”), where
revenue is recognized ratably on a straight-line basis over the contract period.
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We do not have further performance obligations to the customers after the contract period. We also offer data connectivity services where users are
charged service fee based on actual data usage, where revenue is recognized as the services are provided to customers.
In providing data connectivity services to our customers, we procure SIM cards and data plans from various suppliers. Those SIM cards are
activated and hosted on our cloud SIM platform. Our cloud SIM platform manages terminal information and customer accounts and intelligently
allocates the SIM cards and data plans and makes them available to customers who purchase our data connectivity services. Accordingly, we take
inventory risk and obtains control of the SIM cards and data plans procured and direct the use of the data on its cloud SIM platform depending on
customers’ demand. We account for the SIM cards and data plans procured as costs of revenue as data is being made available and consumed on its
cloud SIM platform.
As our data connectivity services are provided without right of return and we do not provide any other credit and incentive to our customers,
therefore, the provision of data connectivity services does not involve variable consideration.
(ii) Sales of terminals and data related products
We generate revenues from selling tangible products, including GlocalMe portable Wi-Fi terminals and GlocalMe World Phone series, SIM cards,
to enterprise and retail customers and business partners. Sales of terminals and data related products are recognized when control of promised goods is
transferred to the customers, which generally occurs upon the acceptance of the goods by the customers.
For sales of Wi-Fi terminals, one gigabyte of free data connectivity service is normally included as a bundle package for the first time purchase of
the terminals. There are two separate performance obligations in such bundle sales as the Wi-Fi terminals is a distinct good while the data connectivity
service is a distinct service. We allocate the transaction price to each distinct performance obligation based on their relative standalone selling prices. We
then recognize revenue for each of the distinct performance obligations identified in accordance with the applicable revenue recognition method relevant
for that obligation. For revenue related to the Wi-Fi terminals, revenue is recognized when the control of the Wi-Fi terminals is transferred. For revenue
related to the data connectivity service, revenue is recognized ratably on a straight line basis over the contract period.
(iii) PaaS or SaaS services
PaaS or SaaS mainly consist of fees generated from providing cloud SIM platform as a service to business partners and other ancillary platform
services. We provide our cloud SIM platform as a service to business partners enabling them to manage their data resources. Business partners using the
platform are charged service fees for the use of the cloud SIM platform services. We have continuous obligation to ensure the performance of the
platform over the service period. Revenue is recognized ratably over the contract period as business partners simultaneously consume and receive
benefits from the service.
(iv) Contract balance
Contract liabilities represent the cash collected upfront from the customers for purchase of data connectivity services or purchase of Wi-Fi
terminals, while the underlying data connectivity services have not yet been rendered or the Wi-Fi terminals have not been delivered to the customers by
us, which is included in the presentation of contract liabilities.
Due to the generally short-term duration of the relevant contracts, all performance obligations are satisfied within one year. Where transaction
prices for data connectivity services and Wi-Fi terminals are received upfront from the customers, such receipts are recorded as contract liabilities and
recognized as revenues over the contract period. For the years ended December 31, 2017 and 2018, revenue amounting to approximately US$2.9 million
and US$2.5 million were included in the contract liabilities balance at the beginning of the respective period.
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Income taxes
We account for income taxes using the liability method, under which deferred income taxes are recognized for future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred taxes of a change in tax rates is recognized as income or expense in the period that includes
the enactment date. Valuation allowance is provided on deferred tax assets to the extent that it is more likely than not that the asset will not be realizable
in the foreseeable future.
Deferred taxes are also recognized on the undistributed earnings of subsidiaries, which are presumed to be transferred to the parent company and
are subject to withholding taxes, unless there is sufficient evidence to show that the subsidiary has invested or will invest the undistributed earnings
indefinitely or that the earnings will be remitted in a tax-free liquidation.
We adopt ASC 740 “income taxes” which prescribes a more likely than not threshold for financial statement recognition and measurement of a tax
position taken or expected to be taken in a tax return. It also provides guidance on derecognition of income tax assets and liabilities, classification of
current and deferred income tax assets and liabilities, accounting for interest and penalties associated with tax positions, accounting for income taxes in
interim periods and income tax disclosures.
Share-based compensation and fair value of ordinary shares
Share-based compensation expenses arise from share based awards, mainly including Restricted Shares held by certain senior management
(namely, Mr. Chaohui Chen, Mr. Zhiping Peng and Mr. Wen Gao) and share options awarded to employees in accordance with ASC 718 Stock
Compensation. We follow ASC 718 to determine whether share option or restricted shares should be classified and accounted for as a liability award or
equity award. All grants of share-based awards to employees and directors classified as equity awards are recognized in the financial statements based
on their grant date fair values which are calculated using an option pricing model. We classify the share-based awards granted to employees as equity
award, and have elected to recognize compensation expense on share-based awards with service condition on a graded vesting basis over the requisite
service period, which is generally the vesting period.
We entered into a share restriction agreement with certain senior management and their respective wholly owned companies, which directly hold
our equity interest. Pursuant to the share restriction agreement, all of our ordinary shares, or Restricted Shares, held by certain senior management shall
be subject to vesting conditions until the Restricted Shares become vested. The Restricted Shares were classified as equity awards under ASC 718 and
are accounted for as share-based compensation based on the grant date fair value over the vesting period using graded vesting method.
For share options awarded to employees, we apply the binominal option pricing model in determining the fair value of options granted under ASC
718. We have elected to account for forfeitures when they occur.
On each measurement date, we review internal and external sources of information to assist in the estimation of various attributes to determine the
fair value of the share-based awards we granted, including the fair value of the underlying shares, expected life and expected volatility. We are required
to consider many factors and makes certain assumptions during this assessment. If any of the assumptions used to determine the fair value of the sharebased awards change significantly in the future, share-based compensation expense may differ materially.
In determining the grant date fair value of our ordinary shares for purposes of (i) assessing whether there is a beneficial conversion feature in
connection with our convertible bond issued in April 2017 and (ii) determining
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share-based compensation expenses in connection with share options granted under the 2018 Stock Option Scheme, we, with the assistance of an
independent external valuer, evaluated the use of income approach / discounted cash flow, or DCF method.
DCF method of the income approach involves applying appropriate weighted average cost of capital, or WACC, to discount the future cash flows
forecast, based on our best estimates as of the valuation date, to present value. The WACC was determined based on a consideration of the factors
including risk-free rate, comparative industry risk, equity risk premium, company size and non-systematic risk factors.
In deriving the equity value of each class of shares, we applied the option pricing method, which treats different classes of shares as call options
on the total equity value, with exercise prices based on the liquidation preference or redemption amount of the relevant classes of shares. Under this
method, the ordinary share has value only if the fund available for distribution to shareholders exceeds the value of liquidation preference or redemption
amounts at the time of a liquidity event, assuming the enterprise has funds available to pay for liquidation preference or redemption. Given the nature of
the different classes of shares, the modelling of different classes of capital as call options on company’s enterprise value is analyzed and the values of
different classes of shares were derived accordingly.
We also applied a discount for lack of marketability, which assumed that the put option is struck at the average price of the stock before the
privately held shares can be sold, the cost of the put option was considered as a basis to determine such discount for lack of marketability.
The determination of the equity value requires complex and subjective judgments to be made regarding prospects of the industry and the products
at the valuation date, our projected financial and operating results, our unique business risks and the liquidity of our shares.
We have therefore estimated, with assistance from an independent external valuer, the fair value of our ordinary shares at certain dates for the
periods presented to determine the fair value of our ordinary shares as of the issuance date of our convertible notes and the grant date of share-based
compensation awards related to share options under the 2018 Stock Option Scheme as one of the inputs into determining the fair value of the awards as
of the grant date.
Fair value per
Ordinary
Share

Date of Grant

April 21, 2017
December 31, 2018

US$
US$

1.99
3.64

Discount for
Lack of
Marketability

Discount
Rate

Type of Valuation

25.00%
13.63%

18.35%
18.13%

Contemporaneous
Contemporaneous

The determined fair value of our ordinary shares increased from US$1.99 per share as of April 21, 2017 to US$3.64 per share as of December 31,
2018. We believe the increase in the fair value of our ordinary shares was primarily attributable to the following factors:
•

Our revenues grew significantly from US$85.8 million in 2017 to US$126.4 million in 2018, representing a 47.2% annual growth rate;

•

As we progressed towards an initial public offering, the lead time to an expected liquidity event decreased, resulting in a decrease of
discount for lack of marketability from 25.00% as of April 21, 2017 to 13.63% as of December 31, 2018;

•

As a result of milestone events described above and the growth of our business, the discount rate decreased from 18.35% as of April 21,
2017 to 18.13% as of December 31, 2018; and

•

We adjusted our financial forecast to reflect the anticipated higher revenue growth rate and improved financial performance in the future
due to the abovementioned developments.
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Internal Control Over Financial Reporting
Prior to this offering, we have been a private company with limited accounting personnel and other resources with which we address our internal
control over financial reporting. In connection with the audits of our consolidated financial statements as of and for the years ended December 31, 2017
and 2018, we and our independent registered public accounting firm identified two material weaknesses in our internal control over financial reporting.
As defined in the standards established by the U.S. Public Company Accounting Oversight Board, a “material weakness” is a deficiency, or combination
of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material misstatement of the annual or
interim financial statements will not be prevented or detected on a timely basis.
The material weaknesses that have been identified relate to our (i) lack of sufficient resources regarding financial reporting and accounting
personnel in the application of U.S. GAAP and the reporting requirements set forth by the SEC, and (ii) lack of comprehensive U.S. GAAP accounting
policies and financial reporting procedures. The material weaknesses, if not timely remedied, may lead to significant misstatements in our consolidated
financial statements in the future.
To remedy identified material weaknesses, we have implemented, and plan to continue to implement, several measures, including, among others:
•

hiring additional competent and qualified accounting and reporting personnel with appropriate knowledge and experience of U.S. GAAP
and SEC financial reporting requirements;

•

establishing an ongoing program to provide sufficient and additional appropriate training to our accounting staff, especially trainings
related to U.S. GAAP and SEC financial reporting requirements; and

•

formulating internal accounting and internal control guidance on U.S. GAAP and SEC financial reporting requirements.

However, we cannot assure you that all these measures will be sufficient to remediate our material weaknesses in a timely manner, or at all. See
“Risk Factors—Risks Related to Our Business and Industry—In connection with the audits of our consolidated financial statements included in this
prospectus, we and our independent registered public accounting firm identified two material weaknesses in our internal control over financial reporting.
If we fail to develop and maintain an effective system of internal control over financial reporting, we may be unable to accurately report our financial
results or prevent fraud.”
As a company with less than US$1.07 billion in revenue for fiscal year of 2018, we qualify as an “emerging growth company” pursuant to the
JOBS Act. An emerging growth company may take advantage of specified reduced reporting and other requirements that are otherwise applicable
generally to public companies. These provisions include exemption from the auditor attestation requirement under Section 404 of the Sarbanes-Oxley
Act of 2002 in the assessment of the emerging growth company’s internal control over financial reporting.
Quantitative and Qualitative Disclosures about Market Risk
Foreign exchange risk
We transact business globally in multiple currencies. Our international revenue, as well as costs and expenses denominated in foreign currencies,
expose us to the risk of fluctuations in foreign currency exchange rates against the U.S. dollar. We have foreign currency risks related to our revenue and
operating expenses denominated in currencies other than the U.S. dollar, including Renminbi, the Hong Kong dollar, and Japanese Yen. Accordingly,
changes in exchange rates in the future may negatively affect our future revenue and other operating results as expressed in U.S. dollars. Our foreign
currency risk is partially mitigated as our revenue recognized in currencies other than the U.S. dollar is diversified across geographic regions and we
incur expenses in the same currencies in these regions. We have not used any derivative financial instruments to hedge exposure to such risk.
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In addition, our foreign exchange risk is further mitigated since Hong Kong dollars are pegged against U.S. dollars. To the extent we need to
convert U.S. dollars into Hong Kong dollars for our operations, appreciation of Hong Kong dollar against the U.S. dollar would reduce the amount in
Hong Kong dollars we receive from the conversion. Conversely, if we decide to convert Hong Kong dollars into U.S. dollars for the purpose of making
payments for servicing our outstanding debt, or for other business purposes, appreciation of the U.S. dollar against the Hong Kong dollar would reduce
the U.S. dollar amounts available to us.
The value of U.S. dollar against Renminbi may fluctuate and is affected by, among other things, changes in political and economic conditions and
the foreign exchange policy adopted by the PRC government. The Renminbi is not freely convertible into foreign currencies. Remittances of foreign
currencies into the PRC or remittances of Renminbi out of the PRC as well as exchange between Renminbi and foreign currencies require approval by
foreign exchange administrative authorities and certain supporting documentation. The State Administration for Foreign Exchange, under the authority
of the People’s Bank of China, controls the conversion of Renminbi into other currencies. To the extent that we need to convert U.S. dollars into
Renminbi for our operations, appreciation of Renminbi against the U.S. dollar would reduce the Renminbi amount we receive from the conversion.
Conversely, if we decide to convert Renminbi into U.S. dollars for the purpose of making payments for dividends on our ordinary shares or ADSs,
servicing our outstanding debt, or for other business purposes, appreciation of the U.S. dollar against the Renminbi would reduce the U.S. dollar
amounts available to us.
Interest rate risk
Our exposure to interest rate risk primarily relates to the interest income generated by excess cash, which is mostly held in interest-bearing bank
deposits. Interest-earning instruments carry a degree of interest rate risk. We have not been exposed to material risks due to changes in interest rates, and
we have not used any derivative financial instruments to manage our interest risk exposure.
After completion of this offering, we may invest the net proceeds we receive from the offering in interest-earning instruments. Investments in both
fixed rate and floating rate interest earning instruments carry a degree of interest rate risk. Fixed rate securities may have their fair market value
adversely impacted due to a rise in interest rates, while floating rate securities may produce less income than expected if interest rates fall.
Recently Issued Accounting Pronouncements
A list of recently issued accounting pronouncements that are relevant to us is included in note 3 to our consolidated financial statements included
elsewhere in this prospectus.
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INDUSTRY
The following summary is qualified in its entirety by, and should be read in conjunction with, the more detailed information and financial
statements appearing elsewhere in this prospectus. In addition to this summary, we urge you to read the entire prospectus carefully, especially the risks
of investing in our ADSs discussed under “Risk Factors,” before deciding whether to invest in our ADSs. The information presented in this section have
been derived from an industry report commissioned by us and prepared by Frost & Sullivan, an independent research firm, to provide information
regarding our industry and our market position in China and globally. We refer to this report as the “Frost & Sullivan Report.”
Our Market Opportunity
Increasing adoption of mobile data services globally
We believe that mobile data traffic has become of utility-like importance for economies and society today. Adoption of mobile technologies has
increased significantly across industries and daily life situations in addition to simple internet browsing and basic communications. Key areas include
but not limited to shopping (e-commerce), healthcare (mobile examination and assessment), entertainment (digital content streaming), home
applications (connected-home), education (integrated and interactive education content), manufacturing (smart machinery) and more. As a result, mobile
data usage per user globally experienced tremendous growth, increasing from 0.6 GB/month in 2014 to 3.9 GB/month in 2018, representing a CAGR of
59.7%, which is estimated to grow further at a CAGR of 37.3% to 19.0 GB/month in 2023, according to Frost & Sullivan. In addition, as a result of
enhanced telecommunication infrastructure and networks, as well as digitization, data demand from the machine-to-machine, or M2M, IoT industry also
reached 4.1 exabytes in 2018, recording a CAGR of 78.9% since 2014, and Frost & Sullivan estimated that it would grow further at a CAGR of 46.6%
to 27.8 exabytes by 2023. The total number of M2M IoT devices connected also increased from 245 million in 2014 to 750 million in 2018, representing
a CAGR of 32.3%, and expected to grow further at a CAGR of 8.4% to 1,122 million in 2023. This massive increase of connected devices globally will
require new connectivity solutions for users, hardware vendors and carriers as traditional SIM model will gradually become increasingly less practical.
With our bold mission supported by our innovative cloud SIM technology and architecture, we believe we are able to capitalize on this massive industry
opportunity.
Global monthly mobile data usage per user, 2014-2023E

Source: Frost & Sullivan Report
Note: The usage include both local and international roaming data.
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Global data demand from M2M IoT Industry, 2014-2023E

Source: Frost & Sullivan Report

The mobile data connectivity service industry is a large and stable growing industry globally. It consists primarily of international mobile data
connectivity services and local mobile data connectivity services used by mobile data users and M2M IoT devices. According to Frost & Sullivan, the
total revenue generated from the global mobile data connectivity service industry by mobile data users increased from US$549 billion in 2014 to
US$854 billion in 2018, representing a CAGR of 11.7%, which is estimated to grow further at a CAGR of 7.2% to US$1,210 billion in 2023. This
includes the local data connectivity market, the international roaming market as well as the global M2M IoT market.
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The respective market size and growth rate are shown in the diagram below.
Local mobile data connectivity, international data roaming, M2M IoT market size, 2014-2023E

Source: Frost & Sullivan Report
Notes:
(1) Local mobile data connectivity services refers to mobile data connectivity services provided by local service providers, such as mobile network operators, or MNOs, or
other mobile data connectivity service providers to local mobile data users within a designated local geographical coverage area.
(2)
International data roaming refers to mobile data connectivity services provided to mobile data users when they travel outside of their local network coverage area.
Includes services provided by OTT MVNOs through technologies such as cloud SIM.
(3)
IoT is a system of interrelated computing devices, mechanical and digital machines or objects with the ability to transfer data over the internet without requiring
human-to-human or human-to-computer interaction.

Key drivers in increasing adoption of mobile data services globally include the following:
•

Massive build-out of 3G and 4G telecommunication infrastructure globally: the build-out of 3G and 4G mobile communication
infrastructure has been a key driver for the ubiquitous adoption of mobile data connectivity services, with the global penetration rate of 3G
and 4G increasing from 75% and 36% in 2014 to 89% and 73% in 2018, respectively.

•

Increasingly affordable smartphones and smart-devices: The number of smartphone brands has increased from 47 to 305 between 2008
and 2018, and as of December 31, 2018, more than 77% of shipments from these brands are targeting the mid to low-end smartphone
segment, which lead to the adoption of smartphones across the globe, according to Frost & Sullivan. The increasing competition and
fragmentation in the mid to low-end smartphone segment has driven smartphone companies to improve the functionality of their products.
As a result, penetration rate of smartphones globally has increased from 34.6% in 2014 to 52.2% in 2018, with some of the key developing
countries, such as China, Indonesia and Philippines increasing by 55%, 19% and 22%, respectively during the same time period, reaching
67%, 26% and 32%, respectively. In addition to smartphones, the increasing adoption of other forms of smart or IoT devices further
stimulates the adoption of and demand for mobile data services.

•

Increased adoption of high bandwidth data applications: The advancement in mobile data transmission technologies and availability of
smartphones have also enabled the proliferation of more bandwidth109
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intensive applications such as streaming of entertainment content and mobile online gaming, further increasing the adoption of mobile data
services.
•

Increasingly affordable mobile data plans: Increased transmission bandwidths have driven average global mobile data prices to decrease
from US$16.7/GB in 2014 to US$ 3.5/GB in 2018, representing a CAGR of (32.3%). Increasingly affordable data combined with a wide
array of applications has resulted in increased mobile data traffic consumed per user for mobile data applications.

Global mobile data pricing trend, 2014-2023E

Source: Frost & Sullivan Report

Massive Total Addressable Market (TAM) lies across all uCloudlink business models
uCloudlink 1.0 – Sharing between countries to provide mobile data connectivity services to global travelers
Increasing disposable income, accelerated globalization, and the proliferation of new business models in the travel industry such as online travel
agencies and online home sharing platforms have contributed to an increasing number of global outbound travels, with total numbers of annual
outbound trips increasing from 1.33 billion in 2014 to 1.68 billion in 2018, representing a CAGR of 5.9%, and that is expected to grow at a CAGR of
6.5% to 2.30 billion in 2023.
Global outbound travels, 2014-2023E
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Growth rates (2018-2023E CAGRs) of outbound trips by key markets

Source: Frost & Sullivan Report

With the increasing adoption in mobile data usage across businesses and daily life especially in the upcoming 5G era and the increasing time
travelers spend abroad, the importance for travelers to stay connected globally will increase. As a result, the number of global outbound travels where
travellers were using mobile data connectivity services increased from 212 million in 2014 to 333 million in 2018, representing a CAGR of 12.0% and is
expected to grow at a CAGR of 12.4%, to 596 million in 2023.
Number of travels with international data roaming activated, 2014-2023E, line chart of top: % activation rate, 2014-2023E

Source: Frost & Sullivan Report
Note: Number of travels with international roaming activated is calculated by multiplying number of international travels per year.

MNOs are providing global mobile data connectivity services to address increasing needs by global travelers. International roaming rates have
come down, but remain significantly more expensive than local rates, which ranged across 2.7-31.6 times across some of our key target markets
according to Frost & Sullivan. This has led to a high proportion of outbound travels with mobile data connectivity services deactivated remaining at
80.2% of total number of travels, as of 2018. As mobile data connectivity technologies continue to develop to reduce the roaming rates, the demand for
mobile data connectivity services from outbound travelers will continue to rise, creating a massive market for alternative providers of international data
connectivity solutions.
The table below shows a pricing comparison between local data and international roaming data in selected representative global wireless markets,
including developed high average revenue per user, or ARPU, countries
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such as the U.S., the U.K. and Japan, and developing countries with lower ARPU but a high population such as China, Indonesia and the Philippines,
which we view as some of our key target markets.
US$/GB

Local Data
International Roaming Data
Difference (times)

US

UK

China

Japan

Philippines

Indonesia

10.7
28.6
2.7

5.0
36.0
7.2

1.6
37.7
23.6

8.3
34.0
4.1

4.0
31.3
7.8

1.2
37.9
31.6

Note: Local and international roaming rates are calculated based on representative MNOs’ data plans in 2018
Source: Frost & Sullivan Report

uCloudlink 2.0—Sharing between carriers to serve local mobile data users
The size of the local mobile data connectivity services is massive, with revenue from local data connectivity services increasing from
US$526 billion in 2014 to US$820 billion in 2018, representing a CAGR of 11.8%, and approximately 33 times the size of the international roaming
market. It is expected to grow further at a CAGR of 7.0% to US$1,149 billion in 2023. In addition, the M2M IoT market could be another major driver
for the local data usage as we approach the 5G era, where the application of mobile technologies will be further amplified. However, similar to the rate
discrepancy in the international roaming context, the significant difference in price per GB across different local data packages and local MNOs opens
up a massive opportunity for alternative providers of local data. In some of our key target markets, the price per GB difference between different data
plans can be more than nine times, and the price per GB difference between Tier 1 and Tier 2 MNOs can be more than 60% as shown in the comparisons
below.
The table below shows a pricing comparison between different local data plans on average in some of our key target markets.
US$/GB

0-5GB
5GB-20GB
20GB+

US

UK

23.3
5.1
3.9

13.1
3.1
1.4

China

Japan

Philippines

Indonesia

3.4
1.3
1.0

17.5
10.0
3.1

6.8
3.2
1.8

1.5
0.8
0.5

Note: Average data plan across selected MNOs in May 2019.

The table below shows a pricing comparison between Tier 1 and Tier 2 MNOs in some of our key target markets.
US$/GB, except %

Tier 1
Tier 2
% Difference

US

UK

12.4
9.1
36%

5.5
3.8
45%

China

1.8
1.1
64%

Japan

10.6
8.2
29%

Philippines

4.2
3.9
8%

Indonesia

1.3
1.0
30%

Source: Frost & Sullivan Report
Notes:

Data traffic pricing of Tier 1 and Tier 2 are based on the average data plan in 2018. Tier 1 MNOs refer to the MNOs with the largest numbers of subscribers in each country, unless
the subscriber market share difference is less than 5%. Price of Tier 2 MNOs is calculated based on the average pricing of the following two key players in each country.

Differences in network quality across different MNOs within the home market remain a pain-point for mobile data users. As a result, MNOs are
constantly making significant investments to improve their network quality to minimize customer churn. Given Tier 1 MNOs typically have the
financial strength to improve coverage of their mobile networks also to areas that may not be as economically attractive, population coverage ratios are
typically higher than those of Tier 2 MNOs, with the coverage ratio difference in some of our key
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target markets being as high as 8.3%. However, this incremental improvement in coverage rate is at the cost of significant capex incurred as compared to
Tier 2 MNOs, as shown in the table below. Similarly, depending on the market share of an operator, the depth of the network, available spectrum and
employed mobile technologies, the difference in utilization rates of networks across mobile operators can be as high as 30% within the same market.
Sharing between MNOs will allow them to increase their network utilization rate and simultaneously lower the network capex requirements,
thereby increasing efficiencies in operations and capital deployment. Below is a network population coverage and network utilization comparison
between different MNOs in some of our key target markets.
Network population coverage(1) comparison between Tier 1 and Tier 2 MNOs:
%

Tier 1
Tier 2
% Difference

US

UK

98.6%
94.8%
3.8%

98.5%
97.0%
1.5%

China

100%
94.0%
6.0%

Japan

100%
99.0%
1.0%

Philippines

90.3%
82.0%
8.3%

Indonesia

85.0%
80.5%
4.5%

Note: (1) Defined as the percentage of total population covered by the respective mobile network.

Capex Comparison between Tier 1 and Tier 2 MNOs in some of our key target markets
In US$Bn

Tier 1
Tier 2
% Difference
Notes:

US

UK

10.0
7.6
32%

0.80
0.63
27%

China

12.3
5.0
146%

Japan

5.7
4.0
43%

Philippines

0.58
0.49
18%

Indonesia

0.84
0.47
79%

Capex of Tier 1 and Tier 2 based on the average capex of 2013-2017. Tier 1 MNOs refer to the MNOs with the largest number of subscribers in each country, unless the subscriber
market share difference is less than 5%. Capex of the Tier 2 MNOs is calculated based on the average of the following two key players in each country.

Network utilization of MNOs in some global key markets, as of 2017(1):

Source: Frost & Sullivan Report
Notes: (1) Defined as the average capacity utilization rate during busy hours in the 5% of most loaded sectors in the network
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uCloudlink 3.0 – Sharing between all mobile data users
We plan to further expand our TAM by addressing the unmet needs of mobile data users by enabling user-based data traffic sharing under our 3.0
sharing model in the near future, where mobile data users may freely share and trade data traffic from their underutilized data packages via our mobile
data traffic marketplace.
We have seen user-based sharing models across many other industries with significant value creation. According to Frost & Sullivan, five major
sharing economy sectors including on-demand staffing, media streaming, shared mobility, hospitality, peer-to-peer and crowd-based funding had a
combined market size of US$14 billion in 2014 and are expected to grow to US$258 billion by 2023, representing a CAGR of 38.2%. Meanwhile, the
combined market size of the respective traditional operating models corresponding to those five sectors is expected to grow from US$240 billion to
US$258 billion across the same time period, representing a CAGR of 0.8%. Various sharing economy models create new market opportunities and
provide additional optionality to consumers, who are becoming more technology savvy, cautious about efficient use of resources, with a higher degree of
customization and personal interaction needs, as well as change in live-style as a result of globalization. A mature user-based sharing model is still
absent from the telecommunication space and we believe there are great potential for this to be developed in the future.
The diagram below shows the comparison between the market sizes of the five major sharing economy models against their traditional operating
models, including on-demand staffing, media streaming, shared mobility, hospitality, peer-to-peer and crowd-based funding:

Source: Frost & Sullivan Report

In the global mobile data connectivity service industry, the underutilization of assets is twofold. On the one hand, the physical networks owned
and operated by MNO’s often are underutilized, leading to a sub-optimal return on invested capital for MNOs. On the other hand, given there is limited
sharing of data traffic allowances amongst users, the mobile data utilization rate can be as low as 42.5%. Sharing these unused data traffic allowances
through new business models such as uCloudlink’s 3.0 sharing model can result in significant resource utilization benefits for both mobile data users and
MNOs.
Utilization rate of data plans across key markets:
US

UK

China

Japan

Philippines

Indonesia

67.5%

42.5%

69.3%

75.3%

80.2%

59.2%

Source: Frost & Sullivan Report

In summary, we estimated our total addressable market, or TAM, to be US$23.3 billion in 2018, consisting of the international data roaming
market. As we have started to offer local data connectivity services such as
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GlocalMe Inside under the sharing model 2.0, we will be able to tap into the massive local data connectivity services market, which is expected to grow
to US$1,210 billion by 2023.

Source: Frost & Sullivan Report

Overview of the Global Mobile Data Connectivity Industry and Key Trends
Major mobile data connectivity service providers
Most mobile data connectivity service providers fall under one of three categories:
•

Mobile Network Operator (MNO): providers of wireless communication services that own or control all the elements necessary to deliver
services to mobile data users including the radio spectrum allocation, physical wireless network infrastructure, back-haul network
infrastructure, and billing and customer services. They typically provide both wholesale and retail offerings to individual consumers and
businesses.

•

Mobile Virtual Network Operator (MVNO): mobile operators that usually do not have their own network infrastructure. Instead, MVNOs
have commercial arrangements with MNOs to rent out capacity on the MNOs’ network to serve their own customers. MVNOs typically
offer wireless communication services under their own brands and distribute their SIM cards through online or physical retail channels to
their end customers.

•

Over The Top Mobile Virtual Network Operator (OTT MVNO): typically eSIM or soft SIM technology-based mobile data connectivity
service providers that aggregate network capacity from multiple MNOs and MVNOs to redistribute that capacity through customized retail
offerings under their own brands.

Our cloud SIM technology: We do not own or control any telecommunication infrastructure like MNOs, nor are we dependent on the network of a
limited number of MNOs like the MVNOs. We host a pool of SIM cards in the cloud and enable mobile data users to consume mobile data traffic, and
potentially enable mobile data users and data providers to share their data traffic through a simple buy-and-sell process via our mobile data traffic
marketplace. Our users are able to switch to any network available in the SIM card pool dynamically based on their respective global locations, which is
not typically available in services based on other OTT MVNO technologies. Our cloud SIM technology is also capable of supporting mobile data traffic
sharing among mobile data users and is compatible with other technologies offered by MNOs, MVNOs and OTT MVNOs to enable data traffic sharing
across all platforms.
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Importance of mobile data traffic sharing to increase in a 5G world with growing variety of applications
The importance of staying connected to and the applications of mobile technologies will be further amplified by the adoption of the 5G technology
in the coming years. 5G is expected to offer unprecedented bandwidth, low latency, fast mobility, and high capacity compared to previous technologies,
which will support a set of brand new applications on top of a better experience.
5G applications can be classified into three key categories:
•

Enhanced mobile broadband: enhanced indoor and outdoor broadband will facilitate applications such as enterprise collaboration and
augmented and virtual reality. For example, given the data-intensive and interactive nature, high quality augmented and virtual reality
experiences set high requirements for network speed and latency, as well as storage and computing capabilities in the cloud, which can
only be satisfied by 5G.

•

Ultra-reliable low latency communications: such as smart grids, remote patient monitoring or telehealth, industrial automation and
autonomous vehicle. For example, autonomous vehicle is one of the mission-critical applications, with extremely high requirements for
seamless coverage. The low network latency and fast mobility features of 5G are the key enablers of autonomous driving.

•

Massive machine type communications: such as IoT, asset tracking, smart agriculture, smart cities, energy monitoring, smart homes,
remote monitoring. For example, the future development of smart cities will be wireless, cloud-based and analytically rich, all setting
higher requirements than current 4G networks can deliver.

Source: Setting the Scene for 5G: Opportunities & Challenges, International Telecommunication Union, 2018
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However, the rollout of 5G technology will place significantly higher requirements on mobile network capabilities compared to 4G. The diagram
below compares the network performance requirements of today’s 4G mobile network against 5G across eight different categories.

Source: Frost & Sullivan Report

Significant incremental capex will be required for implementation of 5G. When telecommunication technology advances from one generation to
another, for example from 3G to 4G or from 4G to 5G, there are significant incremental capex requirements related to spectrum and network equipment
and infrastructure. As the telecommunications industry is approaching the 5G era, there will be significant pressure of capex requirement on MNOs in
order to support the rollout of 5G network in the next 10 years. According to Frost & Sullivan, the capex requirement to support 5G technology in some
of the key countries, such as China and the United States is expected to be at 122% and 34% more than that under 4G, adding tremendous financial
burden on MNOs.
Below table showcase the difference between 4G and expected 5G investment in some of our key target markets:
(US$ billion)

China

4G Investment
Expected 5G Investment
Increase in Investment under 5G vs. 4G

190
421
122%

US

197
265
34%

Japan

94
129
37%

Korea

41
61
51%

Source: Frost & Sullivan Report

In addition, in the context of international roaming, the traditional roaming arrangements will significantly negate the benefits of low latency and
high speed 5G could bring. With the network upgrading form 4G and 5G, MNOs will have to conduct cost renegotiations of bilateral international
roaming arrangements. Both points highlight the importance mobile data traffic sharing in the 5G era.
Growing importance of the sharing concept in the telecommunications industry
As the mobile communication service industry becomes more competitive globally, in order to cope with the additional capex burden that comes
with the technology advancement, carriers have has begun sharing telecommunication infrastructure and other network resources.
The largest shared telecommunication infrastructure to date is the passive telecommunication infrastructure, primarily in the telecommunications
tower market, where multiple MNOs co-locate their antenna equipment on a
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shared physical tower site. According to Frost & Sullivan, approximately 67.5% of all global telecommunication towers globally in 2018 were shared
between multiple MNOs. Tower sharing has gained recognition not just from the industry players but also support from the government in order to
increase the efficiency of network usage as well as provide an environment for more competitive pricing and continuous technology advancement to
happen. As a result, the telecommunication tower sharing industry has grown to become a multi-billion industry with the world’s 20 listed tower
companies adding to a market capitalization of US$202 billion business as of December 31, 2018. Sharing of passive infrastructure significantly lower
MNOs’ network capex requirement and improve MNOs’ time to market given this type of sharing typically involve massive infrastructure projects,
which consume a significant amount of time and capital to build, however it typically involve complex negotiations among MNOs.
In addition, MNOs will also share active infrastructure, for example, radio spectrum, radio access network (RAN) and more, that are typically
electronic infrastructure. It also extends to operational and administrative systems, such as billing system, customer service platform. As a result, this
type of sharing typically takes the partnerships between MNOs deeper, and involves more complex negotiations and more often seen by regulators as
potential anti-competition move in the past. It also incur additional operating expenses for the MNOs given they will need to pay leasing fees for the
active infrastructure shared by their MNOs partners.
Beyond sharing of passive and active telecommunication infrastructures, MNOs have started to open up their networks and services for sharing to
further improve utilization of network resources. Currently, key strategies include:
•

MNOs Opening-up Network to MVNOs: MNOs monetize unused network resources through partnership with MVNOs. MVNOs will
typically target niche user segments where the MNOs have less success, and thereby act as a magnet, to indirectly increase the number of
customer on the MNOs’ network and create an additional revenue stream for the MNOs. This network sharing strategy is a relatively easy
to implement, given the MVNOs only ride on the MNO networks and primarily focus on sales and marketing to satisfy the need of
customers in niche segments, while the network infrastructure remain fully owned and operated by the MNOs. As a result, the number of
mobile subscribers under MVNOs globally has increased from 174 million in 2014 to 233 million in 2018, representing a CAGR of 7.6%,
and expected to reach 407 million subscribers by 2023, growing at an accelerated CAGR 11.8% between 2018 and 2023.

•

Direct network sharing among MNOs: The MNOs market has always been a complex web of agreements, partnerships and rivalries.
Competition among local MNOs globally is typically intense with low level of sharing given MNOs consider network asset as a core
competence and strategic asset, it typically involves a series of negotiation and complex agreements to realize networking sharing.
Network sharing agreements have been seen to some extent in Europe through the establishment of joint venture companies between the
MNOs to consolidate the network assets intended to be shared. Moreover, as roaming agreements will need to be renegotiated among
MNOs as the mobile technology evolve from one generation to another (i.e. from 4G to 5G), it creates further demand for alternative
solutions that minimizes the negotiation costs.

Sharing of telecommunication resources has not happened on the level of end-users
Unlike other industries such as transportation, entertainment or lodging, there is an absence of a user-based sharing model in the
telecommunications industry. Network sharing between MNOs will be able to help address resources utilization, but it is complex to implement. Sharing
among users could be an alternative solution.
Sharing across end-users in other industries has gradually become a norm and part of daily life situations. It unlocks the value of unused and
underused assets, driving a shift from asset-heavy to asset-light businesses and enabling access over ownership. Some 83% of Americans are familiar
with sharing services in 2018, and two-thirds of consumers worldwide are willing to share or rent out their personal assets. While different in nature
across industries, sharing
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economy models allow efficiently mapping of the unbalance between supply and demand side requirements for certain resources via a sharing platform.
According to Frost & Sullivan, mobile data packages are still significantly underutilized in some of our key target markets. On average, mobile
data users are only able to utilize 65.7% of their data plan across our key target markets, indicating there is a large pool of unused mobile data traffic
available for sharing between the end-users.
Cloud SIM technology uniquely positioned to become a competitive option for data traffic sharing in the 5G era
Overview of cloud SIM technology
Subscriber Identity Modules, or SIM cards, have been playing the role of authenticating and pairing mobile devices with the mobile networks and
subsequently allowing the mobile device users to access the networks. Switching from traditional SIM technology to cloud SIM technology, mobile
device users’ options of network are no longer restricted by the ties between physical SIM cards and the respective MNO networks. Cloud SIM
technology uncouples users from the exclusive relationship with the MNOs by residing a pool of SIM cards in the cloud. Users are thus able to switch to
any network available in the SIM card pool dynamically and automatically based on their location. By utilizing local SIM cards via cloud SIM, mobile
data users are able to enjoy mobile data connectivity service globally with local network quality and at local rates, while still able to retain access to
their primary phone number from their home network supported by traditional SIM cards.
The cloud SIM technology is in many aspects superior to OTT MVNO technologies
Soft SIM, which is more exposed to hacking given that it does not reside in any kind of secure data storage. The functionalities are performed by a
collection of software applications with generally unsecured data handling. Moreover, hardware companies and vendors have access to write SIM card
profiles under soft SIM in addition to MNOs, which can negatively affect the adoption of the technology by MNOs.
Embedded SIM (eSIM), which still ties the mobile devices to specific MNOs and limits future dynamic and seamless switching across networks,
which is required to achieve best coverage, competitive rate and the optimal user experience.
Below is a comprehensive comparison across the three major OTT MVNO SIM technologies:
Cloud SIM

SoftSIM

eSIM

Physical existence

Physical SIM card on servers
Nothing on devices

Data and software on server Nothing
on devices

Data and software on server Embedded
chipset on devices

Convenience

✓

Enables compatible devices to
use local data network without
physically changing SIM cards
and supports automatic
switching among mobile
networks

✓

Enables compatible devices to use
local data network without
physically changing SIM cards
and supports automatic switching
among mobile networks

✘

Requires users to manually
remove and switch network on
their mobile devices

Flexibility

✓

Users are no longer limited to a
particular MNO

✓

Users are no longer limited to a
particular MNO

✘

Only a small portion of
smartphones support eSIM
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Cloud SIM

SoftSIM

eSIM

✓

MNOs become suppliers of
data traffic

✓

MNOs become suppliers of data
traffic

✘

To promote eSIM technology,
mobile device companies have to
cooperate with MNOs or MVNOs
to gain technology support.
However, MNOs or MVNOs are
typically reluctant to provide such
support as they believe eSIM may
undermine users’ loyalty to their
brands

✓

High security

✘

✓

High security

✓

Follows the existing
telecommunication technology,
and presents no significant
security risk for MNOs

✘

Information can be copied; low
security.
Requires SIM profile for data
traffic to be stored locally on the
smart devices as software, which
cannot be fully controlled by
MNOs and is subject to hacking

✓

Requires SIM profile for data
traffic to be stored locally on the
mobile devices. The SIM profile
is remotely downloaded
over-the-air into an embedded
universal integrated circuit card,
the secure element in the eSIM
solution

Availabilities of SIM
resources

✓

Close to all MNOs

✘

Few MNOs

✘

Few MNOs

Coverage

✓ Multiple MNOs’ networks

✓ Multiple MNOs’ networks

✘ Based on dedicated MNOs’ network

Service Repackaging

✓ Possible

✘ Not possible

✘ Not possible

Standard

✘ No standard

✘ No standard

✓ GSMA standard

Personal sharing

✓ Possible

✘ Not possible

✘ Not possible

Utilize under-utilized
data

✓ Possible

✘ Not possible

✘ Not possible

Security

Source: Frost & Sullivan Report

As a result of the advantages of cloud SIM, cloud SIM could become the standard for data sharing. Moreover, cloud SIM technologies is the only
mobile data solution that supports sharing among mobile data users, which we expect to serve as the basis for our sharing 3.0 model. Data sharing can
reduce under-utilized data packages and improve the efficiency of mobile data networks. Cloud SIM technology is also compatible with SoftSIM and
eSIM technologies.
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Competitive landscape of key global mobile data service providers
Below is a comparison across all key global mobile data service providers, including MNOs, MVNOs and OTT MVNOs

Player

Products & Services

Dynamic
network
selection for
users

Service
coverage

SIM Technology

Utilize
underutilized
data

Data
repackaging

Decouple
users from
physical
SIM cards

uCloudlink

Cloud SIM enabled
mobile terminals

Cloud SIM

143 countries and
regions

Yes

Yes

Yes

Yes

MNOs

Local or international
roaming

Mostly physical
SIM

Depends on the
MNOs’ roaming
agreement

No

No

No

No

MVNOs/ SIM
reseller

Local and dependent on
MNOs’ networks

Mostly physical
SIM

Depends on their
agreement with
MNOs

No

No

No

No

OTT MVNOs

eSIM and Soft SIM
enabled portable Wi-Fi
and smart devices

Mostly eSIM and
Soft SIM

Depends on
agreements
between eSIM and
soft SIM providers
and MNOs

eSIM (only
with MNO’s
approval)

No

No

eSIM
(No)

Soft SIM (Yes)

Soft SIM
(Yes)

Source: Frost & Sullivan Report

uCloudlink’s cloud SIM technology enabled mobile terminals and services offer the following key advantages compared to other mobile data
service providers:
•

Our ability to acquire data from a wide range of sources. Our Cloud SIM technology can in theory support SIM cards from almost all
suppliers and connect to networks of almost all MNOs. Moreover, the technology is compatible with eSIM and soft SIM technologies,
encompassing the SIM card source available to those technologies.

•

Our ability to support dynamic network selection for mobile data users: With dynamic network selection capability, we can connect our
users with local mobile data network that has the optimal combination of network quality, speed and price. As a result, users only need to
carry one uCloudlink cloud SIM technology-enabled mobile device while they are travelling in the 143 countries and regions covered by
uCloudlink to stay connected. uCloudlink’s mobile data connectivity services can be accessed across all smartphones, and regardless of the
home mobile network that the users contracted with.

•

Our ability to utilize under-utilized data: uCloudlink’s proprietary algorithms to analyze historical data usage patterns and predict future
data traffic demand, and the insights gained enable uCloudlink to efficiently procure data traffic allowances. We can intelligently allocate
data traffic in the SIM card pool to our cloud SIM technology-enabled terminals, further maximizing the utilization rate of each of our SIM
cards.

•

Our ability to repackage data: With the ability to serve our users with data traffic from multiple mobile networks and to dynamically select
SIM cards for our users, we are able to create a variety of data packages across 143 countries and regions that we cover, to enable users to
choose the most optimal
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data traffic plan based on their actual needs. In addition, we are also technologically ready to support mobile data users to trade their
unused data to further customize their data allowances and packages.
•

Our ability to decouple users from physical SIM cards: Cloud SIM technology enables mobile data users to be decoupled from SIM cards,
providing mobile data users with additional mobile network optionality. User can purchase data packages through our GlocalMe Connect
mobile application and enjoy mobile data connectivity services provided by the MNOs, which is not possible under the traditional
SIM-based model.

Certain handset manufacturers have begun to embed mobile data connectivity services in their devices, but only in limited numbers and only
through eSIM and soft SIM technologies, which suffer from certain disadvantages as discussed above.
Powered by such competitive advantages, uCloudlink became the largest portable Wi-Fi service providers in China with a market share of 41.0%
in 2018, significantly above the second and third players, who only had 20.2% and 14.0% market share respectively, according to Frost & Sullivan.
Based on the foregoing, we expect the adoption for uCloudlink’s product and services will continue to grow.
Benefits of adopting cloud SIM to handset and smart device companies
Traditionally, handset and smart device companies have limited ways to monetize their products and primarily rely on handset sales, which does
not provide a recurring revenue stream and required smartphone companies to constantly design and promote new handset and smart device models in
order to satisfy users’ needs.
The implementation of cloud SIM can bring the following benefits to handset and smart device companies:
•

Enhanced product differentiation to promote sales. Embedded mobile data connectivity services, which can be pre-installed in handset and
smart devices, adds an additional major selling point to the handset and smart devices, enhancing product differentiation and
competitiveness and resulting in more sales with better data traffic.

•

New Recurring revenue streams. Smartphone companies, who are typically reliant on one-off sales of hardware, can generate an additional,
recurring and highly scalable data revenue stream via the revenue-sharing arrangements with cloud SIM providers.

•

Stronger foothold in digital ecosystem. Acting as a catalyst for mobile data usage, cloud SIM technology can be deployed on handsets as
well as other smart devices, and serve as gateway for hardware vendors to participate in the digital ecosystem and capture more business
opportunities.
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BUSINESS
Our Mission
Our mission is to enable people to use mobile data traffic freely anytime, anywhere like breathing the air. We aim to make the world more
connected with maximized network utility through harnessing the power of mobile data traffic sharing.
Overview
We are the world’s first and leading mobile data traffic sharing marketplace, according to Frost & Sullivan. We are the pioneer of introducing the
sharing economy business model into the telecommunications industry, creating a marketplace for mobile data traffic. Leveraging our innovative cloud
SIM technology and architecture, we redefine the mobile data connectivity experience, allowing users to gain access to mobile data traffic allowance
shared by network operators on our marketplace. As of June 30, 2019, we had aggregated mobile data traffic allowances from 271 mobile network
operators (MNOs) in 143 countries and regions in our cloud SIM architecture. Total data consumed through our platform were approximately 9,000 and
28,000 terabytes in 2017 and 2018, respectively, and were approximately 11,000 and 25,000 terabytes in the six months ended June 30, 2018 and 2019,
respectively.
Our innovative cloud SIM technology sets the technological foundation of our marketplace, which is built upon our cloud SIM architecture. We
have developed our proprietary cloud SIM technology based on remote SIM connection, which means that SIM cards are not embedded in the mobile
terminals but remotely connected on the cloud. According to Frost & Sullivan, cloud SIM technology enabled solutions are superior to other SIM-based
technology solutions, such as solutions based on embedded SIM (eSIM) and soft SIM, in terms of network availability, quality, connection and security.
Our cloud SIM technology allows dynamic selection of network services based on signal coverage and cost, and intelligent distribution of data traffic in
the SIM card pool to terminals that may support multiple end devices through our cloud SIM platform, to achieve better network quality, more reliable
connection and lower cost. As of June 30, 2019, we owned 36 patents relating to our cloud SIM technology.
Leveraging our cloud SIM technology and architecture, we provide mobile data connectivity services with reliable connection, high speed and
competitive price, allowing users to enjoy a superior seamless mobile connectivity experience. We have transformed the traditional telecommunication
business model, where users can only access the wireless network provided by their contracted MNOs and are not able to use the networks of other local
MNOs. By giving users access to our distributed SIM card pool, we free users from this exclusivity, and give them the freedom to access the mobile
networks of other MNOs without physically changing SIM cards wherever they are in the world as long as it is one of the 143 countries and regions we
cover. As a result, we have accumulated a large and active user base. In the first six months of 2019, our average daily active terminals reached
approximately 145,700 and each of our active terminals on average used 1,000 megabytes of mobile data per day. In addition to mobile data users, we
also create unique values to the other stakeholders in the telecommunications industry worldwide, including smartphone and smart-hardware companies,
mobile virtual network operators (MVNOs), MNOs and more broadly to the society.
We operate our business under what we refer to as uCloudlink 1.0 and uCloudlink 2.0 models, and plan to launch uCloudlink 3.0 model in the
future.
•

uCloudlink 1.0. Our uCloudlink 1.0 model focuses on cross-border travelers that need mobile data connectivity services across different
countries. We started to conduct our business under the uCloudlink 1.0 model in 2014. We operate portable Wi-Fi services under our own
Roamingman brand in China, Malaysia and Singapore to provide global mobile data connectivity services. We also offer GlocalMe
portable Wi-Fi terminals and provide our cloud SIM architecture to business partners such as MVNOs, MNOs and portable Wi-Fi terminal
rental companies, for them to offer global mobile data
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connectivity services directly to their users. Leveraging on these business partners’ local operation knowledge and established brand name
in their regions, we are able to penetrate into different markets and regions more effectively, accelerating the adoption of our products and
services on a global scale. Since 2018, we began to offer smartphones and smart devices enabled with mobile data connectivity services
such as the GlocalMe World Phone series. According to Frost & Sullivan, the market size of international roaming service is
US$23.3 billion in 2018 and is expected to reach US$34.8 billion in 2023. We are the largest portable Wi-Fi service provider for
international roaming for Chinese outbound travelers with a 41.0% market share in 2018, according to Frost & Sullivan.
•

uCloudlink 2.0. Our uCloudlink 2.0 model aims to provide mobile data connectivity services to local users across different MNOs in a
single country. We tested this service in 2018, and commercially launched the service in April 2019. We develop GlocalMe Inside
implementation for smartphones and other smart hardware terminals, enabling them to obtain access to our cloud SIM architecture and use
our globally distributed SIM card pool, and also offer GlocalMe World Phone series. We have partnered with a leading smartphone
company in China to provide GlocalMe Inside implementation for certain models of its smartphones. Similarly, we have agreed with other
smartphone brands including PT. Bangga Teknologi Indonesia, the owner of the handset brand Advan in Indonesia, and Cosmic
Technologies, Inc., the owner of the handset brand Cherry Mobile in the Philippines, to launch GlocalMe Inside on some of their models.
This enables smartphone users to use not only our global mobile data connectivity services but also local data traffic packages without a
separate Wi-Fi router. According to Frost & Sullivan, the market size of local mobile data connectivity services is US$820 billion in 2018
and is expected to reach US$1,149 billion in 2023. As we are expanding GlocalMe Inside to more smartphone brands and models, we
believe we will be able to grow our user base rapidly and capture more monetization opportunities in the market.

•

uCloudlink 3.0. We expect that we will launch our services following uCloudlink 3.0 model in the next two to three years. We anticipate
that under our proposed uCloudlink 3.0 model, users may share and trade their unused data packages through our cloud SIM architecture,
which will create a data traffic sharing marketplace. We have tested the data allowance sharing among users in trials, and are
technologically ready to launch the uCloudlink 3.0 model. We believe that our successful uCloudlink 1.0 model and fast-growing
uCloudlink 2.0 model will lead us to uCloudlink 3.0 model in the near future. Sharing among users will further enrich the sources of our
distributed SIM card pool and optimize network usage, and make us a vibrant data traffic sharing marketplace.

We have developed proprietary algorithms to analyze historical data usage patterns and predict future data traffic demand. We use the insights
gained from the data analytic results to efficiently procure data traffic allowances from MNOs and other sources globally, dynamically select network
services based on signal coverage and cost, and intelligently allocate data traffic in the SIM card pool to terminals, then to end devices. As a result, we
are able to achieve better network quality, more reliable connection and lower cost for users, as well as improve our cost efficiency. As the first entrance
for users to access mobile internet, we may also leverage the data analytics to develop a number of value-added services, such as advertisement.
We have grown rapidly in recent years. Our average daily active terminals increased by 73.0% from approximately 65,300 in 2017 to 113,000 in
2018, and increased by 44.4% from approximately 100,900 in the six months ended June 30, 2018 to 145,700 in the six months ended June 30, 2019.
The average daily data usage per active terminal increased from 390 megabytes in 2017 to 700 megabytes in 2018, and increased from 640 megabytes in
the six months ended June 30, 2018 to 1,000 megabytes in the six months ended June 30, 2019. We generate revenue primarily from our mobile data
connectivity services and hardware terminals that incorporate the services. Our revenues increased by 47.2% from US$85.8 million in 2017 to
US$126.4 million in 2018. Our revenues were US$62.0 million and US$60.6 million in the six months ended June 30, 2018 and 2019, respectively. Our
gross margin increased from 34.4% in 2017 to 36.5% in 2018, and further to 44.8% in the six months ended June 30, 2019. We had a net loss of
US$19.3 million and US$26.6 million in 2017 and 2018, respectively, and of US$10.2 million and US$0.7 million in the six months ended June 30,
2018 and 2019,
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respectively. Our adjusted net loss, a non-GAAP measure defined as net loss excluding share-based compensation, was US$13.7 million and
US$24.3 million in 2017 and 2018, respectively, and was US$8.8 million and US$0.5 million in the six months ended June 30, 2018 and 2019,
respectively. Our adjusted EBITDA, another non-GAAP measure defined as net loss excluding share of loss in equity method investment net of tax,
interest expense, depreciation and amortization, and share-based compensation, was negative US$4.7 million and negative US$15.1 million in 2017 and
2018, respectively, and was negative US$3.4 million and US$1.4 million in the six months ended June 30, 2018 and 2019, respectively. See “Summary
Consolidated Financial and Operating Data—Non-GAAP Financial Measures.” In 2017, 2018 and the six months ended June 30, 2019, we generated
37.9%, 50.9% and 57.9%, respectively, of our revenues from customers outside of China.
Our Value Propositions
Our products and services deliver unique value propositions to mobile data users, handset and smart-hardware companies, MVNOs, MNOs and
more broadly to the society.
To our users:
•

Global coverage. Users enjoy mobile data connectivity services in 143 countries and regions, freely switching among countries, network
operators, and data plans.

•

Superior mobile connectivity experience. Our technology dynamically and intelligently selects the local mobile network available in our
distributed SIM card pool with strong signal and fast speed at the location of the end-user. Users may enjoy seamless and unnoticeable
transitions across different network operators.

•

Locally competitive rate. By repackaging data allowances across different operators and tailoring them to meet a broad variety of user
preferences we are able to offer competitive rates to local and cross-border users comparable to those provided by local operators.

•

Personalized data package to maximize data package usage. Our users can customize data packages based on their own needs, which
minimizes the data traffic wastage in their data plans and helps optimize network utilization for network operators.

To smartphone and smart-hardware companies:
•

Enhanced product differentiation to promote sales. Our GlocalMe Inside implementation, which can be pre-installed in smart mobile
terminals, adds an additional major selling point to smartphones models, enhancing product differentiation and competitiveness and
resulting in more sales.

•

New recurring revenue streams. Smartphone companies, who are typically reliant on one-off sales of hardware, can generate an additional,
recurring and highly scalable data revenue stream via the revenue-sharing arrangements with us.

•

Stronger foothold in digital ecosystem. Acting as a catalyst for mobile data usage, GlocalMe Inside can be deployed on smartphones as
well as other smart-hardware terminals, and serve as gateway for hardware vendors to participate in the digital ecosystem and capture more
business opportunities.

To MVNOs and fixed network operators:
•

Flexible mobile network sourcing. By using our services, MVNOs can reduce their dependence on the arrangement with MNOs to use their
network. We also purchase spare data capacity from MVNOs thereby increasing efficient usage of their networks.

•

Strengthened local and global data connectivity offering. Leveraging our global SIM card resources, MVNOs can offer their users
competitively-priced international mobile data connectivity services and provide broader local coverage and better network performance,
without being limited by that of the MNOs they have entered into contract with.
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•

Enabling mobile data offering for fixed network operators. Cable operators or other fixed network operators can offer wireless services
through our GlocalMe products without entering into an MVNO contract.

•

Offering full ownership of users. By offering GlocalMe products, MVNOs can foster more direct and interactive relationships with users.

To MNOs, especially tier-2 and 3 MNOs:
•

Improved network coverage and service quality. We improve a MNO’s network coverage by enabling their customers to access all the
mobile networks globally supported by our platform. Our technology provides seamless and continuous access to data and enhances user
experience, ultimately helping MNOs improve customer satisfaction and stickiness and save capital expenditure.

•

Maximized network utilization. Our platform can revolutionize the difficult process of network sharing among MNOs. We can also
dynamically select networks of MNOs, by intelligently identifying the imbalance in terms of coverage and usage level between different
networks, to better leverage their under-utilized network capacities and maximize the network utilization.

•

Simplified cooperation among MNOs. We enable MNOs to share their network without having to engage in costly and time-consuming
one-on-one negotiations. In addition, MNOs may choose not to roll-out networks in economically unattractive areas where other operators
already provide coverage.

•

New user development model. Our platform decouples users from a single MNO under the traditional SIM-based model, and allows MNOs
to acquire and develop users and sell data traffic allowances through users’ GlocalMe-ready smart devices, creating a new OTT-like
handset-based user development model.

•

Accelerated 5G implementation. As network operators start to roll-out 5G networks, mobile data traffic sharing between MNOs via our
cloud SIM architecture can reduce capital spending and roaming agreements negotiation cost, ensure low network latency for end users
and expand network coverage.

To society as a whole:
•

Radio frequency efficiency. Our cloud SIM technology enables MNOs to share their networks and resources, improving efficiency of
spectrum usage.

•

Environmentally friendly and reduce waste. Our sharing model reduces duplicated construction of telecommunication infrastructure, which
leads to less industrial waste.

•

Enhanced information sharing and digitalization. We facilitate better information sharing by allowing people to use mobile data traffic. By
empowering smartphones and smart hardware with reliable mobile connectivity without limitation, we facilitate the creation of innovative
mobile digital solutions.

Our Competitive Strengths
We believe the following strengths have contributed to our success:
The world’s first and leading mobile data traffic sharing marketplace
We are the pioneer of introducing the sharing economy business model into the telecommunications industry, creating a marketplace for mobile
data traffic. Similar to the adoption of sharing economy business model in many other industries globally, such as transportation, retail and
entertainment, we believe our innovative business model will unlock massive benefits for individuals and companies in the telecommunications
industry, and deliver superior mobile data traffic experience cost-effectively. Through our marketplace, traffic
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allowances from network operators globally can be shared among our users, who then enjoy superior and ubiquitous mobile data connectivity
experience worldwide. Network operators may share their networks without engaging in often complex and costly one-on-one network sharing
negotiations for international and domestic roaming services. As of June 30, 2019, we had aggregated mobile data traffic allowances from 271 MNOs in
143 countries and regions into our distributed SIM card pool.
Our data traffic sharing marketplace leverages on our proprietary cloud SIM technology, which can dynamically select the network at a given
location that shows an optimal combination of strong signal, fast speed and attractive rates for each user. This results in superior mobile data
connectivity experience, establishing a win-win situation for network operators and users. The monthly average data usage through our platform
increased from approximately 750 terabytes in 2017 to 2,300 terabytes in 2018, and increased from approximately 1,800 terabytes in the six months
ended June 30, 2018 to 4,200 terabytes in the six months ended June 30, 2019. In the first six months of 2019, each of our active terminals on average
used 1,000 megabytes of mobile data per day. Our average daily active terminals was approximately 145,700 for the first six months of 2019.
Our mobile data connectivity services have traditionally been targeting cross-border travelers who may use our GlocalMe portable Wi-Fi
empowered by cloud SIM technology to access the internet globally. We provide portable Wi-Fi as a service through Roamingman brand and also
distribute to our business partners to support their own brands. We have partnered with a leading smartphone company in China to provide GlocalMe
Inside implementation for certain models of its smartphones. Similarly, we have agreed with other smartphone brands including Advan in Indonesia and
Cherry Mobile in the Philippines, to launch GlocalMe Inside on some of their models. This enables smartphone users to use our global mobile data
connectivity services without a separate Wi-Fi router. As of the date of this prospectus, there are approximately 480,000 smartphones in the market with
GlocalMe Inside implementation. As we are expanding GlocalMe Inside to more smartphone brands and models, we believe we will be able to grow our
user base rapidly and capture more monetization opportunities in the market.
Innovative cloud SIM technology and architecture redefining mobile data connectivity experience
Leveraging our innovative cloud SIM technology and architecture, we have created a powerful business model, redefining mobile data
connectivity experience. Under the traditional telecommunication business model, each user has one SIM card to access the wireless network provided
by the contracted MNO. Users are not able to use the network of other local MNOs and typically need to pay significant roaming fees to access the
network of foreign MNOs when they travel in other countries. By giving our users access to our distributed SIM card pool, our cloud SIM architecture
frees users from this exclusivity, and gives users the freedom to access the mobile networks of 271 MNOs seamlessly by purchasing attractive and welltailored data packages that come with stable and high-speed wireless connections.
Our cloud SIM architecture, which is empowered by our proprietary cloud SIM technology, primarily consists of our distributed SIM card pool, a
cloud SIM platform with portals and tools, and terminals capable of supporting multiple end devices. As of June 30, 2019, we owned 36 patents relating
to our cloud SIM technology, which is superior to other SIM-based communication technologies in many aspects according to Frost & Sullivan:
•

Cross-MNO data traffic sharing creates more options for users. As of June 30, 2019, our distributed SIM card pool hosts SIM cards from
271 MNOs globally. The cloud SIM platform supports intelligent network selection by detecting the local network with best overall
performance at a given location and available in our distributed SIM card pool, and automatically allocating the associated SIM card
information to the terminals of the end user. Our cloud SIM technology is more flexible than embedded SIM (eSIM), which ties users with
specific MNOs through contracts and limits future switching options of users.
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•

Cloud SIM architecture supports the expansion of our operations and business. We can easily expand our data traffic capacity and
coverage by purchasing new SIM cards with traffic allowances and hosting them in our distributed SIM card pool. We may rapidly develop
relationships with new business partners as they may host their local SIM cards either directly in our distributed SIM card pool or manage
a local SIM bank by themselves which can be connected to our cloud SIM platform. Every device with GlocalMe Inside installed may
potentially become our source of data traffic allowance supply, making us a vibrant data traffic sharing marketplace.

•

Cloud SIM technology ensures high network security. With dual-SIM-card system and dual-channel communication, we believe our cloud
SIM technology is superior to other SIM technologies. Soft SIM, for example, is less secured, as hardware companies and vendors have
access to SIM card profile in addition to MNOs. The functionalities of soft SIM are performed by software applications with generally
unsecured data handling.

Our cloud SIM technology is increasingly recognized by key participants in the mobile value chain. Through GlocalMe Inside, we believe we are
the only player that has implemented cloud SIM technology in smart hardware products made by global leading brands. We implement this on
communication chipsets through pre-installation or subsequent firmware update.
Strong strategic partnerships globally enabling deep and effective penetration into local markets
Since we commenced our business operations in 2014, we have expanded our mobile data network coverage to 143 countries and regions globally.
We have a proven track record of identifying and building trusted relationships with strong local business partners, allowing us to effectively reach users
in key markets. As of June 30, 2019, we had approximately 1,740 business partners across 40 countries. These business partners operate portable Wi-Fi
rental business or resell our products under their own brands using our GlocalMe portable Wi-Fi solutions. Leveraging on their local operation
knowledge and established brand name in their regions, we are able to penetrate into different markets and regions more effectively, accelerating the
adoption of our products and services on a global scale. Our business partners under uCloudlink 1.0 model include Vision Inc. (Global Wifi), Telecom
Square Inc., Jetfi Technology Co. Ltd., and Softbank Corp. We also partner with a leading European car rental company for global mobile data
connectivity services.
As our business expands from providing international data roaming solutions to cross-border travelers to providing domestic data traffic to local
residents through GlocalMe Inside-enabled smartphones, we actively develop strategic partnerships with leading smartphone companies primarily
through revenue-sharing agreements. As of the date of this prospectus, we have partnered with three smartphone companies globally for GlocalMe
Inside implementation on a total of seven models:
•

We have partnered with a leading smartphone company in China to provide GlocalMe Inside implementation for certain models of its
smartphones.

•

Advan. In Indonesia, Advan has launched GlocalMe Inside on one of its smartphone models in July 2019, and expects to launch GlocalMe
Inside on its other three smartphone models later in 2019.

•

Cherry Mobile. In the Philippines, we cooperate with Cherry Mobile and plan to commercially launch our GlocalMe Inside
implementation on Cherry Roam smartphones in August 2019.

We believe that GlocalMe Inside creates a highly scalable new business model and will lead to enormous market opportunities as more
smartphone companies participate.
Efficient data procurement and utilization based on advanced technology and data analytic capabilities
Our data traffic sharing marketplace serves as a unique global mobile data traffic access point covering 143 countries and regions. As users surf
the internet through the mobile data connectivity services we provide,
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we are the first entrance for users. Approximately 9,000 and 28,000 terabytes of data had been consumed on our marketplace in 2017 and 2018,
respectively, and approximately 11,000 and 25,000 terabytes of data had been consumed on our marketplace in the six months ended June 30, 2018 and
2019, respectively. We have developed proprietary algorithms to analyze historical data usage patterns and predict future data traffic demand. We predict
mobile data demand through modeling, which takes into account seasonality, regions and countries, network performance and other features to predict
users’ data demand at a specific time in a geographic area. Based on the prediction, we dynamically select the networks and utilize the data traffic
available on our platform, ensuring reliable mobile data connectivity services to our users. We also use the insights gained from the data analytic results
to efficiently procure data traffic allowances from MNOs and other sources globally. Our data procurement optimizes between pricing and coverage
quality, allowing us to secure a distributed SIM card pool that offers superior coverage and user experience at attractive rates. In 2017, 2018 and the six
months ended June 30, 2019, our gross margin relating to our services was 39.5%, 47.9% and 56.8%, respectively.
In addition to procuring data through traditional wholesale packages, our data traffic sharing marketplace, powered by our cloud SIM technology,
uniquely positions us to obtain data from underutilized network resources. For example, network operators can sell to us the data traffic on their
networks that is under-used for traditional wholesale agreements. MVNOs can monetize through our marketplace the data allowances that they have
purchased from MNOs but not yet used by their own end-users. Under our uCloudlink 3.0 model, we will also enable users to share unused data
allowances on our marketplace. As a result, our marketplace minimizes data wastage for the participants in the mobile data value chain and ensures
optimal allocation of resources, which in turn help enrich our data procurement sources and make us a vibrant mobile data traffic sharing marketplace.
Diversified and asset-light business model with strong growth and margin
In 2018, we generated revenues of US$126.4 million, representing a 47.2% growth from US$85.8 million in 2017. Our revenue growth has been
driven by strong mobile data demand due to the increasingly data-heavy mobile media content and the growing recognition of our high-quality and
innovative mobile data connectivity services among users and business partners. Our average daily active terminals increased by 73.0% from 65,300 in
2017 to 113,000 in 2018, and increased by 44.4% from approximately 100,900 in the six months ended June 30, 2018 to 145,700 in the six months
ended June 30, 2019. The average daily data usage per active terminal increased from 390 megabytes in 2017 to 700 megabytes in 2018, and increased
from approximately 640 megabytes in the six months ended June 30, 2018 to 1,000 megabytes in the six months ended June 30, 2019. We believe these
factors, together with our expansion into local data markets around the globe, will continue to drive the robust growth of our business and diversify our
revenue streams across geographic regions. In 2018 and the six months ended June 30, 2019, we generated 50.9% and 58.0% of our revenues from
regions outside China according to the location of the customers, respectively.
As we strategically continue to skew our revenue mix towards mobile data connectivity services, which have a low marginal unit cost, and as we
continuously optimize our SIM allocation algorithm to improve our SIM utilization rate, we will enjoy attractive unit economics and returns. Our gross
profit margin reached 36.5% in 2018, an increase from 34.4% in 2017. Our gross profit margin reached 44.8% in the six months ended June 30, 2019, an
increase from 34.3% in the six months ended June 30, 2018. In 2017, 2018 and the six months ended June 30, 2019, our gross margin relating to our
services was 39.5%, 47.9% and 56.8%, respectively. Our products and services are built on our cloud SIM architecture, which requires limited capital
expenditure. Our total capital expenditures were only 7.8%, 4.1% and 1.2% of our revenues in 2017, 2018 and the six months ended June 30, 2019,
respectively, providing us with a solid foundation to generate cash flow in the future.
Experienced and visionary management team
Our company is built on new technology and an innovative business model, and we benefit from the vision and experience of our founding and
senior management team. Our senior management team has an average of
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approximately 22 years of experience in the telecommunications industry. They have in-depth knowledge to navigate through global
telecommunications industry value chain with first-hand working experience dealing with MNOs, mobile network equipment suppliers, smart hardware
companies and distributors in Asia, Europe and North America. Their deep insights on telecommunication technologies, mobile data network operation
and industry trend enable us to stay at the forefront of technology and business model innovation and redefine the mobile data traffic experience. Our
management believes the fundamental measure of our success is the value we create for mobile data users, smartphone and smart-hardware companies,
MVNOs, MNOs and the society as a whole.
Our Growth Strategies
As the world’s first and leading data traffic sharing marketplace, we have a set of user-centric strategies to grow our business and deliver the best
mobile internet connectivity experience to users globally.
Strengthen our market leadership in international mobile data connectivity services for cross-border travelers
We plan to further grow our market share in international mobile data connectivity services for cross-border travelers. We will tailor our marketing
strategies and develop distribution channels to further expose our products and services to cross-border travelers, for example, by partnering with more
leading online travel agencies and establishing more pickup and return stations. In addition, we will develop our collaboration with MNOs and MVNOs
and promote our products and services through their distribution channels. We will also conduct direct marketing and partner with strong local business
partners to establish ourselves as the “go-to” service provider for international mobile data connectivity services, superior in terms of price, coverage
and convenience. We will also provide more value-added services, especially cross-border travelers, such as map, translation, car reservation and
itinerary planning, to attract and retain our users. We will continue to innovate and improve our hardware products and GlocalMe solutions to provide
reliable support for international mobile data connectivity.
Capture the massive opportunities in local mobile data markets worldwide
According to Frost & Sullivan, revenues from local mobile data connectivity services worldwide represent approximately 35 times the revenues of
international mobile data connectivity services in 2018. We are constantly seeking opportunities and advancing our hardware products and data
connectivity solutions to capture the massive opportunities in local mobile data markets.
We plan to enter selected local data markets through partnerships with local companies with strong presence, such as network operators. We will
focus on countries with a reasonably developed telecommunications industry and a sizable population to ensure an attractive addressable market. We
will identify market pain-points such as high price for mobile data, limited coverage by certain wireless operators, and underutilized network resources.
We plan to work with carefully selected local business partners to help navigate regulatory requirements and accelerate our market entry process.
Through our cloud SIM technology we are uniquely positioned to help participants in the mobile value chain monetize unused data allowances
and network resources in the future. We will encourage MNOs, MVNOs and users to share local mobile data traffic allowances over our marketplace,
thereby limiting their capital expenditure and operating expenses, and minimizing inefficient usage of network resources under our proposed uCloudlink
3.0 model.
Expand GlocalMe Inside to become a leading provider and create a GlocalMe Inside connection based ecosystem
Through our GlocalMe Inside solutions, we embed our cloud SIM technology into the smart terminals of third-party brands. This enables users to
directly purchase local data packages on these third-party terminals. We
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intend to expand the implementation of GlocalMe Inside through more strategic partnerships with third-party smart device brands.
Smart device brands are seeking supplemental recurring revenue streams on top of their traditional one-off hardware sales. We have adopted
revenue sharing model, profit sharing model, and one-time installation fee model for GlocalMe Inside, which allows mobile terminal brands to benefit
from such recurring revenue streams on a global basis. This will increase the competitiveness of their products by offering embedded mobile data
connectivity services to their users. Leveraging on GlocalMe Inside, mobile terminal brands may diversify their offerings to take part in
telecommunication ecosystem.
As of the date of this prospectus, we have partnered with three handset brands globally for GlocalMe Inside implementation on a total of seven
models, resulting in a total of approximately 480,000 third-party smartphones in circulation globally that were upgraded to support GlocalMe Inside. We
will continue to promote GlocalMe Inside to make it a standard configuration for mobile terminals, and create an ecosystem for users, smart device
brands, network operators and applications based on GlocalMe Inside connection.
Support the global proliferation of Internet-of-thing (IoT) applications in the upcoming 5G era
IoT applications are expected to create massive revenue opportunities in the era of 5G. According to Frost & Sullivan, the global IoT market is
expected to grow from approximately US$1.4 trillion in 2018 to US$2.8 trillion in 2023, representing a CAGR of 14.3%. Key requirements for the rapid
adoption of reliable IoT services include universal coverage, superior throughput speed and low latency network.
•

Cross-network connection. Moving objects require stable connections as they transition within and across countries. For example, logistics
companies need to track their trucks and parcels precisely as they are being transported globally.

•

High throughput speed. Surveillance, and the latest augmented reality (AR) and virtual reality (VR) applications, which often consume a
large amount of data, require cost-effective data connectivity solution with comprehensive coverage and high throughput speed.

•

Low latency. For certain IoT applications such as automated vehicles, latency in milliseconds could result in a collision. Our cloud SIM
architecture can intelligently identify networks with the lowest latency to ensure the IoT applications to meet critical operational
requirements.

•

High network reliability. For law enforcement and public safety agencies, mobile data connectivity services with high reliability are critical
for officers to stay connected and ensure real-time monitoring.

We believe our IoT modules will be able to offer the above-mentioned attributes to machines and mobile terminals at a competitive price based on
our cloud SIM technology and architecture, and fully capitalize on the opportunities offered by the new 5G use cases.
Continue to innovate to pursue new monetization opportunities
We believe that our cloud SIM technology and architecture can be further monetized through new products and services. As a unique global
mobile data traffic access point supported by our strong data analytics capability, we plan to further capitalize on our large user base and roll out
additional value-added services such as mobile advertising. In addition, as we are uniquely positioned to collect network statistics cross mobile data
networks globally, we plan to utilize the insights gained from the meta-data and analytic results to develop and offer additional value-added services,
such as assisting network operators to assess and optimize their network infrastructure and deployment. As more users and business partners join our
platform, we will further advance our big data analytics capabilities, and continuously improve our service quality and monetization capabilities.
We have conducted trials on the sharing model of mobile data traffic allowances using cloud SIM technology among trial users. These trials
allowed us to gain initial insights on user behavior and technological requirements for mobile data traffic allowance sharing between individual users.
We plan to further explore this uCloudlink 3.0 model in the future, by promoting data traffic sharing between individual users.
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Promote user engagement across our products to drive adoption and recurring usage
We plan to promote cross-product engagement and long-term recurring usage. We offer bundled products to stimulate user engagement across
product categories. For example, we offer bundled data packages combining mobile data connectivity and international roaming packages in order to
stimulate users to utilize our services both in their home market and when traveling. We also focus on selling data connectivity solutions to lock-in
customers for long-term usage and increase the likelihood for repeat purchases of our data packages. In addition, we bundle hardware terminals with
data packages, which allows us to keep track of users’ purchases, identify dormant users and offer them promotions to reactivate their usage.
We plan to enhance adoption of GlocalMe Inside in third-party smart terminals. We will continue to promote the adoption of GlocalMe Inside
implementation in more terminals through pre-installation or subsequent firmware update, educate users about our mobile data connectivity services and
offer more promotions to stimulate usage. We plan to adopt a freemium approach for GlocalMe Inside, by offering free starter data packages via the
GlocalMe apps to motivate users to experience our services and eventually convert them to customers buying data packages. We will actively promote
our services in certain regions and conduct targeted marketing to bring in more users. We believe this leads to higher retention rate once the user has
tested our products. Moreover, depending on the agreements between business partners of mobile terminal companies and us, our business partners may
promote GlocalMe Inside as a key feature of their mobile terminals and cross-sell it with data packages. This further helps us acquire more users and
improve user engagement.
Pursue strategic investment and acquisition opportunities
We intend to pursue suitable strategic partnerships, investments and acquisitions. Potential business partners may include companies that have key
technologies and patents to enable us to innovate and remain competitive, as well as those with local operational experience that will help us penetrate
effectively into key markets.
Evolution of Our Business
Our uCloudlink cloud SIM platform is designed for sharing mobile data connectivity services by allocating the SIM cards remotely and
dynamically to users. All users can access and use the SIM card resources in our distributed SIM card pool supplied by different network operators via
our platform.
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The graph below shows the evolution of our business:

uCloudlink 1.0 model focuses on cross-border travelers that need mobile data connectivity services across different countries. According to
Frost & Sullivan, the market size of international roaming service is US$23.3 billion in 2018 and is expected to reach US$34.8 billion in 2023. We
started to conduct our business under uCloudlink 1.0 model in 2014. When a terminal connects in a foreign country or region, a local SIM card in our
distributed SIM card pool will be allocated dynamically based on the terminal’s location to avoid costly roaming fees. We operate Roamingman portable
Wi-Fi services in China, Malaysia and Singapore to provide global mobile data connectivity services. We also offer GlocalMe portable Wi-Fi terminals
and provide our cloud SIM architecture to business partners such as MVNOs, MNOs and portable Wi-Fi terminal rental companies for them to offer
global mobile data connectivity services directly to their users. Our GlocalMe Inside implementation in smartphones and other smart terminals also
supports cross-border mobile data connectivity within uCloudlink 1.0 model.
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uCloudlink 2.0 model aims to provide mobile data connectivity services to local users across different MNOs in a single country. We started to
offer this service in 2018. According to Frost & Sullivan, the market size of local mobile data connectivity services is US$820 billion in 2018 and is
expected to reach US$1,149 billion in 2023. We allocate another SIM card to a terminal when its current MNO does not have coverage in a certain
location, or allocate a SIM card with cheaper data charges or better network quality when multiple MNOs offer coverage in that location. We develop
GlocalMe Inside implementation for smartphones and other smart hardware products, enabling them to obtain access to our cloud SIM architecture and
use our distributed SIM card pool. Users with GlocalMe Inside embedded terminals can enjoy reliable and high-speed data connectivity experience at
competitive cost. We have launched the GlocalMe World Phones series, cooperated with third-party smartphone companies to implement GlocalMe
Inside, and developed cloud SIM modules for smart hardware products. An MNO or MVNO may also leverage our GlocalMe products under
uCloudlink 2.0 model to provide local data connectivity in areas where it does not have strong network deployment.
Under uCloudlink 3.0 model, which is in its trial stage, users may share and trade their unused data allowance through our cloud SIM architecture.
We believe that our successful uCloudlink 1.0 model and fast-growing uCloudlink 2.0 model will lead us to uCloudlink 3.0 model in the near future.
The data allowance from different users will be incorporated to our distributed SIM card pool in addition to those from MNOs and MVNOs. Sharing
among users will further enrich the sources of our distributed SIM card pool, help eliminate data wastage and optimize network usage, and make us a
vibrant data traffic sharing marketplace. We have conducted trials for the uCloudlink 3.0 model. These trials allowed us to gain initial insights on user
behavior and technological requirements for mobile data traffic allowance sharing among individual users.
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The graph below summarizes our business ecosystem and monetization model:

Our Cloud SIM Technology and Architecture
Relying on our cloud SIM technology and architecture, we provide users with mobile data connectivity service with reliable connectivity, high
speed or competitive price. The cloud SIM technology enables compatible terminals to use local data network without changing SIM cards, whereas the
cloud SIM architecture supports the operation of cloud SIM technology.
Cloud SIM Technology
We have developed our cloud SIM technology based on remote SIM connection, which means that SIM cards are not located inside the mobile
terminals but remotely connected. Because SIM cards are not locally hosted on the terminals, we can easily switch the SIM card from one to another
dynamically over the cloud. Cloud SIM technology requires two connections simultaneously, many chipsets in the market support our cloud
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SIM technology through firmware upgrade. As of June 30, 2019, we owned 36 patents relating to the cloud SIM technology in China, Japan, United
States and other countries, and had 38 pending patent applications.
The key advantages of our cloud SIM technology include:
•

Availability. Users are no longer limited to one particular MNO. MNOs become suppliers of data traffic and can be easily replaced by their
competitors. In addition, end users in our proposed uCloudlink 3.0 model may also become our sources of data traffic.

•

Better network quality and connection. Cloud SIM technology allows dynamic selection of network services based on signal coverage and
cost to achieve better network quality, more reliable connection and lower cost.

•

Security. The cloud SIM technology follows the existing telecoms technology, and presents no additional security risk.

Cloud SIM Architecture
The cloud SIM architecture mainly consists of (i) a distributed SIM card pool with data traffic purchased by us or provided by our business
partners, hosted locally or remotely using SIM banks and other terminals; (ii) uCloudlink cloud SIM platform, including software and necessary
infrastructures for users and business partners; and (iii) user-end terminals such as GlocalMe portable Wi-Fi terminals and smartphones, and GlocalMe
Inside implementations in third-party smartphones as well as smart-hardware products. Network data supplied from the distributed SIM card pool are
delivered to end terminals through uCloudlink cloud SIM platform using cloud SIM technology.
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Our cloud SIM architecture allows a broad range of business partners, such as mobile terminal brands, MVNOs, MNOs, mobile Wi-Fi terminal
rental companies and distribution channels, to participate in our fast-growing business. Our distributed SIM card pool includes distributed SIM banks
operated by us and our business partners, contributing to a data supply network with global coverage. Our cloud SIM platform supports our business
partners so that they can offer reliable services and generate revenues efficiently. The end terminals allow users to enjoy mobile data connectivity
services with reliable connectivity and high speed.
The illustration below demonstrates the components of our cloud SIM architecture:
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Distributed SIM Card Pool—Supply for Mobile Data Connectivity Services
Our distributed SIM card pool includes SIM cards purchased and managed by us, and those hosted and managed by our business partners using
primarily SIM banks. It also supports data sharing by users in the future through SIM boxes and GlocalMe Inside smart phones and devices under our
uCloudlink 3.0 model.
Our SIM Banks. We operate our own distributed SIM banks to host a large number of local data SIM cards, which altogether enable us to provide
global mobile data connectivity services in 143 countries and regions, including those countries traditionally renowned for high roaming cost, such as
the Maldives and Mauritius. With cloud SIM technology, we simply purchase and use local SIM cards locally, reducing our data cost and eliminating the
need to negotiate complicated roaming terms with MNOs. See “—Mobile Data Procurement and Management.” As of June 30, 2019, we hosted over
230,600 SIM cards on SIM banks managed by ourselves and our partners.
Business Partners’ SIM Banks. Local SIM banks can also host a large number of data SIM cards, which can be physical SIM cards, e-SIM or soft
SIM cards, and may be managed by our business partners directly. For example, a MNO or MVNO from whom we procure data may operate a local
SIM bank and manage the data plans and SIM cards more efficiently. A portable Wi-Fi rental service business partner may purchase data locally and
host these SIM cards in local SIM banks to meet its data demand within its operating region. We charge our business partners by the number of SIM
cards hosted and the data volume provided through our architecture. As of June 30, 2019, the SIM cards hosted in local SIM banks and in our SIM
banks on account of our business partners account for 39.0% of our whole distributed SIM card pool.
SIM Box and Other SIM Terminals. Under our uCloudlink 3.0 model, users will be able to sell or exchange unused data allowances via our
distributed SIM card pool by using GlocalMe SIM boxes, GlocalMe Inside smartphones and other SIM terminals. GlocalMe SIM box is our cloud SIM
technology solution for users who need to have multiple SIM cards standby. SIM box is designed to be placed at home instead of being carried around.
Users of our SIM box can remotely connect via their smartphones to the SIM cards in the box for data connectivity, calls and text messages. We
monetize GlocalMe SIM box by selling the hardware products, and will add more features and provide services through SIM box in the future.

uCloudlink Cloud SIM Platform—Dispatcher of Mobile Data Connectivity Services
Our uCloudlink cloud SIM platform is the core of our cloud SIM architecture. The cloud SIM platform manages terminal information and user
accounts and intelligently allocates all the SIM cards hosted in our cloud SIM architecture. It computes detailed scores for network performance of
various mobile data networks in a given location. Such integrated knowledge allows the cloud SIM platform to detect and select the best local network
or most cost-efficient network available in our distributed SIM card pool for each user, and automatically connect the associated SIM card to the
terminal. The cloud SIM platform further includes portals and tools for users and business partners to track and manage the mobile data connectivity
service and smart
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terminals. We also provide open Application Programming Interface (API) to allow easy integration into business partners’ and enterprise customers’
existing management software.
Platform-as-a-Service (PaaS) . We offer our uCloudlink cloud SIM platform as PaaS to our business partners and charge associated service fees.
Our SIM card allocation algorithm increases the efficiency and utilization rate of the SIM cards, allowing business partners and us to generate attractive
usage economics and minimize data wastage. In addition, as SIM cards purchased by us and those hosted by various business partners are incorporated
in the architecture as an integrated SIM card pool, mobile data connectivity service providers such as MNO and MVNO business partners can not only
offer their own data connectivity service on our platform, but also easily obtain access to data connectivity services from other service providers.
Big Data and Advanced Algorithms. As our platform represents our users’ first entry-point to the mobile internet, we are able to obtain timely and
first-hand feedback from users of our mobile data connectivity services, and gain access to a large volume of network coverage and performance related
information. We develop and leverage big data analytics to enhance the accuracy of our data usage demand predictions, optimize our operations, and
deliver best-in-class user experience. For example, insights into the network performance and user data traffic demand help us react to network spikes
and interruptions quickly. We may provide such insights as business intelligence to our business partners in the future to optimize their network
infrastructure deployment and improve the service experience of their customers and to provide more advanced value-added services, such as
advertisement.
Cloud Infrastructure. We have built a robust technology infrastructure to support the delivery of mobile data connectivity solutions globally. We
currently utilize third-party clouds to host our network infrastructure and cloud SIM platform servers. Cloud infrastructure allows elastic and distributed
supply of computing power and bandwidths to accommodate traffic spikes, increasing the robustness of our system. When we experience elevated
demand from our users, for example during summer holidays or other peak traveling seasons, we may expand our cloud SIM platform efficiently in
various countries and regions to address the increased demand. In the unlikely event that our access to one of our platform server is interrupted, cloud
technology allows immediate service supplement from servers in other places to fill in and provide continuous services. We also back-up our servers and
data on a daily basis using cloud technology to minimize the risk of data loss, which enables instant system restoration and reliable service.
Smart Terminals—Demand for Mobile Data Connectivity Services
Terminals that are compatible with our cloud SIM technology are a vital part of our business. Empowered by our cloud SIM technology, these
terminals free users from physically changing SIM cards, ready to connect to global mobile networks with reliable connectivity, high speed and
competitive prices. Our cloud SIM technology enables the terminals to communicate to our cloud SIM platform the basic information regarding network
selection and cloud SIM card matching, and provides the terminals with high-speed mobile data connectivity services. Terminals report information of
network performance at their locations back to the cloud SIM platform so that it can dynamically improve its network allocation efficiency. Users may
purchase local data packages and international data packages and manage their terminals through our GlocalMe apps.
Supported by our broad network coverage and powerful cloud SIM platform, we have introduced a range of compatible terminals, including
portable Wi-Fi terminals, GlocalMe Inside embedded smartphones and other smart-hardware products such as IoT terminals. Under uCloudlink 1.0
model, most of the smart terminals are portable Wi-Fi terminals for international roaming purposes. Under uCloudlink 2.0 model, most terminals are
smartphones with GlocalMe Inside implementation, through which users can enjoy both local and international mobile data connectivity services. See
“—Our Products and Services.”
GlocalMe Connect and Other Apps. The GlocalMe Connect app enables seamless usage of our mobile data connectivity services on compatible
third-party terminals. Our app is adopted through either pre-installation or
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subsequent firmware update in third-party smartphones of leading global handset brands, or offered by our business partners under the own brands.
Users need to activate this app to enjoy our mobile data connectivity services. Users may easily check balance of their current data plans, renew their
plans, purchase and top up other local and global data packages, maintain their accounts and obtain access to online customer support. For each country
or region, users can choose from unlimited data pass in particular periods, normal data packages by data amounts, and packages for multiple countries in
that region.
The illustrations below show the interface and functions of our GlocalMe Connect app:

Besides GlocalMe Connect app, we also offer GlocalMe app that can be downloaded from app stores to manage portable Wi-Fi terminals, and
GlocalMe Call app to manage voice calls and text messages that are remotely hosted on SIM boxes.
Our Products and Services
Leveraging on our integral cloud SIM technology and architecture, the core of our business is to provide reliable and high-speed mobile data
connectivity services at competitive prices, which we deliver through a range of hardware products and service solutions to our business partners, retail
and enterprise customers. The main hardware terminals we offer include portable Wi-Fi terminals, smartphones and smart-hardware products for
international and local mobile data connectivity services. We also provide business solutions using multiple types of terminals to enterprise customers,
as well as other value-added services to our business partners.
GlocalMe Portable Wi-Fi
We launched our GlocalMe portable Wi-Fi solutions in 2014 as a signature product under uCloudlink 1.0 model. Empowered by our cloud SIM
architecture, our portable Wi-Fi solutions provide high-speed network
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connection in 143 countries and regions without physically changing SIM cards and supports simultaneous connection for up to five end devices. As we
allocate local data SIM cards in our distributed SIM card pool using our cloud SIM technology, cross-border travelers using our portable Wi-Fi solutions
enjoy local mobile data connection just like local users, which is reliable and fast and at competitive rates.
Although GlocalMe portable Wi-Fi solutions are primarily targeting users with international roaming needs, they can also be used locally under
uCloudlink 2.0 model. As the mobile terminals incorporating our portable Wi-Fi solutions can automatically choose the local mobile data network with
best performance at the location, local users may enjoy greater mobile data coverage, more reliable network connection, and lower price, without being
restricted to a particular MNO or MVNO.
We offer several models of hardware terminals incorporating our portable Wi-Fi solutions, including those with or without screens. GlocalMe
hardware terminals come with GlocalMe app, through which users may purchase global data using pay-as-you-go system, or choose from various local
and international data packages.
Services through “Roamingman” Brand
Roamingman is our brand of the global portable Wi-Fi service business, primarily targeting Chinese users who are traveling abroad under
uCloudlink 1.0 model. Besides China, we also operate Roamingman business in Malaysia and Singapore. Empowered by our cloud SIM architecture,
Roamingman provides global data connection through using our terminals. Users may obtain our portable Wi-Fi through multiple channels, including
multiple Roamingman e-commerce platforms, online travel agencies such as Ctrip and Fliggy, airlines and other travel related companies. We offer
flexible use periods, coverage regions and extension options to address the diverse needs from cross-border travelers. After reserving the terminals with
deposits, users may pick up and return the terminals at airports, convenience stores, or via courier services.
We typically charge users a daily service fee that includes unlimited data usage in that day. The price of the daily service fee depends on the
countries and regions the users plan to visit. In 2018 and the six months ended June 30, 2019, we fulfilled over 2.6 million and 1.3 million reservations
of portable Wi-Fi terminals through Roamingman brand, respectively, and accumulated a total of approximately 19.8 million and 9.4 million usage days
with our terminals, respectively. In the twelve months ended June 30, 2018 and 2019, 23.3% and 25.2% of users used our Roamingman terminals more
than once, respectively.
Direct Sales
We also directly sell our GlocalMe portable Wi-Fi solutions to enterprise and retail customers through online and offline channels in multiple
countries and regions, such as China, Japan, Europe and the United States. Frequent cross-border travelers and enterprise customers may be better off by
buying our terminals with data plans instead of short-term leasing. Our customers also include local users who seek to access more reliable and less
expensive mobile data network locally following uCloudlink 2.0 model. We generate revenue by selling the solutions, including the hardware and data
packages for future use. We also generate revenue when users purchase additional data package through our products. Users may purchase our terminals
on online e-commerce platforms such as Amazon and T-mall, as well as through in-flight magazines on supported airlines such as Cathay Dragon.
Co-operation with Business Partners
We have collaborated with business partners to provide access to our portable Wi-Fi solutions in other countries. Our business partners for
GlocalMe portable Wi-Fi solutions include MNOs, MVNOs and portable Wi-Fi rental companies. Typically, we generate revenue by selling the
hardware terminals to our business partners and providing mobile data connectivity services through our cloud SIM architecture. Our uCloudlink cloud
SIM platform offers customer management tools, back-end SIM card tracking and data billing system, and
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provides access to global mobile data networks. In addition to utilizing data traffic available on our cloud SIM platform, business partners may also
procure SIM cards and host the SIM cards in our cloud SIM architecture to provide data connectivity services to their customers. As of June 30, 2019,
we had approximately 244 business partners for GlocalMe portable Wi-Fi solutions in 40 countries, and we have sold approximately 495,200 terminals
to our business partners.
GlocalMe Inside Implementations
We believe that reliable and high-quality connectivity is the crucial factor for mobile phones no matter how many fancy add-on features they come
with. Hence, we provide GlocalMe Inside implementation solutions for smartphones so that users can enjoy reliable network experience with the mobile
phone itself using the respective GlocalMe Inside app, without physically changing SIM card or carrying an external portable Wi-Fi terminal.
This was done via a series of technological collaborations between us, mobile terminal brands and major chipset brands. We enable GlocalMe
Inside services in existing mobile models with supporting chipsets by simply notifying the mobile terminal users to update their firmware. Alternatively,
third-party mobile phone brands can also pre-install our GlocalMe Inside solutions on their new mobile terminals, which can also become a unique
selling feature of their new products. We believe by having an embedded data solution, third-party mobile terminal brands will be able to diversify their
product offerings and participate in telecommunication ecosystem. As of the date of this prospectus, there are approximately 480,000 smartphones that
support GlocalMe Inside, and approximately 28,180 of those had activated their GlocalMe mobile data connectivity service.
While GlocalMe Inside is capable of providing both local and international mobile data connectivity services, given the convenience that comes
with an embedded data solution, GlocalMe Inside will further promote our signature implementation of uCloudlink 2.0 model, targeting high-speed
seeking reliable and fast local data connectivity.
Collaboration with Mobile Terminal Business Partners
As of the date of this prospectus, we had collaborated with three mobile terminal brands. Below are our key mobile terminal brand business
partners:
•

We have partnered with a leading smartphone company in China to provide GlocalMe Inside implementation for certain models of its
smartphones.

•

Cherry Mobile. Cherry Mobile is one of the major mobile device brands in the Philippines. As of the date of this prospectus, Cherry
Mobile has completed testing mobile devices implemented with GlocalMe Inside and currently targets to release approximately 30,000
units of the Cherry Roam model that are embedded with our cloud SIM technology. We plan to commercially launch our GlocalMe Inside
implementation on Cherry Roam smartphones in August 2019 in the Philippines.

•

Advan. Advan is one of the major mobile device brands in Indonesia. Advan has launched GlocalMe Inside on one of its smartphone
models in Indonesia in July 2019, and expects to launch GlocalMe Inside on its other three smartphone models later in 2019. By the end of
2019, Advan expects GlocalMe Inside to be implemented on a total of approximately 200,000 mobile terminals.

We sell data packages to mobile terminal users through GlocalMe Inside implementation ourselves or through our mobile terminal brand business
partners. We collect user payment when they purchase data packages through the pre-installed app and will pay the smartphone company a predetermined percentage of such payments we received as commissions. The percentage depends on the nature of the collaborations and the countries
where the mobile terminal users are using our mobile data connectivity services. For GlocalMe Inside implementation, we either piggyback our business
partners’ sales efforts to sell their mobile terminals with our data connectivity services embedded. Alternatively, we can become distribution channels of
our business partners by selling their terminals and our mobile data connectivity services.
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GlocalMe World Phone
Prior to the commercialization of GlocalMe Inside in third-party mobiles terminals, we launched GlocalMe World Phones in 2018, mobile phones
that come with GlocalMe Inside implementation and allow users to easily gain access to data network options through GlocalMe Connect app,
showcasing our GlocalMe Inside technology. We sell GlocalMe World Phones to selected distribution partners, such as Hong Kong Broadband Network
Limited, Maya System Inc. in Japan, and a leading European car rental company.
GlocalMe World Phones can instantly connect to global and local mobile network without extra equipment or changing SIM card using our cloud
SIM technology. They monitor the network performance in real time and automatically switch to the best available network locally. At the same time,
GlocalMe World Phones can serve as Wi-Fi hotspot for five simultaneous connections.
We generate revenue by selling the hardware products and offering data packages for the smartphones. We sell our GlocalMe World Phones
through online e-commerce platforms and offline channels.
GlocalMe Inside in other Smart Hardware
Some of other smart terminals also use smartphone chipsets and satisfy the requirements of cloud SIM technology. We provide the firmware
upgrade to third parties without additional hardware cost to enable global mobile data connectivity services on these terminals, including mobile Wi-Fi,
intelligent translators, industrial routers, and smart speakers.
Other Products and Services
IoT Module
In the new era of IoT, we offer IoT modules with GlocalMe Inside implementation to meet the huge demand for mobile data from various
terminals, and provide integrated network solutions to our customers. IoT modules are primarily targeting enterprise customers seeking for cost-effective
and reliable data connectivity with low network latency in their products, to be used locally and internationally. For example, we provide data network
solutions for translation terminals. We also help logistic companies to deploy their freight trucks using IoT modules installed on the vehicles. We expect
to generate revenue from IoT modules by selling hardware and data packages. As 5G becomes more available, IoT providers will be more dependent on
our cloud SIM architecture and service solutions.
SIM Cards
As a complementary product under uCloudlink 1.0 model, we sell SIM cards with prepaid data packages that we procure from various sources
around the world to outbound travelers who prefer the traditional method of physically changing the SIM cards in their smartphones. We expect to
expand our user base and data usage through this model, and cross-sell our other products and services.
Platform-as-a-Service (PaaS) / Software-as-a-Service (SaaS)
We offer uCloudlink cloud SIM platform as a service to our business partners with a service charge. Our uCloudlink cloud SIM platform
intelligently chooses best performing local network, supporting a massive number of terminals and users. PaaS targets sophisticated business partners
that have their own business operation software, such as MNOs and portable Wi-Fi rental companies, to improve their cooperation with us. The cloud
SIM platform includes APIs to allow easy integration into business partners’ and enterprise customers’ existing business management software.
SaaS targets business partners that do not have their own business operation software. We support full business software solutions such as
customer management and billing, sales of data packages, traffic tracking and
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monitoring, and multiple payment methods. Leveraging on the network data we collected through our operation, we are able to provide insights to our
business partners to boost their operation efficiency through advanced algorithms. Business partners may access to a dashboard through
www.ucloudlink.com. We charge our business partners for service fees for SaaS provided.
Our distributed SIM card pool includes distributed SIM banks that may be operated by our business partners locally to maintain and manage their
SIM cards, which will be dispatched through our cloud SIM platform. We charge our business partners service fees based on the number of SIM cards
hosted in our distributed SIM card pool. Our business partners include MNOs, MVNOs, portable Wi-Fi rental companies, and smartphone and smarthardware companies. See “—Our Cloud SIM Technology and Architecture—Cloud SIM Architecture.”
Value-Added Services
As users surf on internet through the mobile data connectivity services we provide, we are the first entrance for users and their information. Based
on this advantage, we provide a number of value-added services to our business partners, such as advertisement. We collaborate with our business
partners and other third-party advertisement agencies to provide advertisements on our products based on our big data analysis results. These
advertisements are displayed on the screens of our portable Wi-Fi terminals, GlocalMe World Phones and our GlocalMe Connect app. We also provide
other value-added services to our users, especially cross-border travelers, such as map, translation, car reservation and itinerary planning.
Mobile Data Procurement and Management
We provide mobile data connectivity services to our users, and we procure mobile data from various sources to form our distributed SIM card
pool. As of June 30, 2019, we had aggregated mobile data traffic allowances from 271 mobile network operators (MNOs) in 143 countries and regions
in our cloud SIM architecture. Data are consumed on our platform either directly by our users or indirectly through our business partners. Data
consumed directly by our users increased from approximately 8,000 terabytes in 2017 to 19,100 terabytes in 2018, while data consumed through our
business partners increased from approximately 1,000 terabytes in 2017 to 8,900 terabytes in 2018. Data consumed directly by our users increased from
approximately 7,900 terabytes in the six months ended June 30, 2018 to 13,000 terabytes in the six months ended June 30, 2019, while data consumed
through our business partners increased from approximately 3,100 terabytes in the six months ended June 30, 2018 to 12,100 terabytes in the six months
ended June 30, 2019. The graph below illustrates the flow of our data traffic allowance.

Data Procurement
Our data sources include MNOs and their sales channels, MVNOs, and other SIM-card trading companies. When we start to offer uCloudlink 3.0
model in the future, users will also become our suppliers of mobile data.
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We have a dedicated team of 11 data procurement personnel, as of June 30, 2019, to purchase global mobile data from various sources. Our data
purchasing team covers 143 countries and regions, divided by geographic regions and languages. In the first six months of 2019, our top ten data traffic
providers supply 49.7% of our distributed SIM card pool.
We ask for quotations from MNOs and resellers in a region and specify our technical requirements to support cloud SIM technology. Negotiation
with MNOs and their sales channels often lasts for up to two months. We generally use framework agreements for data procurement. We notify MNOs
of our request for cloud SIM technology support and sometimes include the requirement in the agreement. See “Risk Factors—Risks Related to Our
Business and Industry—We depend on network operators for their wireless networks, infrastructures and data traffic, and any disruptions of or
limitations on our use of such networks, infrastructures and data traffic may adversely affect our business and financial results.”
As we have aggregated mobile data traffic allowances from 271 MNOs, we possess bargaining power during the negotiation due to competition
among MNOs and sometimes offer bidding process to purchase data with better price and terms. As our user base grows, larger demand for data also
drives up our bargaining power with data suppliers. We further increase our bargaining power from our algorithm on pricing and user demand
prediction. We technically analyze data packages across MNOs and other data suppliers and choose the combination with lower price or better network
coverage. As our service maximizes network utilization, simplifies the cooperation among MNOs, improves network coverage and service quality of
MNOs and fully utilizes network capacity, especially 5G, MNOs are more willing to offer us leftover data with low price.
Our operation under uCloudlink 2.0 model involves the purchase and use of local data, and some local regulator require additional
telecommunication licenses and permits. We use our best efforts to obtain the requisite licenses and permits by collaborating with or forming joint
venture with local business partners who possess such licenses and permits or by applying by ourselves. For example, in May 2019, we made an
investment in a licensed MVNO primarily engaged in telecommunications related business.
The procured data, especially those from sources other than MNOs themselves, are subject to testing and validation before commercially loaded in
our distributed SIM card pool. This ensures that the data included in the SIM card has the volume and network performance parameters as the agreement
specified.
Data Demand Projection
To ensure reliable mobile data connectivity services to our users, we have a planning team to predict mobile data demand through modeling. The
model looks at seasonality, regions and countries, network performance and other features to predict users’ data demand at a specific time in a
geographic area.
In the rare event where mobile data demand spikes and our normally procured data cannot fulfill that one-off demand, we have set up procedures
to ensure our service quality. When the data usage reaches a threshold percentage of our distributed SIM card pool, our system will alert us. We may
activate backup SIM cards, which often provide more expensive data package and do not incur cost before activation. For example, in the event that the
data demand in Hong Kong spikes, we may activate a backup SIM card in Hong Kong, and if no local backup SIM card is available, activate a Thailand
SIM card using daily international roaming plan, to cover data demand in Hong Kong. Based on the prediction from modeling, if we find that our data
traffic is not sufficient to cover the data demand, we may utilize data traffic made available by our business partners on our platform or purchase SIM
cards from MNOs. If these measure still cannot solve the demand, we will temporarily stop service for new users or suspend new data package orders.
In the worst situation, we may pause service for users with low data demand.
Data Pricing Strategy
We set the prices of our mobile data packages based on prevailing market price. We also use algorithms to create our data plans by a fresh
combination of the data packages in our distributed SIM card pool. This
145

Table of Contents

significantly enhances the efficiency of our data SIM card management and increases the margin of our data operation.
Leveraging our Business Operations Support System (BOSS), we allow users to customize the data packages they wish to purchase, and we assign
tailor-made pricing to the data packages created by the users, based on their own needs and some metrics, such as the length of the data plan, the data
supplier, the geographic region covered and volume of data traffic needed. We are developing additional customization features so that users may
personalize and purchase data plans based on their needs. Such flexibility will enable more reasonable cost for users and increase our network operation
efficiency.
Manufacturing and Supply of Components
To produce our hardware terminals that incorporate our mobile data connectivity services, we rely on our manufacturing partners. A significant
portion of this manufacturing is currently performed by a small number of outsourcing partners. We have master agreements with our manufacturing
partners and issue purchase orders each time, with varying prices. Before engaging a manufacturing partner, we evaluate the plant’s manufacturing
capabilities, including quality control system, managing mechanism and business performance. We request the manufacturing partner to produce a small
batch as testing process. We work closely with our manufacturing partners on manufacturing schedules and components management to ensure that they
are able to meet their production commitments. We have an on-site quality control team to randomly test the products and oversees the working flow
from components to end products.
We have a dedicated team to purchase required components to meet specified requirements of our customers. Most components essential to our
business are generally available from multiple sources. However, a few components, such as chipsets, are at times subject to industry-wide shortage,
significant pricing fluctuations and long supply cycles. We communicate with chipset manufacturers or their agents periodically regarding their
production plans. We also apply our own monthly demand prediction for the following three months to purchase and store components.
We engage our manufacturing partners for component inventory storage as well. We do not maintain warehouses for end products as we primarily
produce according to purchase orders. We also outsourced the logistics service to third-party courier companies.
Marketing and Business Development
We promote our products and services through a variety of online and offline marketing and promotional activities. We primarily market our
Roamingman portable Wi-Fi service through online travel agencies such as Ctrip, as well as through offline channels. We also promote our Roamingman
brand with embedded advertisement in movies to reach broader consumer market. For GlocalMe portable Wi-Fi terminals, we publish advertisement on
in-flight magazines with support from airlines, for example, Cathay Dragon. For GlocalMe Inside and other services based on our cloud SIM
architecture, we establish our brand recognition to reach more potential business partners by participating exhibitions in tourism, consumer electronics
and telecommunications. To promote GlocalMe Inside, we provide promotional data traffic allowance from time to time to acquire new users, and we
collaborate with smartphone companies that use GlocalMe Inside implementations to activate their existing users by pushing advertising messages to the
handsets and conducting other targeted marketing. When holidays approach, we also promote data discount through WeChat accounts, email newsletters
and short text messages.
We have a dedicated business development team in charge of the marketing of our other products and services to potential business partners and
enterprise customers. We believe that sales of our reliable and high-quality products and services are enhanced by knowledgeable salespersons who can
convey the value of our cloud SIM technology and demonstrate various use scenarios enabled by our products. We further believe
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providing direct contact with our business partners is an effective way to demonstrate the advantages of our products and providing a high-quality sales
and after-sales support experience is critical to attracting new and retaining existing business partners. Most of our sales personnel previously work in
notable technology companies and have years of sales experience and technological knowledge base to support their sales activities. We establish our
brand recognition to reach more potential business partners by participating exhibitions in tourism, consumer electronics and telecommunications.
Customer Support
In our ongoing efforts to maintain end-user satisfaction and improve our products and services, we maintain a dedicated customer service team of
14 employees as of June 30, 2019. We offer customer support for global users in Chinese, English, Japanese and Cantonese, and we plan to offer more
language support for GlocalMe Inside products. Users may contact customer support directly from GlocalMe Connect app anytime to report issues and
voluntarily provide feedback on our products and services, which help us further improve our current business or develop and launch new services. We
currently provide all of customer service by ourselves, but some of our customer service was outsourced in the past. Our business partners, such as
MNOs, MVNOs, portable Wi-Fi terminal rental companies and smartphone companies and vendors, often employ their own customer service teams as
the first line facing users. We provide additional customer service and technical support for these teams.
Our customer support team typically solves the following issues: (i) consultation on data packages and their definitions, (ii) questions regarding
payment methods, and (iii) network performance glitches. For portable Wi-Fi terminals, users may mail back the broken terminal for repair and we often
plan for backup terminals to cover our Roamingman services. When we receive a user complaint, our customer support team will solve according to our
service policy. If the user is not satisfied, the issue will be escalated to our management team.
Research and Development
We invest significant resources in research and development to improve our technology and develop solutions supporting our cloud SIM
operations. We incurred US$13.3 million, US$20.4 million and US$8.0 million of research and development expenses in 2017, 2018 and the six months
ended June 30, 2019, respectively.
We have a team of experienced engineers who are primarily based in China. We recruit most of our engineers locally and have established various
recruiting and training programs to keep them abreast of the most advanced technologies. As of June 30, 2019, our technology team had a total of 358
personnel, primarily focusing on the development of cloud SIM technology and our architecture, firmware and software development, big data analysis
and hardware development.
Our research and development team has been working on our uCloudlink 3.0 model, where users may trade unused data allowance through our
cloud SIM architecture. The multiple trials our engineers have conducted under the uCloudlink 3.0 model allowed us to gain insights on user behavior
and technological requirements for sharing of data traffic allowance among individual users.
Data Privacy and Security
We are committed to protecting information security of all users and business partners within our cloud SIM architecture. We have established and
implemented a strict company-wide policy on data collection, processing and usage. We collect network performance information and other data that is
related to the services we provide and use the collected data for our operations, all with users’ consent.
We build our security protocols and processes for research and development, supply chain and other aspects of our business operations. We have a
security team of engineers and technicians dedicated to protecting the
147

Table of Contents

security of our data and our system. The mechanism of our cloud SIM technology is secure as it does not authorize third parties to modify SIM card
profiles. We anonymize and encrypt confidential personal information and take other technological measures to ensure the secure processing,
transmission and usage of data. We have also established stringent internal protocols under which we grant classified access to confidential personal data
only to limited employees with strictly defined and layered access authority. In addition, we use third-party security system provided by our cloud
service providers. Our security system is capable of handling malicious attacks each day to safeguard the security of our architecture and to protect the
privacy of our users.
We adopt security and data privacy practices in compliance with local cyber security law and data privacy regulations in the countries and regions
that we operate, including cyber security law of China, data privacy laws of Indonesia and GDPR. See “Risk Factors—Risks Related to Our Business
and Industry—We are subject to complex and evolving laws and regulations regarding privacy and data protection” and “Regulations—Regulations
Related to Internet Information Security and Privacy Protection.”
Intellectual Property
We regard our patents, trademarks, copyrights, domain names, know-how, proprietary technologies, and similar intellectual property as critical to
our success. As of June 30, 2019, we owned 36 patents relating to the cloud SIM technology in China, Japan, United States and other countries, and had
38 pending patent applications. Our patents cover our key technologies, including cloud SIM architecture and supporting terminals, design patents,
hardware antenna and hardware configuration. We also own 104 registered trademarks, including GlocalMe, Roamingman and uCloudlink, copyrights to
28 software programs developed by us relating to various aspects of our operations, and 49 registered domain names, including www.ucloudlink.com,
www.glocalme.com and www.roamingman.com.
We seek to protect our technology and associated intellectual property rights through a combination of patent, copyright and trademark laws, as
well as license agreements and other contractual protections. In addition, we enter into confidentiality and non-disclosure agreements with our
employees, our suppliers and manufacturers, our business partners and others to protect our proprietary rights. The agreements we enter into with our
employees also provide that all patents, software, inventions, developments, works of authorship and trade secrets created by them during the course of
their employment are our property.
We intend to protect our technology and proprietary rights vigorously. We have employed internal policies, confidentiality agreements,
encryptions and data security measures to protect our proprietary rights. However, there can be no assurance that our efforts will be successful. Even if
our efforts are successful, we may incur significant costs in defending our rights. From time to time, third parties may initiate litigation against us
alleging infringement of their proprietary rights or declaring their non-infringement of our intellectual property rights. See “Risk Factors—Risks Related
to Our Business and Industry—Our intellectual property rights are valuable, and any inability to protect them could reduce the value of our products,
services, and brand” and “Risk Factors—Risks Related to Our Business and Industry—We are, and may in the future be, subject to intellectual property
claims, which are costly to defend, could result in significant damage awards, and could limit our ability to use certain technologies in the future.”
Competition
The mobile data connectivity services industry is rapidly evolving and increasingly competitive. While we create unique values to and collaborate
with MNOs and MVNOs, who are important participants on our mobile data traffic sharing marketplace, we also face competition from them. Our
primary competitors under uCloudlink 1.0 model are other international roaming solution providers, including MNOs’ roaming and one-off tourist SIM
card services. Our primary competitors under uCloudlink 2.0 model are MVNOs. Our cloud SIM technology also faces competition from soft SIM
technology and eSIM technology. See “Industry—Overview of the Global Mobile Data Connectivity Industry and Key Trends—Major mobile data
connectivity service providers.”
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We believe that we are strategically positioned in global mobile data connectivity services industry and we compete with others based on the
following factors: (1) strong relationships with business partners around the globe to expand our product penetration; (2) advanced cloud SIM
technology and architecture that deliver high quality mobile data connectivity experience to end users; (3) innovative GlocalMe Inside solutions that
bring new opportunities to the hardware terminal value chain; and (4) experience and track record of success in the telecommunications business.
Employees
We had a total of 911, 916 and 834 employees as of December 31, 2017 and 2018 and June 30, 2019, respectively. The following table sets forth
the numbers of our employees categorized by function as of June 30, 2019.
Function

Number of Employees

Research and Development
Business Development, Sales and Marketing
Administration and Management
Total

358
363
113
834

Our success depends on our ability to attract, motivate, train and retain qualified personnel. The average age of our employees is below 31 and
68% of our employees have obtained bachelor’s degrees. We believe we offer our employees competitive compensation packages and an environment
that encourages self-development and, as a result, have generally been able to attract and retain qualified personnel and maintain a stable core
management team.
We enter into standard labor contracts and confidentiality agreements with our employees. As required by regulations in China, we participate in
various employee social insurance plans that are organized by municipal and provincial governments, including pension, unemployment insurance,
childbirth insurance, work-related injury insurance, medical insurance and housing fund. We are required under PRC law to make contributions to
employee social insurance plans at specified percentages of the salaries, bonuses and certain allowances of our employees, up to a maximum amount
specified by the local government from time to time. See “Risk Factors—Risks Related to Our Business and Industry—The enforcement of the PRC
Labor Contract Law and other labor-related regulations in the PRC may adversely affect our business and results of operations.” Bonuses are generally
discretionary and based in part on employee performance and in part on the overall performance of our business. We have granted, and plan to continue
to grant, share-based incentive awards to our employees in the future to incentivize their contributions to our growth and development.
Facilities
We are headquartered in Hong Kong and have offices in China and a few other countries. As of June 30, 2019, we have leased office space,
warehouses, server rooms and data centers in our key markets as summarized below. We lease our premises under operating lease agreements from
independent third parties. We believe that our existing facilities are generally adequate to meet our current needs, but we expect to seek additional space
as needed to accommodate future growth.
Location

Hong Kong
China
Overseas

Space
(sq.m. approx.)

268
9,434
592.9

Use

Office and other premises
Office, sales counter and warehouse
Office and other premises
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one to two years
half a year to three years
one to two years
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Insurance
We maintain various insurance policies to safeguard against risks and unexpected events. We have contracted with leading insurance companies
and providers to obtain insurance coverage for product liability and freight transportation. In addition to providing social insurance for our employees as
required by PRC law, we also provide supplemental commercial medical insurance for our employees. We have maintained product liability insurance
for our terminals.
Legal Proceedings
We have been involved in a series of intellectual property lawsuits against SIMO Holdings Inc., or SIMO, and its affiliates. In June 2018,
HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED and Ucloudlink (America), Ltd., two of our wholly-owned subsidiaries, were
named as defendants in a complaint filed by SIMO in the United States District Court for the Southern District of New York, alleging patent
infringements. The plaintiff initially alleged that our products deployed in the U.S. infringed its U.S. Patent No. 8,116,735 and U.S. Patent
No. 9,736,689, which are referred to as the ‘735 patent and the ‘689 patent, respectively, starting from August 2018. The plaintiff subsequently dropped
its allegations regarding the ‘735 patent in January 2019. In April 2019, the court granted summary judgment in favor of SIMO holding that we
infringed upon the ‘689 patent and also granted summary judgment in favor of us holding that there was no pre-suit damages to the extent that SIMO is
deemed to have been given actual notice of infringement as to certain of our products. In May 2019, the jury delivered a verdict which awarded SIMO
compensatory damages in the amount of approximately US$2.2 million for a four-month period from August 2018 to December 2018. The jury also
found that our infringement was willful, in connection with which the plaintiff sought enhanced damages in the amount of 50% of the compensatory
damages.
Immediately after the May 2019 jury verdict, we adjusted our cloud SIM platform and implemented an alternative method that we believe does
not infringe the ‘689 patent. This adjustment will not disrupt or negatively affect our products and services, user experience and business operations.
The trial judge delivered a final judgment in June 2019, approving enhanced damages in the amount of 30% of the compensatory damages. The
parties filed post-trial motions and the judge will issue orders on those motion. We intend to file an appeal of the court ruling in the United States Court
of Appeals for the Federal Circuit, and we will post a surety bond to delay paying the damages awarded by the trial judge until the appellate court
delivers its judgment. We did not accrue any loss contingencies as we did not consider an unfavorable outcome to be probable. We have incurred legal
expenses relating to this litigation of approximately US$2.1 million in 2018 and US$3.7 million in the first six months of 2019, and have not otherwise
suffered any material adverse impact on our business and operations. In parallel, we filed an invalidity petition against the ‘689 patent in the U.S. Patent
and Trademark Office and the proceeding is ongoing. We are also making improvements to our products and services in the U.S. to lower the risk of
patent infringement claims in the future.
In August 2018, we filed a complaint in the name of HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED and Ucloudlink
(America), Ltd. against SIMO and its affiliate Skyroam Inc. in the United States District Court for the Northern District of California. We claimed that
the defendants infringed and continued to infringe our U.S. Patent, Nos. 9,432,066 and 9,548,780. The defendants filed answer and counterclaim
alleging trade secret misappropriation, and our motion to dismiss the counterclaim is currently pending in court. This lawsuit is currently in discovery
stage.
In August 2018, two affiliates of SIMO, Shenzhen Sibowei’ersi Technology Co., Ltd. and Shenzhen Skyroam Technology Co., Ltd., which are
collectively referred to as Skyroam China, jointly filed a complaint against us in Guangzhou Intellectual Property Court in PRC alleging patent
infringements. The plaintiffs alleged that our products in the PRC infringe their Patent No. 594.6 that relates to patent on mobile terminal roaming
technology. We have filed an invalidation petition against their alleged patent in Patent Reexamination Board of
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National Intellectual Property Administration in PRC, on July 16, 2019, the Patent Reexamination Board issued a reexamination decision which
invalidates their alleged patent in its entirety. The first hearing of this lawsuit was held on May 13, 2019. Up to date, the final verdict is yet to be
delivered. We filed another two lawsuits against Shenzhen Skyroam Technology Co., Ltd., one being in the Intermediate People’s Court of Shenzhen,
which claims for patent infringement regarding our Patent No. 104.4 and the other being in the People’s Court of Nanshan District of Shenzhen, which
claims for commercial defamation infringement. The former is currently awaiting court notice, and the latter is in the process of appeal for jurisdiction
objection. We have incurred legal expenses relating to these litigations of approximately US$112 thousand in 2018 and US$47 thousand in the first six
months of 2019.
In June 2019, Shenzhen Skyroam Technology Co., Ltd. filed a complaint in the Intermediate People’s Court of Shenzhen alleging trade secret
misappropriation against one of our employees who is a former employee of Shenzhen Skyroam Technology Co., Ltd., one of our officers and us. The
plaintiff alleged that we misappropriated their trade secret by falsely obtaining, disclosing and using the trade secret regarding technology and operation
of the plaintiff, and it claimed damage of approximately US$14 million and cessation of misappropriation. The first hearing of this lawsuit will be held
on September 11, 2019. Also, in June 2019, Shenzhen Skyroam Technology Co., Ltd. filed a complaint against us in the Intermediate People’s Court of
Shenzhen regarding a patent ownership dispute. The plaintiff alleged that our patent No. 011.8, applied by their former employee, is actually the
technical achievement of the plaintiff, thus the patent should be owned by the plaintiff. The first hearing of this lawsuit will be held on August 23, 2019.
We believe the claims do not have merit and intend to defend ourselves vigorously. In the most unfavorable outcome of the two cases, we will lose our
patent No. 011.8 and pay damages. In addition, we learned that in July 2019, Shenzhen Skyroam Technology Co., Ltd. filed another complaint against
us, but we have not received court notice so far.
Any of the pending lawsuits against us, or any other legal or administrative proceeding, regardless of the outcome, is likely to result in substantial
cost and diversion of our resources, including our management’s time and attention. See “Risk Factors—Risks Related to Our Business and Industry—
We are involved in legal proceedings in the ordinary course of our business from time to time. If the outcomes of these proceedings are adverse to us, it
could have a material adverse effect on our business, results of operations and financial condition.”
151

Table of Contents

REGULATION
This section sets forth a summary of the principal PRC and Hong Kong laws and regulations relevant to our business and operations.
PRC
Regulations Related to Foreign Investment
Company Law of the PRC
The Company Law of the PRC, which was promulgated by the SCNPC, on December 29, 1993, came into effect on July 1, 1994, and was most
recently amended in 2018, provides that companies established in the PRC may either be limited liability companies or companies limited by shares.
Each company has the status of a legal person and owns its own assets. Assets of a company may be used in full for the company’s liability. The
Company Law applies to foreign-invested companies unless relevant laws provide otherwise.
Wholly Foreign-Owned Enterprise Law of the PRC and its implementation measures
The Wholly Foreign-Owned Enterprise Law of the PRC, which was promulgated by the National People’s Congress, or the NPC, on April 12,
1986 and was amended by the SCNPC on October 31, 2000, came into effect on the same day and was amended on September 3, 2016, together with its
implementation measures, governs establishment procedures, approval or record-filing procedures, registered capital requirements, foreign exchange
matters, accounting practices, taxation matters and labor matters of a wholly foreign-owned enterprise.
Guidance Catalog of Industries for Foreign Investment
Investment activities in China by foreign investors are principally governed by the Guidance Catalogue of Industries for Foreign Investment, or
the Catalog, which was promulgated by Ministry of Commerce and the National Development and Reform Commission on June 28, 2017 and became
effective on July 28, 2017, and the Provisions on Guiding Foreign Investment Direction, which was promulgated by the State Council on February 11,
2002 and came into effect on April 1, 2002, classify all foreign investment projects into four categories: (1) encouraged projects, (2) permitted projects,
(3) restricted projects, and (4) prohibited projects. On June 28, 2018, the National Development and Reform Commission and the Ministry of Commerce
issued the Special Management Measures (Negative List) for the Access of Foreign Investment (2018 Edition), or the Negative List (2018 Edition),
which became effective on July 28, 2018. The Negative List (2018 Edition) replaces the section titled “Special Management Measures for the Access of
Foreign Investment (Negative List for the Access of Foreign Investment)” in the Catalog. On June 30, 2019, the Ministry of Commerce and the National
Development and Reform Commission issued the Special Management Measures (Negative List) for the Access of Foreign Investment (2019 Edition),
or the Negative List, which became effective on July 30, 2019 and replace the Negative List (2018 Edition) thereafter.
The Catalog, along with the Negative List, governs investment activities in the PRC by foreign investors. Industries not listed in the Catalog and
the Negative List are generally deemed as falling into the “permitted” category, unless specifically restricted by other PRC laws and regulations. For
some restricted industries, foreign investors can only conduct investment activities through equity or contractual joint ventures, while in some cases
PRC shareholders are required to hold the majority interests in such joint ventures. In addition, some projects in the restricted category are subject to
higher-level governmental approvals. Foreign investors are not allowed to invest in industries in the prohibited category. The value-added
telecommunications services carried on by us in PRC falls in the restricted category, and foreign investors cannot hold over 50% of equity interests in
entities providing such services.
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Foreign Investment Law of the PRC
The Foreign Investment Law of the PRC was formally adopted by the Second session of the 13th NPC on March 15, 2019, which will come into
effect on January 1, 2020 and, together with their implementation rules and ancillary regulations, will replace the trio of existing laws regulating foreign
investment in China, namely, the Sino-foreign Equity Joint Venture Enterprise Law of the PRC, the Sino-foreign Cooperative Joint Venture Enterprise
Law of the PRC and the Wholly Foreign-owned Enterprise Law of the PRC. The organization form and activities of foreign-invested enterprises shall be
governed, among others, by the laws of the Company Law of the PRC and the Partnership Enterprise Law of the PRC. Foreign-invested enterprises
established before the implementation of this Law may retain the original business organization and so on within five years after the implementation of
this Law.
The Foreign Investment Law of the PRC is formulated to further expand opening-up, vigorously promote foreign investment and protect the
legitimate rights and interests of foreign investors. According to the Foreign Investment Law, foreign investments are entitled to pre-entry national
treatment and are subject to negative list management system. The pre-entry national treatment means that the treatment given to foreign investors and
their investments at the stage of investment access shall not be less favorable than that of domestic investors and their investments. The negative list
management system means that the state implements special administrative measures for access of foreign investment in specific fields. Foreign
investors shall not invest in any forbidden fields stipulated in the Negative List recently effective on July 2019 and shall meet the conditions stipulated
in the Negative List before investing in any restricted fields. The Foreign Investment Law does not mention the relevant concept and regulatory regime
of VIE structures, please refer to “Risk Factors—Uncertainties exist with respect to the interpretation and implementation of the newly enacted PRC
Foreign Investment Law and how it may impact the viability of our current corporate structure, corporate governance and business operations.”
Foreign investors’ investment, earnings and other rights and interests within the territory of China shall be protected in accordance with the law,
and all national policies on supporting the development of enterprises shall equally apply to foreign-invested enterprises. Among others, foreign
invested enterprises can participate in the formulation of standards in an equal manner and can participate in government procurement activities through
fair competition in accordance with the law. Further, the state shall not expropriate any foreign investment except under special circumstances. In
carrying out business activities, foreign invested enterprises shall comply with relevant provisions on labor protection, social insurance, tax, accounting,
foreign exchange and other matters stipulated in laws and regulations.
Regulations Related to Telecommunications Service
Telecommunications Regulations of the PRC (2016 Revision)
The Telecommunications Regulations of the PRC (2016 Revision), or the Telecom Regulations, which was promulgated on September 25, 2000
by the State Council and most recently amended on February 6, 2016, provides a regulatory framework for telecommunications services providers in the
PRC. As required by the Telecom Regulations, a commercial telecommunications service provider in the PRC shall obtain an operating license from the
Ministry of Industry and Information Technology, or the MIIT, or its counterparts at provincial level prior to its commencement of operations. The
Telecom Regulations categorize all telecommunication businesses in the PRC as either basic telecommunication services or value-added
telecommunications services.
Catalog of Telecommunications Business
The Catalog of Telecommunications Business, or the Telecom Catalog, which was issued as an attachment to the Telecom Regulations and
updated in February 21, 2003, December 28, 2015 and June 6, 2019, further categorizes value-added telecommunication services into two classes: class
I value-added telecommunication services and class II value-added telecommunication services. Internet access services falls within class I value-added
telecommunications services. Information services provided via cable networks, mobile networks, or internet fall within class II value-added
telecommunications services.
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Measures on Telecommunications Business Operating Licenses (2017 Revision)
The Measures on Telecommunications Business Operating Licenses (2017 Revision), or the Telecom License Measures, which was promulgated
by the MIIT on March 1, 2009 and last amended on July 3, 2017, requires that any approved telecommunications services provider shall conduct its
business in accordance with the specifications in its license for value-added telecommunications services, or VATS License. The Telecom License
Measures further prescribes types of requisite licenses for VATS Licenses together with qualifications and procedures for obtaining such VATS Licenses.
Where telecommunications services providers need to continue telecommunications business upon the expiry of their VATS Licenses, they shall file an
application for renewal of their VATS Licenses to the original issuing authority 90 days in advance.
Administrative Measures on Internet Information Services (2011 Revision)
The Administrative Measures on Internet Information Services (2011 Revision), which was promulgated on September 25, 2000 and amended on
January 8, 2011 by the State Council, requires that commercial internet information services providers, which mean providers of information or services
to internet users with charge, shall obtain a VATS License with the business scope of internet information services, namely the Internet Content Provider
License or the ICP License, from competent government authorities before providing any commercial internet content services within the PRC.
Restrictions on Foreign Direct Investment in Value-Added Telecommunications Services
Foreign direct investment in telecommunications companies in China is governed by the Provisions on the Administration of Foreign-Invested
Telecommunications Enterprises, which was promulgated on December 11, 2001 and amended on September 10, 2008 and February 6, 2016 by the
State Council. The regulations require that foreign-invested value-added telecommunications enterprises in China to be established as Sino-foreign
equity joint ventures and the foreign investors may acquire up to 50% of the equity interests in such joint ventures. In addition, the major foreign
investor, as defined therein, is required to demonstrate a good track record and experience in operating value-added telecommunications businesses.
Moreover, foreign investors that meet these requirements must obtain approvals from the MIIT and the Ministry of Commerce, or their authorized local
counterparts, which retain considerable discretion in granting approvals.
On July 13, 2006, the predecessor of the MIIT, the Ministry of Information Industry, or the MII, released the Circular on Strengthening the
Administration of Foreign Investment in the Operation of Value-added Telecommunications Business, or the MII Circular. The MII Circular prohibits
domestic telecommunications enterprises from leasing, transferring or selling telecommunications business operation licenses to foreign investors in any
form, or providing any resources, sites or facilities to any foreign investor for their illegal operation of a telecommunication business in China.
Furthermore, under the MII Circular, the Internet domain names and registered trademarks used by a foreign-invested value-added telecommunications
services operator shall be legally owned by that operator (or its shareholders). If a license holder fails to comply with the requirements in the MII
Circular and cure such non-compliance, the MII or its local counterparts have the discretion to take measures against such license holders, including
revoking their VATS Licenses.
We engage in business activities that are value-added telecommunications services as defined in the Telecom Regulations and the Telecom
Catalog. To comply with the relevant laws and regulations, one of our VIEs, Shenzhen uCloudlink has obtained two kinds of VATS Licenses. One is for
Internet access services, which was issued by the MIIT on November 28, 2017 and will remain effective until November 28, 2022, and the other is for
information services (excluding Internet information services), which was issued by the GCA on July 14, 2017 and will remain effective until January 4,
2020. We can file applications for renewal of our VATS Licenses to the original issuing authorities 90 days before the expiration dates. To the best of our
knowledge, currently we are not aware of any material impediment to renew such VATS Licenses as of the date hereof.
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Regulations Related to Mobile Data Traffic Service
Mobile Telecommunication Business Resale
Measures on Further Encouraging and Channeling Private Capital into Telecommunications Industry, which was promulgated and came into effect
on June 27, 2012, lays down the legal landscape for the MVNOs. It prompts private capital owners to conduct businesses in eight areas of the
telecommunications sector, including a mobile communication business resale pilot program. As required by the Notice on Launching the Mobile
Telecommunication Business Resale Pilot Program and the its appendix Mobile Telecommunication Resale Service Pilot Scheme, or the Pilot Scheme,
which were promulgated and came into effect on May 17, 2013, qualified enterprises can apply to purchase mobile telecommunication services from
MNOs who own mobile network, and then re-organize these services and sell them to end-users with the approval granted by the MIIT.
Circular on Formal Commercialization for Resale of Mobile Communications, which was promulgated by the MIIT on April 28, 2018 and came
into effect on May 1, 2018, private-owned enterprises, state-owned enterprises and foreign-invested enterprises which are incorporated within the PRC
are able to apply for the operation of mobile telecommunications resale business. Enterprises which operate the mobile telecommunications resale
business shall obtain corresponding telecommunications business operating licenses. For those enterprises which hold the approval granted by the MIIT
in relation to the Pilot Scheme, they shall renew their business contracts with MNOs and apply to change such approval for a new telecommunications
business operating license.
Regulations Related to Real-name Authentication
In June 2017, the PRC Cyber Security Law promulgated by the SCNPC took effect, before providing network access, domain registration
services, network access formalities for fixed-line or mobile phone, or information publication services, instant messaging services and other services to
users, network operators shall require users to provide their real identity information at the time of signing agreements with users or confirming the
provision of services. Where users fail to provide their real identity information, the network operators shall not provide them with relevant services.
According to the Circular on the Implementation of the Provisions of the Anti-terrorism Law and other Legal Provisions to Further Implement
Real Identity Information Registration of Users, telecommunication enterprises (including MNOs and MVNOs) shall further solidify and standardize
relevant procedures and operations, when conducting formalities for new users to enter the network. When selling M2M Data SIM Cards,
telecommunication enterprises should strictly examine and verify the purchaser, register the real name information of end users, if it is difficult to match
the M2M Data SIM Cards with the end users, the telecommunication enterprises shall register the information of the responsible entities and persons,
and prohibit a second sale in the agreement.
Regulations Related to Manufacture and Sell of Portable Wi-Fi terminals
Administrative Regulations for Compulsory Product Certification
According to the Administrative Regulations for Compulsory Product Certification, which was promulgated by the General Administration of
Quality Supervision, Inspection and Quarantine of the PRC, which has merged into the State Administration for Market Regulation, on July 3, 2009,
products specified by the state shall not be delivered, sold, imported or used in other business activities until they are certified, or the Compulsory
Product Certification, and labeled with China Compulsory Certification mark. For products that are subject to Compulsory Product Certification, the
state implements unified product catalogs, unified compulsory requirements, standards and compliance assessment procedures in technical specification.
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Radio Transmission Equipment
The seller of radio component products in PRC is required to obtain the Radio Transmission Equipment Type Approval Certificate in accordance
with the Radio Regulation of the PRC, which was promulgated by the State Council, Central Military Commission on September 11, 1993, and
amended on November 11, 2016, and the Administrative Regulations on Manufacturing of Radio Transmission Equipment, promulgated by the State
Radio Regulation Committee and the State Bureau of Technical Supervision on October 7, 1997. To apply for the Radio Transmission Equipment Type
Approval Certificate, major technical materials illustrating its functions, and the approval test report issued by a designated test agency with regard to
the equipment type within the latest six months, must be submitted. According to the Circular of the Ministry of Industry and Information Technology
on Issuing the Implementing Measures for the Record-filing of Sale of Radio Transmission Equipment (for Temporary Implementation), which was
promulgated by the MIIT on December 26, 2018 and took effect on March 1, 2019, sellers shall, within 10 business days from the date of selling the
transmission equipment, file their identity information and information of their products with the radio management institutions at provincial level
through the information platform.
Administrative Measures for the Network Access of Telecommunications Equipment
The Administrative Measures for the Network Access of Telecommunications Equipment, which was promulgated by the MIIT on May 10, 2001
and revised on September 23, 2014, provides that the state applies the network access permit system to the telecommunications terminal equipment,
radio communications equipment, and equipment relating to network interconnection that is connected to public telecommunications networks. The
telecommunications equipment subject to the network access permit system shall obtain the Telecommunications Equipment Network Access Permit, or
the Network Access Permit, issued by the MIIT. Without the Network Access Permit, no telecommunications equipment is allowed to be connected to
the public telecommunications networks for use nor sold on the domestic market. When applying for the Network Access Permit, a production
enterprise shall submit a testing report issued by a telecommunications equipment testing institution or a Compulsory Product Certification. For the
application for the Network Access Permit for radio transmission equipment, a Radio Transmission Equipment Type Approval Certificate issued by the
MIIT shall also be submitted.
According to the First Batch Catalog of the Telecommunications Equipment subject to the License System, which was promulgated by the MII
and the General Administration of Quality Supervision, Inspection and Quarantine of the PRC, which has merged into the State Administration for
Market Regulation, on January 9, 2001, network access equipment and routers are subject to the network access permit system.
We have obtained the Compulsory Product Certifications, the Radio Transmission Equipment Type Approval Certificates and the Network Access
Permits for our portable Wi-Fi terminals.
Regulations Related to Internet Information Security and Privacy Protection
Decisions on Maintaining Internet Security
Internet content in China is regulated and restricted from a state security standpoint. The Decisions on Maintaining Internet Security, which was
introduced and enacted by the SCNPC on December 28, 2000 and amended on August 27, 2009, may subject violators to criminal punishment in China
for any effort to: (1) use the Internet to market fake and substandard products or carry out false publicity for any commodity or service; (2) use the
Internet for the purpose of damaging the commercial goodwill and product reputation of any other person; (3) use the Internet for the purpose of
infringing on the intellectual property of any person; (4) use the Internet for the purpose of fabricating and spreading false information that affects the
trading of securities and futures or otherwise jeopardizes the financial order; or (5) create any pornographic website or webpage on the Internet,
providing links to pornographic websites, or disseminating pornographic books and magazines, movies,
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audiovisual products or images. The Ministry of Public Security has promulgated measures that prohibit use of the Internet in ways which, among other
things, result in a leakage of state secrets or a spread of socially destabilizing content and require Internet service providers to take proper measures,
including anti-virus, data backup and other related measures, and keep records of certain information about the users (including user registration
information, log-in and log-out time, IP address, content and time of posts by users) for at least 60 days, and detect illegal information, stop transmission
of such information and keep relevant records. If an Internet information service provider violates these measures, the Ministry of Public Security and
the local security bureaus may revoke its operating license and shut down its websites.
Decision on Strengthening Network Information Protection
PRC government authorities have enacted laws and regulations on Internet use to protect personal information from any unauthorized disclosure.
In December 2012, the SCNPC promulgated the Decision on Strengthening Network Information Protection to enhance the legal protection of
information security and privacy on the Internet. In July 2013, the MIIT promulgated the Provisions on Protection of Personal Information of
Telecommunication and Internet Users to regulate the collection and use of users’ personal information in the provision of telecommunication services
and Internet information services in China. Telecommunication business operators and Internet service providers are required to establish their own rules
for collecting and use of users’ information and cannot collect or use users’ information without their consent. Telecommunication business operators
and Internet service providers are prohibited from disclosing, tampering with, damaging, selling or illegally providing others with, collected personal
information.
Cyber Security Law of the PRC
On November 7, 2016, the SCNPC published Cyber Security Law of the PRC, which took effect on June 1, 2017 and requires network operators
to perform certain functions related to cyber security protection and the strengthening of network information management. For instance, under the
Cyber Security Law, network operators of key information infrastructures shall store within the territory of the PRC all the personal information and
important data collected and produced within the territory of the PRC, and their purchase of network products and services that may affect national
securities shall be subject to national cyber security review.
On April 11, 2017, National Internet Information Office published Measures for the Security Assessment of Personal Information and Important
Data to be Transmitted Abroad, or the Draft Security Assessment Notice to seek for public comments on April 11, 2017. Upon the enactment of the
draft, network operators will be required to store personal information and important data gathered and produced during operations within the territory
of the PRC. If for business purposes, network operators need to transmit personal information and important data overseas, a security evaluation shall be
conducted accordingly.
Regulation on the Internet Security Supervision and Inspection by Public Security Organs
Pursuant to the Regulation on the Internet Security Supervision and Inspection by Public Security Organs, which was promulgated by the Ministry
of Public Security on September 15, 2018 and became effective on November 1, 2018, the public security departments are authorized to carry out
internet security supervision and inspection of the Internet service providers from the following aspects, among others: (i) whether the Internet service
providers have completed the recordation formalities for online entities, and filed the basic information on and the changes of the accessing entities and
users; (ii) whether they have established and implemented the cybersecurity management system and protocols, and appointed the persons responsible
for cybersecurity; (iii) whether the technical measures for recording and retaining users’ registration information and weblog data are in place according
to the law; (iv) whether they have taken technical measures to prevent computer viruses, network attacks and network intrusion; (v) whether they have
adopted preventive measures to tackle the information that is prohibited to be issued or transmitted by the laws and administrative regulations in the
public
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information services; (vi) whether they provide technical support and assistance as required by laws to public security departments to safeguard national
security and prevent and investigate on terrorist activities and criminal activities; and (vii) whether they have fulfilled the obligations of the grade-based
cybersecurity protection and other obligations prescribed by the laws and administrative regulations.
As an Internet service provider, we are subject to these laws and regulations relating to protection of internet security and protection of privacy. To
comply with the above law and regulations, we have established and maintained a comprehensive data security program. See “Business—Data Privacy
and Security.”
Ninth Amendment to the Criminal Law of the PRC
Pursuant to the Ninth Amendment to the Criminal Law issued by the SCNPC on August 29, 2015, effective on November 1, 2015, any network
service provider that fails to fulfill the obligations related to internet information security as required by applicable laws and refuses to take corrective
measures, will be subject to criminal liability for (1) any large-scale dissemination of illegal information; (2) any severe effect due to the leakage of
users’ personal information; (3) any serious loss of evidence of criminal activities; or (4) other severe situations, and any individual or entity that
(1) sells or provides personal information to others unlawfully or (2) illegally obtains any personal information will be subject to criminal liability in
severe situations.
PRC laws and regulations do not prohibit network operators from collecting and analyzing personal information from their users, however, such
laws and regulations can impose stringent requirements. As the date hereof, to the best of our knowledge, we are not aware any material noncompliance
as a result of collecting and analyzing users’ personal information in our operation. The Draft Security Assessment Notice emphasizes the security
evaluation requirements, any company found to be non-compliant with the obligations under the Draft Security Assessment Notice may potentially be
subject to fines, administrative and/or criminal liabilities. It is still uncertain when the Draft Security Assessment Notice would be signed into law and
whether the final version would have any substantial changes from this draft.
Regulations Related to Product Quality and Product Liability
Product Quality Law of the PRC
The Product Quality Law of the PRC, which was promulgated on February 22, 1993, implemented with effect from September 1, 1993, and most
recently amended in 2018, aims to regulate the behaviors of producers and sellers and strengthen the control of product quality and the protection of
consumers’ rights. Under the law, sellers shall establish and implement a system for inspection and acceptance of received products, verify the product
quality certificates and other certificates, and take measures to maintain the quality of products on sale.
Consumer Protection Law of the PRC
The Consumer Protection Law of the PRC, which was promulgated by the SCNPC on October 31, 1993, came into effect on January 1, 1994, and
was amended in 2009 and 2013, stipulates that sellers offering the following products shall be responsible for repair, replacement and return of their
products, and compensate their consumers for the loss caused to them in the following circumstances, including but not limited to: (1) the products do
not have the functions which are supposed to have and such facts are not made aware to consumers when making sales to them; (2) the products fail to
meet the specifications shown on them or their packaging; and (3) the products are not up to the quality level indicated by product descriptions, physical
samples or other ways. After sellers repair, replace products, accept returned products or compensate consumers for the losses caused to them in
accordance with the foregoing provisions, they are entitled to claim for compensation against the producer or other seller providing such products when
they are held liable.
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Tort Liability Law of the PRC
The Tort Liability Law of the PRC, which was promulgated on December 26, 2009 and implemented on July 1, 2010, provides that the infringed
persons are entitled to claim appropriate punitive compensation against sellers if the latter are aware of the defects in their products when making sale to
consumers and the defective products cause death or severe personal injury to consumers.
Pursuant to the Product Quality Law of the PRC, it is prohibited to produce or sell products that do not meet applicable standards and
requirements for safeguarding human health and ensuring human and property safety. We have adopted internal polices to make sure that our portable
Wi-Fi terminals meet the requisite standards before offering to our clients.
Regulations Related to Online Sales
Guiding Opinions of the Ministry of Commerce on Online Transactions (Provisional)
The Guiding Opinions of the Ministry of Commerce on Online Transactions (Provisional), which was promulgated and implemented on March 6,
2007, aims to regulate online transactions, assist and encourage participants to carry out online transactions, alert and prevent transaction risks, and
provide guiding requirements on the basic principles for online transactions, the entering into of contracts by participants of online transactions, and the
use of electronic signatures, online payments and advertising.
Administrative Measures for On-line Trading
The Administrative Measures for On-line Trading, which was promulgated on February 17, 2014 and implemented with effect from March 15,
2014, further specifies the relevant measures for protecting on-line consumers’ rights, especially with regard to after-sale service, privacy protection and
standard contract management, diversifies the types of unjust competitions conducted by an operator through network or certain media, and clarifies the
regulatory and administrative responsibilities of the industry and commerce administration bureaus at different levels.
E-commerce Law of the PRC
Pursuant to the E-Commerce Law of the PRC, which was promulgated by the SCNPC on August 31, 2018 and took effect on January 1, 2019, an
e-commerce operator shall register itself as a market entity, fulfill its tax obligations pursuant to the relevant laws and obtain the administrative
approvals necessary for its business operation, shall also display the information about its business license and the administrative approvals obtained for
its business operation, or the links to the webpages with such information in the prominent position on its homepage, and shall expressly indicate the
methods and procedures for querying, correcting and deleting its users’ information or deregistering their accounts and shall not set irrational conditions
for such purposes.
In the area of online sales, we are subject to the above-mentioned regulations, because Shenzhen uCloudlink Co., Ltd and Shenzhen uCloudlink
act as e-commerce operators in online platform for online transactions in relation to our portable Wi-Fi terminals.
Regulations Related to Intellectual Property Right
Patents
According to the Patent Law of the PRC (Revised in 2008) promulgated by the SCNPC, and its Implementation Rules (Revised in 2010)
promulgated by the State Council, there are three types of patents, “invention”, “utility model” and “design”. Invention patents are valid for twenty
years, while design patents and
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utility model patents are valid for ten years, from the date of application. The Chinese patent system adopts a “first come, first grant” principle, which
means that where more than one person files a patent application for the same invention, a patent will be granted to the person who files the application
first. To be patentable, invention or utility models must meet three criteria: novelty, inventiveness and practicability. A third party must obtain consent or
a proper license from the patent owner to use the patent. Otherwise, the use constitutes an infringement of the patent rights.
Copyright and Software Products
The NPC adopted the Copyright Law in 1990 and amended it in 2001 and 2010, respectively. The amended Copyright Law extends copyright
protection to Internet activities, products disseminated over the Internet and software products. According to the Copyright Law, Chinese citizens, legal
persons, or other organizations shall, whether published or not, enjoy copyright in their works, which include, among others, works of literature, art,
natural science, social science, engineering technology and computer software.
In order to further implement the Computer Software Protection Regulations promulgated by the State Council on December 20, 2001 and
amended on January 30, 2013, the State Copyright Bureau issued the Computer Software Copyright Registration Procedures on February 20, 2002,
which applies to software copyright registration, license contract registration and transfer contract registration.
Trademarks
Trademarks are protected by the PRC Trademark Law adopted in 1982 and latest amended on April 23, 2019 as well as the Implementation
Regulation of the PRC Trademark Law adopted by the State Council in 2002 and amended on April 29, 2014. The Trademark Office under the State
Administration for Market Regulation handles trademark registrations and grants a term of 10 years to registered trademarks and another 10 years if
requested upon expiry of the first or any renewed 10-year term. The PRC Trademark Law has adopted a “first-to-file” principle with respect to
trademark registrations. Where a trademark for which a registration has been made is identical or similar to another trademark which has already been
registered or been subject to a preliminary examination and approval for use on the same kind of or similar commodities or services, the application for
registration of such trademark may be rejected. Any person applying for the registration of a trademark may not prejudice the existing right first
obtained by others nor may any person register in advance a trademark that has already been used by another party and has already gained a “sufficient
degree of reputation” through such party’s use. Trademark license agreements should be filed with the Trademark Office or its regional offices.
Domain Names
Internet domain name registration and related matters are primarily regulated by the Measures on the Administration of Domain Names for the
Chinese Internet, issued by the MIIT on November 5, 2004 and effective as of December 20, 2004, which was replaced by the Measures on
Administration of Internet Domain Names issued by the MIIT as of November 1, 2017 and the Implementing Rules on Registration of Domain Names
issued by China Internet Network Information Center on May 28, 2012, which became effective on May 29, 2012. Domain name registrations are
handled through domain name service agencies established under the relevant regulations, and the applicants become domain name holders upon
successful registration.
Regulations Related to Employment and Social Welfare
Labor Law of the PRC
The Labor Law of the PRC, which was promulgated by the SCNPC on July 5, 1994, came into effect on January 1, 1995 and was amended on
August 27, 2009 and December 29, 2018 respectively, provides that an
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employer must develop and improve its internal policies and protocols to protect the rights of its workers, such as by developing and improving its labor
safety and health system, stringently implementing national protocols and standards on labor safety and health, conducting labor safety and health
education for workers, guarding against labor accidents and reducing occupational hazards. Labor safety and health facilities must comply with relevant
national standards.
Labor Contract Law of the PRC and its implementation regulations
The Labor Contract Law, which was promulgated by the SCNPC on June 29, 2007, came into effect on January 1, 2008, and was amended on
December 28, 2012, and the Implementation Regulations on Labor Contract Law, which was promulgated by the State Council and effective on
September 18, 2008, regulate the relation between employers and employees and contain specific provisions involving the terms of the labor contract.
Labor contracts must be made in writing and may, after reaching an agreement upon due negotiations, be for a fixed-term, an un-fixed term, or conclude
upon the completion of certain work assignments. An employer may legally terminate a labor contract and dismiss its employees after reaching an
agreement upon due negotiations with the employee or by fulfilling the statutory conditions.
Social Insurance and Housing Fund
Enterprises in China are required by the Social Insurance Law of the PRC promulgated by the SCNPC in October 2010, which became effective in
July 2011 and was amended on December 29, 2018, or the Social Insurance Law, the Regulations on Management of Housing Provident Fund released
by the State Council in March 2002 and amended in March 2019, and other related rules and regulations, to participate in certain employee benefit
plans, including social insurance funds, namely a pension plan, a medical insurance plan, an unemployment insurance plan, a work-related injury
insurance plan and a maternity insurance plan and a housing provident fund, and contribute to the plans or funds in amounts equal to certain percentages
of salaries, including bonuses and allowances, of the employees as specified by the local government from time to time at locations where they operate
their businesses or where they are located. Failure to make adequate contributions to various employee benefit plans may be subject employers to fines
and other administrative sanctions.
Regulations Related to Tax
Enterprise Income Tax
PRC enterprise income tax is calculated based on taxable income, which is determined under (1) the PRC Enterprise Income Tax Law, or the EIT
Law, promulgated by the NPC and implemented in January 2008 and amended in February 2017 and December 2018 respectively, and (2) the
implementation rules to the EIT Law promulgated by the State Council and implemented in January 2008 and amended in April 2019. The EIT Law
imposes a uniform enterprise income tax rate of 25% on all resident enterprises in the PRC, including foreign-invested enterprises and domestic
enterprises, unless they are qualified for certain exceptions.
In addition, according to the EIT Law, enterprises registered in countries or regions outside the PRC but have their “de facto management bodies”
located within China may be considered as PRC resident enterprises and are therefore subject to PRC enterprise income tax at the rate of 25% on their
worldwide income. Though the implementation rules of the EIT Law define “de facto management bodies” as “establishments that carry out substantial
and overall management and control over the manufacturing and business operations, personnel, accounting, properties, etc., of an enterprise,” the only
detailed guidance currently available for the definition of “de facto management body” as well as the determination and administration of tax residency
status of offshore incorporated enterprises are set forth in the Notice Regarding the Determination of Chinese-Controlled Overseas Incorporated
Enterprises as PRC Tax Resident Enterprises on the Basis of De Facto Management Bodies, or the Circular 82, promulgated by the State Administration
of Taxation or the SAT, in April 2009, and the Administrative Measures for Enterprise Income Tax of Chinese-Controlled Overseas Incorporated
Resident
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Enterprises (Trial Version) issued by the SAT in July 2011, or Bulletin No. 45, which provide guidance on the administration as well as the
determination of the tax residency status of a Chinese-controlled offshore incorporated enterprise, defined as an enterprise that is incorporated under the
law of a foreign country or territory and that has a PRC company or PRC corporate group as its primary controlling shareholder.
According to Circular 82, a Chinese-controlled offshore-incorporated enterprise will be regarded as a PRC resident enterprise by virtue of having
its “de facto management body” in China and will be subject to PRC enterprise income tax on its global income only if all of the following conditions
are met:
•

the primary location of the day-to-day operational management and the places where they perform their duties are in the PRC;

•

decisions relating to the enterprise’s financial and human resource matters are made or are subject to approval of organizations or
personnel in the PRC;

•

the enterprise’s primary assets, accounting books and records, company seals and board and shareholder resolutions are located or
maintained in the PRC; and

•

50% or more of voting board members or senior executives habitually reside in the PRC.

Bulletin No. 45 further clarifies certain issues related to the determination of tax resident status and competent tax authorities. It also specifies that
when provided with a copy of Recognition of Residential Status from a resident Chinese-controlled offshore incorporated enterprise, a payer does not
need to withhold income tax when paying certain PRC-sourced income such as dividends, interest and royalties to such Chinese-controlled offshoreincorporated enterprise.
Pursuant to the Announcement of the SAT on Issues Relating to Withholding at Source of Income Tax of Non-resident Enterprises which was
promulgated by the SAT on October 17, 2017 and became effective on December 1, 2017 and amended on June 15, 2018, with regard to dividends,
bonuses and other equity investment proceeds and interest therefrom, rentals, royalties, property transfer income and other kinds of income earned by
non-resident enterprises from inside China, on which enterprise income tax shall be levied, withholding tax at source shall be applicable thereto. Entities
or individuals that have direct obligations to make relevant payments to non-resident enterprises in accordance with relevant legal provisions or
contracts shall be the withholding agents. The withholding agent shall, within seven days from occurrence of the withholding obligation, declare and
turn over the withholding tax to the tax authorities in charge at the withholding agent’s location.
Value-Added Tax and Business Tax
According to the Provisional Regulations on Value-added Tax, which was promulgated by the PRC State Council on December 13, 1993 and most
recently amended in November 2017, and the Implementing Rules of the Provisional Regulations on Value-added Tax, which were promulgated by the
Ministry of Finance on December 18, 2008 and subsequently amended by the Ministry of Finance and the SAT on October 28, 2011, all taxpayers
selling goods, providing processing, repairing or replacement services or importing goods within the PRC must pay value-added tax.
Since January 1, 2012, the Ministry of Finance and the SAT have implemented the VAT Pilot Plan, which imposes VAT in lieu of business tax for
certain “modern service industries.” According to the implementation circulars released by the Ministry of Finance and the SAT on the VAT Pilot Plan,
the “modern service industries” include research, development and technology services, information technology services, cultural innovation services,
logistics support, lease of corporeal properties, attestation and consulting services. According to the Notice Regarding the Inclusion of the
Telecommunications Sector under the Pilot Program of Replacing Business Tax with Value-Added Tax, which was promulgated on April 29, 2014 and
became effective on June 1, 2014, the entities and individuals providing telecommunications services within the territory of PRC shall pay VAT instead
of business tax. According to the Notice of the Ministry of Finance and the SAT on Implementing
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the Pilot Program of Replacing Business Tax with Value-Added Tax in an All-round Manner which became effective on May 1, 2016, entities and
individuals engaged in the sale of services, intangible assets or fixed assets within the PRC territory are required to pay value-added tax instead of
business tax.
Individual Income Tax
According to the Individual Income Tax Law of the PRC, or the IIT Law, which was promulgated by the SCNPC on September 10, 1980 and most
recently amended in August 2018, and the implementing rules of the IIT Law, which was promulgated by the State Council on January 28, 1994 and
most recently amended in December 18, 2018, individuals who have a domicile in China, or individuals who do not have a domicile in China but have
resided in China for an aggregate over 183 days or within a single tax year, shall be deemed as resident individuals. Income derived by resident
individuals from inside and outside China shall be subject to individual income tax. Taxpayers for individual income tax shall be the income earners, and
withholding agent shall be the entity or individual who pays that income. Income for personal services provided within the territory of China by taking
position, employment, contract performance, etc., whether or not the place of payment is within the territory of China, shall be deemed as the income
sourced within the territory of China.
According to the Law of the PRC on the Administration of Tax Collection, which was promulgated by the SCNPC on September 4, 1992 and
most recently amended in April 2015, if a withholding agent fails to withhold or collect an amount of tax which should have been withheld or collected,
or fails to remit taxes within the time limit as prescribed in provisions, the withholding agent may face sanctions imposed by the tax authorities or other
PRC governmental authorities.
Regulations Related to Foreign Exchange
Regulations on Dividend Distribution
The principal laws and regulations regulating the dividend distribution of dividends by foreign invested enterprises in the PRC include the
Company Law of the PRC, the Wholly Foreign-owned Enterprise Law of the PRC and its implementation regulations, the Sino-foreign Equity Joint
Venture Law of the PRC and its implementation regulations, and the Sino-foreign Cooperative Joint Venture Enterprise Law of the PRC and its
implementation regulations. However, after the Foreign Investment Law of the PRC takes effect on January 1, 2020, the above-mentioned laws in
relation to foreign investment in China will be replaced. Under the current regulatory regime in the PRC, foreign-invested enterprises in the PRC may
pay dividends only out of their accumulated profit, if any, determined in accordance with PRC accounting standards and regulations. A PRC company is
required to set aside as general reserves at least 10% of its after-tax profit, until the cumulative amount of such reserves reaches 50% of its registered
capital unless the provisions of laws regarding foreign investment otherwise provided. A PRC company shall not distribute any profits until any losses
from prior fiscal years have been offset. Profits retained from prior fiscal years may be distributed together with distributable profits from the current
fiscal year. Wholly foreign-owned companies may, at their discretion, allocate a portion of their after-tax profits based on PRC accounting standards to
staff welfare and bonus funds. These reserves are not distributable as cash dividends.
Regulations on Foreign Exchange Registration of Overseas Investment by PRC Residents
On October 21, 2005, State Administration of Foreign Exchange, or SAFE, promulgated the Circular Concerning Relevant Issues on the Foreign
Exchange Administration of Raising Funds through Overseas Special Purpose Vehicle and Investing Back in China by Domestic Residents, which
became effective on November 1, 2005, or SAFE Circular 75. The notice requires PRC domestic resident natural persons to register or file with the local
SAFE branch in the following circumstances: (1) before establishing or controlling any company outside the PRC for the purpose of capital financing,
(2) after contributing their assets or shares of a domestic enterprise into overseas special purpose vehicles, or raising funds overseas after such
contributions, and (3) after any major
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change in the share capital of the special purpose vehicle without any round-trip investment being made. On July 4, 2014, SAFE promulgated the
Circular Concerning Relevant Issues on the Foreign Exchange Administration of Offshore Investing and Financing and Round-Trip Investing by
Domestic Residents through Special Purpose Vehicles, or SAFE Circular 37, for the purpose of simplifying the approval process, and for the promotion
of the cross-border investment. SAFE Circular 37 supersedes SAFE Circular 75 and revises and regulates the relevant matters involving foreign
exchange registration for round-trip investment. Under SAFE Circular 37, in the event of the change of basic information of the registered offshore
special purpose vehicle such as the individual shareholder, name, operation term, etc., or if there is a capital increase, decrease, equity transfer or swap,
merge, spin-off or other amendment of the material items, the domestic resident shall complete the change of foreign exchange registration formality for
offshore investment. In addition, according the procedural guideline as attached to SAFE Circular 37, the principle of review has been changed to “the
domestic individual resident is only required to register the SPV directly established or controlled (first level)”. At the same time, SAFE has issued the
Operation Guidance for the Issues Concerning Foreign Exchange Administration over Round-trip Investment with respect to the procedures for SAFE
registration under SAFE Circular 37, which became effective on July 4, 2014 as an attachment to SAFE Circular 37.
On February 13, 2015, SAFE promulgated the Notice on Simplifying and Improving the Foreign Currency Management Policy on Direct
Investment effective from June 1, 2015, which eliminates the administrative approval requirement of foreign exchange registration of direct domestic
investment and direct overseas investment. In addition, it simplifies the procedure of registration of foreign exchange so that investors can register with
banks rather than SAFE or its local branches to have the registration of foreign exchange under the condition of direct domestic investment and direct
overseas investment. However, remedial registration applications made by PRC residents that previously failed to comply with SAFE Circular 37
continue to fall under the jurisdiction of the relevant local branch of SAFE. In the event that a PRC shareholder holding interests in a special purpose
vehicle fails to fulfill the required SAFE registration, the PRC subsidiaries of that special purpose vehicle may be prohibited from distributing profits to
the offshore parent and from carrying out subsequent cross-border foreign exchange activities, and the special purpose vehicle may be restricted in its
ability to contribute additional capital into its PRC subsidiary. Moreover, failure to comply with the various SAFE registration requirements described
above could result in liability under PRC law for evasion of foreign exchange controls.
Regulations on Stock Incentive Plans
On February 15, 2012, SAFE promulgated the Notice on Foreign Exchange Administration of PRC Residents Participating in Share Incentive
Plans of Offshore Listed Companies, replacing the previous rules issued by SAFE in March 2007. Under this notice and other relevant rules and
regulations, PRC residents who participate in a stock incentive plan in an overseas publicly-listed company are required to register with SAFE or its
local branches and complete certain other procedures. Participants of a stock incentive plan who are PRC residents must retain a qualified PRC agent,
which could be a PRC subsidiary of the overseas publicly-listed company or another qualified institution selected by the PRC subsidiary, to conduct the
SAFE registration and other procedures with respect to the stock incentive plan on behalf of its participants. The participants must also retain an
overseas entrusted institution to handle matters in connection with their exercise of stock options, the purchase and sale of corresponding stocks or
interests and fund transfers. In addition, the PRC agent is required to amend the SAFE registration with respect to the stock incentive plan if there is any
material change to the stock incentive plan, the PRC agent or the overseas entrusted institution or other material changes. The PRC agents must, on
behalf of the PRC residents who have the right to exercise the employee share options, apply to SAFE or its local branches for an annual quota for the
payment of foreign currencies in connection with the PRC residents’ exercise of the employee share. Under the Circular of the State Administration of
Taxation on Issues Concerning Individual Income Tax in Relation to Equity Incentives promulgated by the SAT and effective from August 24, 2009,
overseas listed companies and their PRC subsidiaries shall, according to the individual income tax calculation methods for “wage and salary income”
and stock option income, lawfully withhold and pay individual income tax on such income.
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In addition, the SAT has issued certain circulars concerning employee stock options and restricted shares. Under these circulars, employees
working in the PRC who exercise stock options or are granted restricted shares will be subject to PRC individual income tax. The PRC subsidiaries of an
overseas listed company are required to file documents related to employee stock options and restricted shares with relevant tax authorities and to
withhold individual income taxes of employees who exercise their stock option or purchase restricted shares. If the employees fail to pay or the PRC
subsidiaries fail to withhold income tax in accordance with relevant laws and regulations, the PRC subsidiaries may face sanctions imposed by the tax
authorities or other PRC governmental authorities.
Loans by the Foreign Companies to their PRC Subsidiaries
A loan made by foreign investors as shareholders in a foreign invested enterprise is considered to be foreign debt in the PRC and is regulated by
various laws and regulations, including the Regulation of the PRC on Foreign Exchange Administration, the Interim Provisions on the Management of
Foreign Debts, the Statistical Monitoring of Foreign Debts Tentative Provisions, the Detailed Rules for the Implementation of Provisional Regulations
on Statistics and Supervision of Foreign Debt, and the Administrative Measures for Registration of Foreign Debts. Under these rules and regulations, a
shareholder loan in the form of foreign debt made to a PRC entity does not require the prior approval of SAFE. However, such foreign debt must be
registered with and recorded by SAFE or its local branches within 15 business days after the foreign debt contract is entered into. Pursuant to these rules
and regulations, the balance of the foreign debts of a foreign invested enterprise shall not exceed the difference between the total investment and the
registered capital of the foreign invested enterprise, or Total Investment and Registered Capital Balance.
Pursuant to the Interim Provisions of the State Administration for Industry and Commerce on the Ratio of the Registered Capital to the Total
Investment of a Sino-foreign Equity Joint Venture Enterprise, issued by SAIC on March 1, 1987, with respect to a Sino-foreign equity join venture, the
registered capital shall be (i) no less than 7/10 of its total investment, if the total investment is US$3 million or under US$3 million; (ii) no less than 1/2
of its total investment, if the total investment is ranging from US$3 million to US$10 million (including US$10 million), provided that the registered
capital shall not be less than US$2.1 million if the total investment is less than US$4.2 million; (iii) no less than 2/5 of its total investment , if the total
investment is ranging from US$10 million to US$30 million (including US$30 million), provided that the registered capital shall not be less than
US$5 million if the total investment is less than US$12.5 million; and (iv) no less than 1/3 of its total investment, if the total investment exceeds
US$30 million, provided that the registered capital shall not be less than US$12 million if the total investment is less than US$36 million. Additionally,
pursuant to this provision, the proportion of registered capital to the total amount of investment of sino-foreign cooperative joint venture enterprise or
foreign-invested enterprises shall be implemented in accordance with these limitations set forth therein.
On January 11, 2017, the People’s Bank of China, or the PBOC, promulgated the Notice of the People’s Bank of China on Matters concerning the
Macro-Prudential Management of Full-Covered Cross-Border Financing, or the PBOC Notice No. 9. Pursuant to the PBOC Notice No. 9, within a
transition period of one year from January 11, 2017, the foreign-invested enterprises may adopt the currently valid foreign debt management
mechanism, or Current Foreign Debt Mechanism, or the mechanism as provided in the PBOC Notice No. 9, or Notice No. 9 Foreign Debt Mechanism,
at their own discretion. The PBOC Notice No. 9 provides that, enterprises may conduct independent cross-border financing in RMB or foreign
currencies as required. Pursuant to the PBOC Notice No. 9, the outstanding cross-border financing of an enterprise (the outstanding balance drawn, here
and below) shall be calculated using a risk-weighted approach, or Risk-Weighted Approach, and shall not exceed the specified upper limit, namely: riskweighted outstanding cross-border financing £ the upper limit of risk-weighted outstanding cross-border financing. Risk-weighted outstanding crossborder financing ∑ outstanding amount of RMB and foreign currency denominated cross-border financing * maturity risk conversion factor * type risk
conversion factor + ∑ outstanding foreign currency denominated cross-border financing * exchange rate risk conversion factor. Maturity risk conversion
factor shall be 1 for medium-and long165
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term cross-border financing with a term of more than one year and 1.5 for short-term cross-border financing with a term of less than one year. Type risk
conversion factor shall be 1 for on-balance-sheet financing and 1 for off-balance-sheet financing (contingent liabilities) for the time being. Exchange
rate risk conversion factor shall be 0.5. The PBOC Notice No. 9 further provides that the upper limit of risk-weighted outstanding cross-border financing
for enterprises shall be 200% of its net assets, or Net Asset Limits. Enterprises shall file with SAFE in its capital item information system after entering
into the relevant cross-border financing contracts and prior to three business day before drawing any money from the foreign debts.
Based on the foregoing, if we provide funding to our wholly foreign-owned subsidiaries through shareholder loans, the balance of such loans shall
not exceed the Total Investment and Registered Capital Balance and we will need to register such loans with SAFE or its local branches in the event that
the Current Foreign Debt Mechanism applies, or the balance of such loans shall be subject to the Risk-Weighted Approach and the Net Asset Limits and
we will need to file the loans with SAFE in its information system in the event that the Notice No. 9 Foreign Debt Mechanism applies. According to the
PBOC Notice No. 9, after a transition period of one year from January 11, 2017, the PBOC and SAFE will determine the cross-border financing
administration mechanism for the foreign-invested enterprises after evaluating the overall implementation of the PBOC Notice No. 9. As of the date of
this Prospectus, neither PBOC nor SAFE has promulgated and made public any further rules, regulations, notices or circulars in this regard. It is
uncertain which mechanism will be adopted by PBOC and SAFE in the future and what statutory limits will be imposed on us when providing loans to
our PRC subsidiaries.
Regulations Related to M&A and Overseas Listing
Regulations on M&A and Overseas Listings
In 2006, six PRC regulatory agencies, including the China Securities Regulatory Commission, or the CSRC, jointly adopted the Rules on the
Merger or Acquisition of Domestic Enterprises by Foreign Investors, or M&A Rules, which was amended in 2009. The M&A Rules purport, among
other things, to require an offshore special purpose vehicles controlled by PRC companies or individuals and formed for overseas listing purposes
through acquisitions of PRC domestic interest held by such PRC companies or individuals, to obtain the approval from the CSRC prior to publicly
listing their securities on an overseas stock exchange. In 2006, the CSRC published a notice on its official website specifying documents and materials
required to be submitted to it by the offshore special purpose vehicle seeking CSRC approval of its overseas listing. While the application of the M&A
Rules remains unclear, our PRC counsel, Han Kun Law Offices, has advised us that based on its understanding of current PRC laws, rules and
regulations and the M&A Rules, prior approval from the CSRC is not required under the M&A Rules for the listing and trading of the ADSs given that
(1) our PRC subsidiaries were directly established by us as wholly foreign-owned enterprises and we have not acquired any equity interest or assets of a
PRC domestic company owned by PRC companies or individuals as defined under the M&A Rules that are our beneficial owners after the effective date
of the M&A Rules, and (2) no provision in the M&A Rules clearly classifies the contractual arrangements as a type of transaction subject to the M&A
Rules.
However, our PRC counsel has further advised us that uncertainties still exist as to how the M&A Rules will be interpreted and implemented and
its opinions summarized above are subject to any new laws, rules and regulations or detailed implementations and interpretations in any form relating to
the M&A Rules. If the CSRC or other PRC regulatory agencies subsequently determine that prior CSRC approval was required, we may face regulatory
actions or other sanctions from the CSRC or other PRC regulatory agencies. See “Risk Factors— Risks Related to Doing Business in China—The
approval of the China Securities Regulatory Commission, or the CSRC, may be required in connection with this offering under a PRC regulation.”
The M&A Rules also establish procedures and requirements that could make some acquisitions of PRC companies by foreign investors more
time-consuming and complex, including requirements in some instances that the anti-monopoly law enforcement agency be notified in advance of any
change-of-control transaction in
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which a foreign investor takes control of a PRC domestic enterprise. In addition, the Rules on Implementation of Security Review System for the
Merger and Acquisition of Domestic Enterprises by Foreign Investors issued by the Ministry of Commerce in 2011 specify that mergers and acquisitions
by foreign investors that raise “national defense and security” concerns and mergers and acquisitions through which foreign investors may acquire de
facto control over domestic enterprises that raise “national security” concerns are subject to strict review by the Ministry of Commerce, and prohibit any
activities attempting to bypass such security review, including by structuring the transaction through a proxy or contractual control arrangement. See
“Risk Factors—Risks Related to Doing Business in China—The M&A Rules and certain other PRC regulations establish complex procedures for some
acquisitions of Chinese companies by foreign investors, which could make it more difficult for us to pursue growth through acquisitions in China.”
Hong Kong
Laws and Regulations Related to Telecommunication Services and Import and Export of Telecommunication Devices
Under the Telecommunications Ordinance (Chapter 106 of the Laws of Hong Kong), or TO, a Radio Dealers License (Unrestricted), or RD
License, is required for possessing and dealing in the course of trade or business in apparatus or material for radio communications or in any component
part of any such apparatus or in apparatus of any kind that generates and emits radio waves whether or not the apparatus is intended, or capable of being
used, for radio communications. However, the above requirement does not apply to licensed or exempted radio communications apparatus (e.g. mobile
phones, short-range walkie-talkies, cordless phones) meeting prescribed specifications. Further, under the TO, a RD License is required for importing
into Hong Kong or exporting therefrom radio communications transmitting apparatus. A RD License is generally valid for a period of 12 months, and is
renewable on payment of the prescribed fee, at the discretion of the Communications Authority in Hong Kong, or CA.
Generally, under the TO, an appropriate license from the CA is required for a person to operate any public telecommunications networks or
services in Hong Kong. Service-based operators are licensed under Services-Based Operator License, or SBO. There are several classes of SBO.
•

A “Class 1 service” is an internal telecommunications service (a) for carrying real-time voice communications which may be integrated
with other types of communications, (b) which is capable of allowing customers to make and receive calls to and from parties assigned
with numbers from the numbering plan of Hong Kong, (c) to which customers are assigned with numbers from the numbering plan of
Hong Kong, and (d) which is not a “Class 2 service”.

•

A “Class 2 service” is an internal telecommunications service (a) for carrying real-time voice communications which may be integrated
with other types of communications, (b) which is capable of allowing customers to make and receive calls to and from parties assigned
with numbers from the numbering plan of Hong Kong; (c) to which customers are assigned with numbers from the numbering plan of
Hong Kong; and (d) in the provision of which –

•

(i)

the licensee (and where appropriate its agents, contractors and resellers) in all promotion, marketing or advertising materials
concerning such service declares the service as a “Class 2 service”; or

(ii)

the licensee, in lieu of (i), complies with such conditions as may be specified by CA in a direction that may be issued by CA.

“Class 3 service” is a non-facility based public telecommunications service. The following are types of Class 3 service (a) external
telecommunications services, (b) international value-added network services, (c) mobile virtual network operator services, (d) private
payphone services, (e) public radio communications relay services, (f) security and fire alarm signals transmission services,
167

Table of Contents

(g) teleconferencing services, and (h) any other services designated by CA as a “Class 3 service”, but does not include Class 1 service and
Class 2 service.
•

There is also a SBO for services other than Class 1, Class 2 or Class 3 service.

A SBO is generally valid for one year and may, at the discretion of the CA, be renewed on an annual basis.
Hongkong uCloudlink Network Technology Limited, our subsidiary established in Hong Kong, has obtained a RD License. The current RD
License was issued by CA on May 29, 2018 and will remain effective until May 31, 2020. Currently, we are preparing an application to the CA for a
SBO. Our Hong Kong counsel has advised us that there remains some uncertainty, mainly related to the determination by the relevant authority of
factual circumstances of our operations, as to whether we are required to obtain the SBO license, and based on communication with the relevant
authority, the latter has not reached a final determination and will further consider the issue after reviewing our application.
Laws and Regulations Related to Product Quality and Product Liability
Trade Descriptions Ordinance (Chapter 362 of the Laws of Hong Kong) (“TDO”)
Products sold in Hong Kong (including products sold online to customers in Hong Kong) are subject to the TDO. The TDO was most recently
amended in July 2013 to expand certain existing provisions, including the prohibition of false trade descriptions in respect of goods and services in the
course of trade, prohibition on certain unfair trade practices and the introduction of a civil, compliance based enforcement mechanism. The Customs and
Excise Department in Hong Kong is the principal enforcement agency for the TDO.
The TDO provides that a trade description (including fitness for purpose, performance and manufacturing details) which is false to a material
degree; misleading, or likely to be taken for a trade description of a kind that would be false to a material degree, would be regarded as false trade
description (section 2 of the TDO).
The TDO provides that it is an offense for any person, in the course of his/her/its trade or business, to apply a false trade description to any goods;
or supply or offer to supply any goods to which a false trade description is applied. It is also an offense for any person to have in his/her/its possession
for sale or for any purpose of trade or manufacture any goods to which a false trade description is applied (section 7 of the TDO).
To amount to a false trade description, the falsity of the trade descriptions has to be to a material degree. Trivial errors or discrepancies in trade
descriptions would not constitute an offense. What constitutes a material degree will vary with the facts.
Contravention of the prohibitions in the TDO is an offense, with a maximum penalty of up to HK$0.5 million and imprisonment for five years.
Sale of Goods Ordinance (Chapter 26 of the Laws of Hong Kong) (“SGO”), Supply of Services (Implied Terms) Ordinance (Chapter 457 of the
Laws of Hong Kong) (“SSO”) and Control of Exemption Clauses Ordinance (Chapter 71 of the Laws of Hong Kong) (the “CECO”)
The contracts that we enter into with our customers and are governed by the laws of Hong Kong are subject to the SGO, SSO and CECO.
The SGO provides for circumstances where certain terms will be implied in contracts of sale of goods in Hong Kong, which include, among
others, implied conditions that the seller has or will have a right to sell the goods at the time when the property is to pass and that goods supplied are of
merchantable quality subject to certain exceptions as stipulated in the SGO, reasonably fit for the buyer’s express or implied purposes, and
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correspond with the descriptions provided by the seller and any samples. The SGO also provides for circumstances where buyers may be deemed to
have accepted goods and the actions that a buyer may take for a breach of contract by a seller.
The SSO implies certain terms into contracts of supply of services in Hong Kong, which include implied conditions that, (i) the supplier will carry
out the services with reasonable care and skill (which generally means the services must meet the standard that a reasonable person would regard as
satisfactory); (ii) the supplier will carry out the services within a reasonable time if the time of performance has not been fixed by the contract; and
(iii) the party contracting with the supplier will pay a reasonable charge if the charge has not been fixed by the contract. The SSO provides that as
against a party to a contract for the supply of a service who deals as a consumer, the other party cannot, by reference to any contract term, exclude or
restrict any liability of his/her/its arising under the contract by virtue of the SSO.
The CECO aims to limit the extent to which civil liability for breach of contract, or for negligence or other breach of duty, can be avoided by
means of contract terms and otherwise. Under the CECO, a person cannot by reference to any contract term or to a notice given to persons generally or
to particular persons to exclude or restrict his/her/its liability for death or personal injury resulting from negligence. Further, in the case of other loss or
damage, a person cannot so exclude or restrict his/her/its liability for negligence except in so far as the term or notice satisfies the requirement of
reasonableness regard to the circumstances which are, or ought reasonably to have been, known to or in the contemplation of the parties when the
contract is made.
Laws and Regulations Related to Privacy Protection
The Personal Data (Privacy) Ordinance (Chapter 486 of the Laws of Hong Kong) (“PDPO”), covers any personal data that relates directly or
indirectly to a living individual in Hong Kong, can be used to directly or indirectly ascertain the identity of that individual, and exists in a form in which
access or processing is practicable. It applies to a data user who, either alone or jointly or in common with other persons, controls the collection,
holding, processing or use of the data. The PDPO imposes a statutory duty on data users to comply with the requirements of the six data protection
principles contained in Schedule 1 to the PDPO. The PDPO provides that a data user shall not do an act, or engage in a practice, that contravenes such
data protection principles unless the act or practice, as the case may be, is required or permitted under the PDPO.
Non-compliance with a data protection principle may lead to a complaint to the Privacy Commissioner for Personal Data in Hong Kong (the
“Privacy Commissioner”). The Privacy Commissioner may serve an enforcement notice to direct the data user to remedy the contravention and/ or
instigate prosecution actions. A data user who contravenes an enforcement notice commits an offense which may lead to a fine and/or imprisonment.
Any person contravening an enforcement notice shall be liable to a maximum penalty of up to HK$50,000 and imprisonment for two years.
The PDPO also criminalizes, among others, misuse or inappropriate use of personal data in direct marketing activities; non-compliance with data
access request and unauthorized disclosure of personal data obtained without data user’s consent. The maximum penalty for breach under the PDPO is a
fine of up to HK$1.0 million and imprisonment for up to five years.
Laws and Regulations Related to Business Registration
The Business Registration Ordinance (Chapter 310 of the Laws of Hong Kong) requires every person, whether a company or an individual, who
carries on a business in Hong Kong to apply for business registration certificate from the Inland Revenue Department in Hong Kong within one month
from the date of commencement of the business, and to display the valid business registration certificate at the place of business. Any person who fails
to apply for business registration or display a valid business registration certificate at the place of business shall be guilty of an offense, and shall be
liable to a maximum penalty of up to HK$5,000 and to imprisonment for one year.
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Laws and Regulations Related to Related to Tax
The Inland Revenue Ordinance (Chapter 112 of the Laws of Hong Kong), or IRO, imposes taxes on property, earnings and profits in Hong Kong.
The IRO provides, among others, that persons, which include corporations, carrying on any trade, profession or business in Hong Kong are chargeable
to tax all profits (excluding profits arising from the sale of capital assets) arising in or derived from Hong Kong from such trade, profession or business.
Our profits arising in or derived from Hong Kong are subject to the profit tax regime under the IRO. The standard rate of profits tax for the years
of assessment of 2016/2017 and 2017/2018 was 16.5%. Under the current tax regime, for the year of assessment 2018/2019 onwards the following
two-tiered rates of profits tax shall apply: 8.25% on assessable profits up to HK$2.0 million; and 16.5% on any part of assessable profits over HK$2.0
million.
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MANAGEMENT
Directors and Executive Officers
The following table sets forth information regarding our directors and executive officers as of the date of this prospectus.
Directors and Executive Officers

Age

Position/Title

Chaohui Chen
Zhiping Peng
Zhigang Du
Hong Ni*
Onward Choi*
Yimeng Shi
Matthias Vukovich
Zhu Tan
Wen Gao
Shubao Pei
Zhongqi Kuang
Zhihui Gong

52
52
53
47
48
47
40
46
49
48
47
50

Director and Chief Executive Officer
Chairman of the Board of Directors
Director and Chief Operating Officer
Independent Director Appointee
Independent Director Appointee
Chief Financial Officer
Co-Chief Financial Officer
Chief Strategy Officer
Chief Sales Officer
Chief R&D Officer
Chief Supply Chain Officer
Chief Technology Officer

*

Each of Ms. Hong Ni and Mr. Onward Choi has accepted appointment to be a director of our company, effective upon the SEC’s declaration of effectiveness of our registration
statement on Form F-1 of which this prospectus is a part.

Chaohui Chen is our founder and has served as our director and chief executive officer since 2015. Prior to co-founding our company, Mr. Chen
worked at Huawei from 1994 to 2013 where he served as SVP of Huawei, President of Huawei Device Company, CEO of Huawei UK & Ireland, and
President of Wireless Product Line. Prior to that, Mr. Chen served as a R&D engineer in Guangdong Province Computer Co., Ltd from 1992 to 1994.
Mr. Chen also serves as a director of Maya System, Inc., in which we made an equity investment. Mr. Chen received his bachelor’s degree in applied
physics from National University of Defense Technology in China and master’s degree in nuclear electronics from China Institute of Atomic Energy.
Zhiping Peng is our founder and has served as chairman of our board of directors since 2015. Prior to co-founding our company, Mr. Peng worked
at Huawei from 1996 to 2014, where he served as SVP of Huawei, chief procurement and supply chain officer, president of Optical Product Line, and
president of Huawei Device Company. Prior to that, Mr. Peng served as a project manager at China Kejian Co., Ltd. from 1993 to 1996. Mr. Peng also
serves as the chairman of the board of directors of Shenzhen Leafoo Bio-technology Co., Ltd, a company that manufactures and sells healthcare
products. Mr. Peng received his bachelor’s degree in radio and automatic control and master’s degree of automatic control from Fudan University in
China.
Zhigang Du is our director and has served as our chief operating officer since 2014. Prior to joining us, Mr. Du served as Vice President in charge
of operations at Hytera Communications Corporation Limited from 2012 to 2014. From 2009 to 2012, Mr. Du worked as an independent consultant
providing management consulting services. Prior to that, Mr. Du worked at Huawei from 1997 to 2009, where he served as Assistant President of East
Africa Region, Director of Technical Service of China Region, and Deputy Director of Testing Department. Mr. Du served as Environmental Engineer
and Project Manager at Lanzhou Coal Mining Design and Research Institute from 1988 to 1994. Mr. Du received his bachelor’s degree of
meteorology and his master’s degree of business administration from Lanzhou University in China.
Ms. Hong Ni will serve as our independent director starting from the SEC’s declaration of effectiveness of our registration statement on Form F-1,
of which this prospectus is a part. Ms. Ni is an executive director of Cogobuy Group (HKEX: 0400). Ms. Ni currently serves as an independent director
of Digital China Holdings Ltd. (HKEX: 00861) and ATA Inc. (NASDAQ: ATAI). From 2004 to 2007, Ms. Ni was the chief financial
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officer and director of Viewtran Group, Inc. (NASDAQ: VIEW). In 2008, Ms. Ni served as the vice chairman of Viewtran Group, Inc. Prior to that,
Ms. Ni spent six years as a practicing attorney at Skadden, Arps, Slate, Meagher & Flom LLP in New York and Hong Kong. Earlier in her career,
Ms. Ni worked at Merrill Lynch’s investment banking division in New York. Ms. Ni received her J.D. degree from University of Pennsylvania Law
School and her bachelor’s degree in applied economics and business management from Cornell University.
Mr. Onward Choi will serve as our independent director starting from the SEC’s declaration of effectiveness of our registration statement on Form
F-1, of which this prospectus is a part. Mr. Choi worked at NetEase, Inc. (NASDAQ: NTES) from 2003 to 2017, where he served as the acting chief
financial officer from July 2007 to June 2017, the Financial Controller from January 2005 to June 2007, and the Corporate Finance Director from
November 2003 to December 2004. Prior to that, Mr. Choi worked in the Beijing office of Ernst & Young, the Hong Kong Trade Development Council
and the Hong Kong office of KPMG for over ten years. Mr. Choi currently serves as an independent non-executive director and the chairman of the
audit committee of Beijing Jingkelong Company Limited (HKEX: 0814), Wise Talent Information Technology Company Limited (HKEX: 6100) and
Tuniu Corporation (NASDAQ: TOUR). Mr. Choi is a fellow member of the Institute of Chartered Accountants in England and Wales, the Association of
Chartered Certified Accountants, the CPA Australia and the Hong Kong Institute of Certified Public Accountants. Mr. Choi holds a Bachelor of Arts
degree in accountancy with honors from the Hong Kong Polytechnic University.
Yimeng Shi has served as our chief financial officer since 2014. Previously, Mr. Shi worked at Huawei from 2005 to 2014, where he performed
finance management in Huawei UK & Ireland, Huawei North Latin America. From 2004 to 2005, Mr. Shi served as Accountant at Nortel
Communication Equipment Co., Ltd. in Guangdong. Mr. Shi also serves as a director of Maya System, Inc., in which we made an equity investment.
Mr. Shi received his master’s degree of law from Jinan University in Guangzhou, China. He also received his bachelor’s degree of Business Study in
Accountancy from University of Massey in New Zealand.
Matthias Vukovich has served as our co-chief financial officer since April 2019. Prior to joining us, he worked as Executive Director in Morgan
Stanley’s Investment Banking division from 2007 to 2019. During his 12 years at Morgan Stanley, Mr. Vukovich worked in the Investment Banks’
Tokyo, London and Hong Kong Media & Communication coverage teams, where he was involved in various M&A and financing transactions with a
special focus on the telecommunications services and infrastructure space. Before joining Morgan Stanley, Mr. Vukovich worked for the Japanese
wireless operator NTT DOCOMO for five years, where he gained experience in the corporate sales and in international business development divisions.
Mr. Vukovich holds a M.A. in Business Administration from the Vienna University of Economics and a BA in Japanese Studies from Vienna University.
Zhu Tan has served as our chief strategy officer since 2015. Prior to joining us, Mr. Tan worked at Huawei from 1997 to 2012, where he served as
chief strategy officer of Wireless Product Line, Director of GSM/3G/4G Product Management in Wireless Product Line, and Director of Huawei Europe
Wireless Marketing. Mr. Tan received his bachelor’s degree in physics from Wuhan University in China and master’s degree in radio electronics from
Sun Yat-Sen University in China.
Wen Gao has served as our chief sales officer since 2014. Prior to joining us, Mr. Gao worked at Huawei from 2007 to 2011, where he served as
the Director of Software Platform Department in Huawei Device Company. Prior to that, Mr. Gao worked as software R&D engineer and manager in
several technology companies in Shenzhen, China from 1995 to 2007. Mr. Gao received his bachelor’s degree and master’s degree in computer
application from Wuhan Surveying and Mapping University of Science and Technology in China, which was later merged into Wuhan University.
Shubao Pei has served as our chief R&D officer since 2014. Prior to joining the company, Mr. Pei worked at Huawei from 1997 to 2014, where he
served as the Director of New Product Introduction in Supply Chain, Director of OSS and Service Development Department. Mr. Pei received his
bachelor’s degree in computer engineering and his master’s degree in mechanical engineering, both from Xi’an Jiaotong University in China.
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Zhongqi Kuang has served as our chief supply chain officer since 2014. Prior to joining the company, Mr. Kuang served as the Vice General
Manger of Shenzhen Ke Li Lai Technology Co., Ltd. from 2010 to 2013. Before that, he was the Vice General Manager of Shanghai Tian Xi Jia Fu
Technology Co., Ltd from 2008 to 2009. Prior to that, he served as the General Manager in Hong Kong Yao Sheng Technology Co., Ltd from 2006 to
2008. Mr. Kuang received his bachelor’s degree of physics from Guizhou Normal University in China.
Zhihui Gong has served as our chief technology officer since 2015. Prior to joining us, Mr. Gong worked at Shenzhen Liming Network Co., Ltd
from 1997 to 2015, performing IT planning, architecture, top design of enterprise system and cloud service platform, software development
management, company’s technology management and planning. Mr. Gong received his doctor’s degree from Huazhong University of Science and
Technology in China.
Board of Directors
Our board of directors will consist of five directors upon the SEC’s declaration of effectiveness of our registration statement on Form F-1, of
which this prospectus is a part. A director is not required to hold any shares in our company by way of qualification. A director who is in any way,
whether directly or indirectly, interested in a contract or transaction or proposed contract or transaction with our company is required to declare the
nature of his interest at a meeting of our directors. Subject to the [New York Stock Exchange/Nasdaq Stock Market] rules and disqualification by the
chairman of the relevant board meeting, a director may vote in respect of any contract or transaction or proposed contract or transaction notwithstanding
that he may be interested therein, and if he does so his vote shall be counted and he shall be counted in the quorum at any meeting of our directors at
which any such contract or transaction or proposed contract or transaction is considered. Our directors may exercise all the powers of our company to
raise or borrow money and to mortgage or charge its undertaking, property and assets (present and future) and uncalled capital or any part thereof, to
issue debentures, debenture stock, bonds and other securities, whether outright or as collateral security for any debt, liability or obligation of our
company or of any third party.
Committees of the Board of Directors
We will establish three committees under the board of directors immediately upon the effectiveness of our registration statement on Form F-1, of
which this prospectus is a part: an audit committee, a compensation committee and a nominating and corporate governance committee. We have adopted
a charter for each of the three committees. Each committee’s members and functions are described below.
Audit Committee. Our audit committee will consist of Mr. Onward Choi, Ms. Hong Ni and Mr. Zhigang Du. Mr. Onward Choi will be the
chairman of our audit committee. We have determined that Mr. Onward Choi and Ms. Hong Ni satisfy the “independence” requirements of [Section
303A of the Corporate Governance Rules of the New York Stock Exchange/Rule 5605 of the Nasdaq Stock Market Rules] and Rule 10A-3 under the
Exchange Act. We have determined that Mr. Onward Choi qualifies as an “audit committee financial expert.” The audit committee will oversee our
accounting and financial reporting processes and the audits of the financial statements of our company. The audit committee will be responsible for,
among other things:
•

appointing the independent auditors and pre-approving all auditing and non-auditing services permitted to be performed by the
independent auditors;

•

reviewing with the independent auditors any audit problems or difficulties and management’s response;

•

discussing the annual audited financial statements with management and the independent auditors;

•

reviewing the adequacy and effectiveness of our accounting and internal control policies and procedures and any steps taken to monitor
and control major financial risk exposures;

•

reviewing and approving all proposed related party transactions;
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•

meeting separately and periodically with management and the independent auditors; and

•

monitoring compliance with our code of business conduct and ethics, including reviewing the adequacy and effectiveness of our
procedures to ensure proper compliance.

Compensation Committee. Our compensation committee will consist of Mr. Zhiping Peng, Mr. Onward Choi and Ms. Hong Ni. Mr. Zhiping Peng
will be the chairman of our compensation committee. We have determined that Mr. Onward Choi and Ms. Hong Ni satisfy the “independence”
requirements of [Section 303A of the Corporate Governance Rules of the New York Stock Exchange/Rule 5605 of the Nasdaq Stock Market Rules]. The
compensation committee will assist the board in reviewing and approving the compensation structure, including all forms of compensation, relating to
our directors and executive officers. Our chief executive officer may not be present at any committee meeting during which his compensation is
deliberated. The compensation committee will be responsible for, among other things:
•

reviewing and approving, or recommending to the board for its approval, the compensation for our chief executive officer and other
executive officers;

•

reviewing and recommending to the board for determination with respect to the compensation of our non-employee directors;

•

reviewing periodically and approving any incentive compensation or equity plans, programs or similar arrangements; and

•

selecting compensation consultant, legal counsel or other adviser only after taking into consideration all factors relevant to that person’s
independence from management.

Nominating and Corporate Governance Committee. Our nominating and corporate governance committee will consist of Ms. Hong Ni, Mr.
Onward Choi and Mr. Chaohui Chen. Ms. Hong Ni will be the chairperson of our nominating and corporate governance committee. Ms. Hong Ni and
Mr. Onward Choi satisfy the “independence” requirements of [Section 303A of the Corporate Governance Rules of the New York Stock Exchange/Rule
5605 of the Nasdaq Stock Market Rules]. The nominating and corporate governance committee will assist the board of directors in selecting individuals
qualified to become our directors and in determining the composition of the board and its committees. The nominating and corporate governance
committee will be responsible for, among other things:
•

selecting and recommending to the board nominees for election by the shareholders or appointment by the board;

•

reviewing annually with the board the current composition of the board with regards to characteristics such as independence, knowledge,
skills, experience and diversity;

•

making recommendations on the frequency and structure of board meetings and monitoring the functioning of the committees of the board;
and

•

advising the board periodically with regards to significant developments in the law and practice of corporate governance as well as our
compliance with applicable laws and regulations, and making recommendations to the board on all matters of corporate governance and on
any remedial action to be taken.

Duties of Directors
Under Cayman Islands law, our directors owe fiduciary duties to our company, including a duty of loyalty, a duty to act honestly and a duty to act
in what they consider in good faith to be in our best interests. Our directors must also exercise their powers only for a proper purpose. Our directors also
owe to our company a duty to exercise skills they actually possess and such care and diligence that a reasonably prudent person would exercise in
comparable circumstance. It was previously considered that a director need not exhibit in the performance of
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his duties a greater degree of skill than may reasonably be expected from a person of his knowledge and experience. However, English and
Commonwealth Courts have moved toward an objective standard with regard to the required skill and care and these authorities are likely to be followed
in the Cayman Islands. In fulfilling their duty of care to us, our directors must ensure compliance with our memorandum and articles of association, as
amended and restated from time to time, and the class rights vested thereunder in the holders of the shares. Our company has the right to seek damages
if a duty owed by our directors is breached. In certain limited exceptional circumstances, a shareholder may have the right to seek damages in our name
if a duty owed by our directors is breached.
Our board of directors has all the powers necessary for managing, and for directing and supervising, our business affairs. The functions and
powers of our board of directors include, among others:
•

convening shareholders’ annual and extraordinary general meetings and reporting its work to shareholders at such meetings;

•

declaring dividends and distributions;

•

appointing officers and determining the term of office of the officers;

•

exercising the borrowing powers of our company and mortgaging the property of our company; and

•

approving the transfer of shares in our company, including the registration of such shares in our share register.

Terms of Directors and Officers
Our directors may be elected by an ordinary resolution of our shareholders. Alternatively, our board of directors may, by the affirmative vote of a
simple majority of the directors present and voting at a board meeting appoint any person as a director to fill a casual vacancy on our board or as an
addition to the existing board. Our directors are not automatically subject to a term of office and hold office until such time as they are removed from
office by an ordinary resolution of our shareholders. In addition, a director will cease to be a director if he (i) becomes bankrupt or makes any
arrangement or composition with his creditors; (ii) dies or is found to be or becomes of unsound mind; (iii) resigns his office by notice in writing;
(iv) without special leave of absence from our board, is absent from meetings of our board for three consecutive meetings and our board resolves that his
office be vacated; or (v) is removed from office pursuant to any other provision of our articles of association.
Our officers are appointed by and serve at the discretion of the board of directors, and may be removed by our board of directors.
Employment Agreements and Indemnification Agreements
We have entered into employment agreements with each of our executive officers. Under these agreements, each of our executive officers is
employed for a specified time period. We may terminate employment for cause, if the officer is informed by us of the cause and such cause remains
uncured at the end of a period of 10 business days to cure, for certain acts of the executive officer, such as continued failure to satisfactorily perform,
willful misconduct or gross negligence in the performance of agreed duties, conviction or entry of a guilty or nolo contendere plea of any felony or any
misdemeanor involving moral turpitude, or dishonest act that results in material to our detriment or material breach of the employment agreement. We
may also terminate an executive officer’s employment without cause upon 60-day advance written notice. In such case of termination by us, we will
provide severance payments to the executive officer as may be agreed between the executive officer and us. The executive officer may resign at any time
with a 60-day advance written notice.
Each executive officer has agreed to hold, both during and after the termination or expiry of his or her employment agreement, in strict confidence
and not to use, except as required in the performance of his or her
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duties in connection with the employment or pursuant to applicable law, any of our confidential information or trade secrets, any confidential
information or trade secrets of our clients or prospective clients, or the confidential or proprietary information of any third party received by us and for
which we have confidential obligations. The executive officers have also agreed to disclose in confidence to us all inventions, designs and trade secrets
which they conceive, develop or reduce to practice during the executive officer’s employment with us and to assign all right, title and interest in them to
us, and assist us in obtaining and enforcing patents, copyrights and other legal rights for these inventions, designs and trade secrets.
In addition, each executive officer has agreed to be bound by non-competition and non-solicitation restrictions during the term of his or her
employment and typically for one year following the last date of employment. Specifically, each executive officer has agreed not to (i) solicit from any
customer doing business with us during the effective term of the employment agreement business of the same or of a similar nature to our business;
(ii) solicit from any of our known potential customer business of the same or of a similar nature to that which has been the subject of our known written
or oral bid, offer or proposal, or of substantial preparation with a view to making such a bid, proposal or offer; (iii) solicit the employment or services of,
or hire or engage, any person who is known to be employed or engaged by us; or (iv) otherwise interfere with our business or accounts, including, but
not limited to, with respect to any relationship or agreement between any vendor or supplier and us.
We have also entered into indemnification agreements with each of our directors and executive officers. Under these agreements, we agree to
indemnify our directors and executive officers against certain liabilities and expenses incurred by such persons in connection with claims made by
reason of their being a director or officer of our company.
Compensation of Directors and Executive Officers
In 2018, we paid an aggregate of US$1.4 million in cash to our executive officers, and we did not pay any compensation to our non-executive
directors. We have not set aside or accrued any amount to provide pension, retirement or other similar benefits to our directors and executive officers.
Our PRC subsidiaries and our VIEs are required by law to make contributions equal to certain percentages of each employee’s salary for his or her
pension insurance, medical insurance, unemployment insurance and other statutory benefits and a housing provident fund.
Amended and Restated 2018 Stock Option Scheme
In December 2018, our shareholders and board of directors approved the 2018 Stock Option Scheme to attract and retain the best available
personnel, provide additional incentives to employees and directors, and promote the success of our business. In July 2019, our shareholders and board
of directors adopted the Amended and Restated 2018 Stock Option Scheme, or 2018 Plan, which amends and restates the previously adopted 2018 Stock
Option Scheme, pursuant to which we may grant awards to our directors, officers and employees. The maximum aggregate number of ordinary shares
that may be issued under 2018 Plan is 40,147,720 ordinary shares. As of the date of this prospectus, options to purchase a total of 17,401,720 ordinary
shares are outstanding under the 2018 Plan.
The following paragraphs summarize the principal terms of the 2018 Plan.
Type of Awards. The 2018 Plan permits the awards of options.
Plan Administration. Our board of directors or a committee appointed by the board of directors will administer the 2018 Plan. The plan
administrator will determine the participants to receive awards, the number of awards to be granted to each participant, and the terms and conditions of
each grant.
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Award Agreement. Awards granted under the 2018 Plan are evidenced by an award agreement that sets forth the terms, conditions and limitations
for each award, which may include the term of the award, the provisions applicable in the event that the grantee’s employment or service terminates, and
our authority to unilaterally or bilaterally amend, modify, suspend, cancel or rescind the award.
Eligibility. We may grant awards to our directors, officers and employees.
Vesting Schedule. In general, the plan administrator determines the vesting schedule, which is specified in the relevant award agreement.
Exercise of Options. The plan administrator determines the exercise price for each award, which is stated in the relevant award agreement. Options
that are vested and exercisable will terminate if they are not exercised prior to the time as the plan administrator determines at the time of grant.
However, the maximum exercisable term is six years from the date that the granted options are exercisable.
Transfer Restrictions. Awards may not be transferred in any manner by the participant other than certain entities or persons related to the
participant without the prior written approval of the plan administrator at its sole and absolute discretion.
Termination and Amendment of the 2018 Plan. Unless terminated earlier, the 2018 Plan has a term of 15 years from the date of effectiveness of the
2018 Plan. Our board of directors has the authority to terminate, amend, suspend or modify the 2018 Plan in accordance with the 2018 Plan and our
articles of association.
2019 Share Incentive Plan
In July 2019, our shareholders and board of directors approved the 2019 Share Incentive Plan, or the 2019 Plan, to attract and retain the best
available personnel, provide additional incentives to employees, directors and consultants. The 2019 Plan will become effective upon the SEC’s
declaration of effectiveness of our registration statement on Form F-1 of which this prospectus is a part. Under the 2019 Plan, the maximum aggregate
number of shares which may be issued pursuant to all awards will initially be 23,532,640 shares, which will be increased by a number equal to 1.0% of
the total number of shares issued and outstanding on the last day of the immediately preceding fiscal year on the first day of each fiscal year,
commencing with the fiscal year ended December 31, 2020, if determined and approved by the board of directors for the relevant fiscal year. As of the
date of this prospectus, no award has been granted under the 2019 Plan.
The following paragraphs describe the principal terms of the 2019 Plan.
Type of Awards. The 2019 Plan permits the awards of options, restricted shares, restricted share units, or any other type of awards that the
committee approves.
Plan Administration. Our board of directors or a committee designated by the board of directors will act as the plan administrator. The plan
administrator will determine the participants who are to receive awards, the type or types of awards to be granted, the number of awards to be granted,
and the terms and conditions of each award grant.
Award Agreement. Awards granted under the 2019 Plan are evidenced by an award agreement that sets forth terms, conditions and limitations for
each award, which may include the term of the award, the provisions applicable in the event that the grantee’s employment or service terminates, and
our authority to unilaterally or bilaterally amend, modify, suspend, cancel or rescind the award.
Eligibility. We may grant awards to our employees, directors and consultants of our company.
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Vesting Schedule. In general, the plan administrator determines the vesting schedule, which is specified in the relevant award agreement.
Transfer Restrictions. Awards may not be transferred in any manner by the recipient other than in accordance with the exceptions provided in the
2019 Plan, such as transfers by will or the laws of descent and distribution.
Termination and Amendment of the 2019 Plan. Unless terminated earlier, the 2019 Plan has a term of 15 years. Our board of directors has the
authority to amend or terminate the 2019 Plan. However, no such action may adversely affect in any material way any awards previously granted unless
agreed by the relevant grantee.
The following table summarizes, as of the date of this prospectus, the number of ordinary shares under outstanding options that we granted to our
directors and executive officers.

Name

Chaohui Chen
Zhiping Peng
Zhigang Du
Hong Ni
Onward Choi
Yimeng Shi
Matthias Vukovich
Zhu Tan
Wen Gao
Shubao Pei
Zhongqi Kuang
Zhihui Gong
All directors and executive officers as a group
*

Ordinary
Shares
Underlying
Options

Exercise Price
(US$/Share)

—
—
*
—
—
*
*
—
—
*
—
*

—
—
0.81
—
—
0.50
0.81
—
—
0.81
—
0.50

3,179,420

0.50 to 0.81

Date of Grant

—
—
December 31, 2018
—
—
December 31, 2018
August 6, 2019
—
—
December 31, 2018
—
December 31, 2018
December 31, 2018August 6, 2019

Date of Expiration

—
—
December 31, 2028
—
—
December 31, 2028
August 6, 2034
—
—
December 31, 2028
—
December 31, 2028
December 31, 2028August 6, 2034

Less than 1% of our total ordinary shares on an as-converted basis outstanding as of the date of this prospectus.

As of the date of this prospectus, our employees other than our directors and executive officers as a group held options to purchase 14,222,300
ordinary shares, with exercise prices ranging from US$0.50 per share to US$0.81 per share.
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PRINCIPAL SHAREHOLDERS
Except as specifically noted, the following table sets forth information with respect to the beneficial ownership of our ordinary shares on an
as-converted basis as of the date of this prospectus by:
•

each of our directors and executive officers; and

•

each of our principal shareholders who beneficially own more than 5% of our total outstanding shares.

The calculations in the table below are based on 261,451,900 ordinary shares on an as-converted basis outstanding as of the date of this
prospectus, and
Class A ordinary shares outstanding immediately after the completion of this offering, assuming the underwriters do not exercise
their over-allotment option.
Beneficial ownership is determined in accordance with the rules and regulations of the SEC. In computing the number of shares beneficially
owned by a person and the percentage ownership of that person, we have included shares that the person has the right to acquire within 60 days,
including through the exercise of any option, warrant or other right or the conversion of any other security. These shares, however, are not included in
the computation of the percentage ownership of any other person.

Ordinary Shares
Beneficially Owned
Prior to This Offering
Number
%

Directors and Executive Officers**:
Chaohui Chen(1)
Zhiping Peng(2)
Zhigang Du(3)
Hong Ni†(4)
Onward Choi†(5)
Yimeng Shi
Matthias Vukovich
Zhu Tan(6)
Wen Gao(7)
Shubao Pei(8)
Zhongqi Kuang(9)
Zhihui Gong
All Directors and Executive Officers as a Group
Principal Shareholders:
MediaPlay Limited(1)
AlphaGo Robot Limited(2)
Entities Affiliated with Haitong(10)
Beijing Cash Capital Venture Partners(11)
*
**
***

†

64,826,120
60,726,420
3,170,620
—
—
*
—
8,719,200
11,889,820
3,170,620
3,170,620
—
152,779,200

24.8
23.2
1.2
—
—
*
—
3.3
4.5
1.2
1.2
—
58.4

61,346,560
60,726,420
35,004,220
26,309,700

23.5
23.2
13.4
10.1

Class A
Ordinary
Shares
Number

Ordinary Shares Beneficially Owned Immediately After This Offering
Total Ordinary
% of
Class B
Shares on an
% of
Aggregate
Ordinary
As-converted
Beneficial
Voting
Shares
Basis
Ownership
Power***
Number
Number
%
%

Less than 1% of our total outstanding shares.
Except as indicated otherwise, the business address of our directors and executive officers is Room 2118-2119, 21/F, One Pacific Centre, 414 Kwun Tong Road, Kwun Tong, Kowloon,
Hong Kong.
For each person and group included in this column, percentage of voting power is calculated by dividing the voting power beneficially owned by such person or group by the voting
power of all of our Class A and Class B ordinary shares as a single class. Each holder of Class A ordinary shares is entitled to one vote per share and each holder of our Class B
ordinary shares is entitled to 15 votes per share on all matters submitted to them for a vote. Our Class A ordinary shares and Class B ordinary shares vote together as a single class on
all matters submitted to a vote of our shareholders, except as may otherwise be required by law. Our Class B ordinary shares are convertible at any time by the holder thereof into Class
A ordinary shares on a one-for-one basis.
Each of Ms. Hong Ni and Mr. Onward Choi has accepted appointment to be a director of our company, effective upon the SEC’s declaration of effectiveness of our registration
statement on Form F-1, of which this prospectus is a part.
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(2)

(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)

(11)

Represents (i) 61,346,560 ordinary shares held by MediaPlay Limited, a British Virgin Islands company and (ii) 3,479,560 ordinary shares beneficially owned by certain of our current
and former employees. MediaPlay Limited is wholly owned by Mr. Chaohui Chen. The registered address of MediaPlay Limited is Geneva Place, Waterfront Drive, P.O. Box 3469,
Road Town, Tortola, British Virgin Islands. All the ordinary shares held by MediaPlay Limited will be re-designated as Class B ordinary shares immediately prior to the completion of
this offering. The abovementioned certain current and former employees have granted an irrevocable voting proxy for all shares beneficially owned by them to Mr. Chaohui Chen. All
the ordinary shares beneficially owned by those current and former employees will be re-designated as Class A ordinary shares immediately prior to the completion of this offering. In
addition, our employees who hold share incentive awards under our share incentive plans, except those who signed the voting agreement, have granted an irrevocable voting proxy for
the shares issuable to them pursuant to the awards to Mr. Chaohui Chen.
Represents 60,726,420 ordinary shares held by AlphaGo Robot Limited, a British Virgin Islands company. AlphaGo Robot Limited is wholly owned by Mr. Zhiping Peng. The
registered address of AlphaGo Robot Limited is Geneva Place, Waterfront Drive, P.O. Box 3469, Road Town, Tortola, British Virgin Islands. All the ordinary shares held by AlphaGo
Robot Limited will be re-designated as Class B ordinary shares immediately prior to the completion of this offering. Two of our beneficial owners have granted an irrevocable voting
proxy for 7,031,500 ordinary shares beneficially owned by them to, and appointed as lawful attorney-in-fact Mr. Zhiping Peng, effective upon the completion of this offering.
Represents 3,170,620 ordinary shares held by Elite Magic Cosmos Limited, a British Virgin Islands company. Elite Magic Cosmos Limited is wholly owned by Mr. Zhigang Du. The
registered address of Elite Magic Cosmos Limited is Craigmuir Chambers, Road Town, Tortola, VG 1110, British Virgin Islands. All the ordinary shares held by Elite Magic Cosmos
Limited will be re-designated as Class A ordinary shares immediately prior to the completion of this offering.
The business address of Ms. Hong Ni is Houser 17B, Shouson Peak, 9-19 Shouson Hill Road, Deep Water Bay, Hong Kong.
The business address of Mr. Onward Choi is 10/F, 37 Java Road, North Point, Hong Kong.
Represents 8,719,200 ordinary shares held by Chicken Chic Limited, a British Virgin Islands company. Chicken Chic Limited is wholly owned by Mr. Zhu Tan. The registered address
of Chicken Chic Limited is Craigmuir Chambers, Road Town, Tortola, VG 1110, British Virgin Islands. All the ordinary shares held by Chicken Chic Limited will be re-designated as
Class A ordinary shares immediately prior to the completion of this offering.
Represents 11,889,820 ordinary shares held by Talent Wits Limited, a British Virgin Islands company. Talent Wits Limited is wholly owned by Mr. Wen Gao. The registered address of
Talent Wits Limited is Geneva Place, Waterfront Drive, P.O. Box 3469, Road Town, Tortola, British Virgin Islands. All the ordinary shares held by Talent Wits Limited will be redesignated as Class A ordinary shares immediately prior to the completion of this offering.
Represents 3,170,620 ordinary shares held by Fair Technology Limited, a British Virgin Islands company. Fair Technology Limited is wholly owned by Mr. Shubao Pei. The registered
address of Fair Technology Limited is Craigmuir Chambers, Road Town, Tortola, VG 1110, British Virgin Islands. All the ordinary shares held by Fair Technology Limited will be redesignated as Class A ordinary shares immediately prior to the completion of this offering.
Represents 3,170,620 ordinary shares held by Fairy Mind Limited, a British Virgin Islands company. Fairy Mind Limited is wholly owned by Mr. Zhongqi Kuang. The registered
address of Fairy Mind Limited is Craigmuir Chambers, Road Town, Tortola, VG 1110, British Virgin Islands. All the ordinary shares held by Fairy Mind Limited will be re-designated
as Class A ordinary shares immediately prior to the completion of this offering.
Represents (i) 27,758,780 ordinary shares held by Haitong Global Investment SPC III (acting on behalf and for the account of Haitong Momentum Investment Fund I S.P.), a Cayman
Islands exempted segregated portfolio company with limited liability and (ii) 7,245,440 ordinary shares held by Haitong Global Investment SPC III (acting on behalf and for the
account of Haitong-Harvest Global Technology Fund S.P.). The investment manager of Haitong Global Investment SPC III is Haitong International Asset Management (HK) Limited.
Dr. Jianxin Yang is the executive director of Haitong International Asset Management (HK) Limited. The registered office of Haitong Global Investment SPC III is at Harneys
Services (Cayman) Limited, 4th Floor, Harbour Place, 103 South Church Street, PO Box 10240, Grand Cayman KY1-1002, Cayman Islands. All the ordinary shares held by Haitong
Global Investment SPC III will be re-designated as Class A ordinary shares immediately prior to the completion of this offering.
Represents 24,392,000 series A preferred shares and 1,917,700 ordinary shares held by Beijing Cash Capital Venture Partners, a PRC limited liability partnership. The general partner
of Beijing Cash Capital Venture Partners is Beijing Cash Capital Asset Management Co., Ltd. The members of the investment committee of Beijing Cash Capital Asset Management
Co., Ltd. are Qi Wang, Ge Wang, and Hongwu Chen. The registered address of Beijing Cash Capital Venture Partners is No. 710-84, Floor 6, No. 8 Haidian North Two Street, Haidian
District, Beijing, People’s Republic of China. All the preferred shares held by Beijing Cash Capital Venture Partners will be automatically converted to and re-designated as Class A
ordinary shares immediately prior to the completion of this offering. All the ordinary shares held by Beijing Cash Capital Venture Partners will be re-designated as Class A ordinary
shares immediately prior to the completion of this offering.

In July 2019, our founders and certain other members of management and beneficial owners of our company, including Chaohui Chen, Zhiping
Peng, Wen Gao, Zhu Tan, Zhigang Du, Zhongqi Kuang, Shubao Pei, Xuesong Ren and Yimeng Shi, entered into a voting agreement, which provides
that they shall reach a consensus before exercising their voting rights with respect to our shares. In the case of a tie, the parties to the voting agreement
will vote again, and they will abide by the decision of which more than 60% of the number of parties vote in favor. The voting agreement will be
terminated (i) with respect to all parties thereto, upon consent of all
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parties, or (ii) with respect to any party thereto, upon the time he beneficially owns less than 0.1% of the total issued and outstanding ordinary shares of
our company.
As of the date of this prospectus, none of our ordinary shares or preferred shares are held by record holders in the United States.
We are not aware of any arrangement that may, at a subsequent date, result in a change of control of our company.
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RELATED PARTY TRANSACTIONS
Contractual Arrangements with Our VIEs and Their Respective Shareholders
See “Corporate History and Structure.”
Shareholders Agreement
See “Description of Share Capital—History of Securities Issuances.”
Transactions with our founders and a Related Entity
Loan from our founders. In June 2014, we borrowed approximately US$222 thousand from each of Mr. Chaohui Chen, our founder, director, chief
executive officer and shareholder, and Mr. Zhiping Peng, our founder, chairman of our board of directors and shareholder, to fund our operations. The
loan was unsecured, repayable on demand and with interest rate of 8%, and was repaid in full in 2017. In 2017, we paid the principal amount of
US$222 thousand and the interest of US$50 thousand to each of the founders.
Transactions with Maya. In October 2018, we made an equity investment in a privately-held company, Maya System, Inc., or Maya, which
provides cloud SIM related services in Japan, including sale of products and maintenance. We have significant influence over Maya. In 2018 and six
months ended June 30, 2019, we recognized US$3.6 million and US$1.6 million of revenue from provision of data connectivity services and sales of
terminals to Maya, respectively. As of December 31, 2018 and June 30, 2019, we owed US$3.0 million and US$1.4 million, respectively, to Maya,
consisting of deposits and advances.
Employment Agreements and Indemnification Agreements
See “Management—Employment Agreements and Indemnification Agreements.”
Share Incentive Plan
See “Management—Amended and Restated 2018 Stock Option Scheme” and “Management—2019 Share Incentive Plan.”
Private Placements
See “Description of Share Capital—History of Securities Issuances.”
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DESCRIPTION OF SHARE CAPITAL
We are a Cayman Islands exempted company incorporated with limited liability and our affairs are governed by our memorandum and articles of
association, the Companies Law of the Cayman Islands, as amended from time to time, which we refer to as the Companies Law below, and the
common law of the Cayman Islands.
As of the date of this prospectus, our authorized share capital is US$50,000 divided into 1,000,000,000 shares, comprising of 971,000,000
ordinary shares of par value of US$0.00005 each and 29,000,000 series A preferred shares of par value of US$0.00005 each. As of the date of this
prospectus, we have 261,451,900 ordinary shares issued and outstanding, comprised of 232,451,900 ordinary shares and 29,000,000 Series A preferred
shares.
Immediately prior to the completion of this offering, our authorized share capital will be US$100,000 divided into 2,000,000,000 shares
comprising of (i) 1,700,000,000 Class A ordinary shares of a par value of US$0.00005 each, (ii) 200,000,000 Class B ordinary shares of a par value of
US$0.00005 each, and (iii) 100,000,000 shares of a par value of US$0.00005 each of such class or classes (however designated) as the board of
directors may determine in accordance with the memorandum and articles of association. Immediately prior to the completion of this offering, (i)
122,072,980 of ordinary shares beneficially owned by Mr. Chaohui Chen and Mr. Zhiping Peng will be redesignated into Class B ordinary shares on a
one-for-one basis, (ii) all of the remaining ordinary shares will be redesignated into Class A ordinary shares on a one-for-one basis, and (iii) all of the
remaining issued and outstanding preferred shares will be automatically converted and redesignated into Class A ordinary shares on a one-for-one basis.
Our Post-Offering Memorandum and Articles of Association
Our shareholders have conditionally adopted a sixth amended and restated memorandum and articles of association, which will become effective
and replace our current fifth amended and restated memorandum and articles of association in its entirety immediately prior to the completion of this
offering. The following are summaries of material provisions of the post-offering memorandum and articles of association and of the Companies Law,
insofar as they relate to the material terms of our ordinary shares.
Objects of Our Company. Under our post-offering memorandum and articles of association, the objects of our company are unrestricted and we
have the full power and authority to carry out any object not prohibited by the laws of the Cayman Islands.
Ordinary Shares. Our ordinary shares are issued in registered form. We may not issue shares to bearer. Our shareholders who are non-residents of
the Cayman Islands may freely hold and vote their shares. Our ordinary shares are divided into Class A ordinary shares and Class B ordinary shares.
Holders of our Class A ordinary shares and Class B ordinary shares will have the same rights except for voting and conversion rights. Each Class A
ordinary share shall entitle the holder thereof to one vote on all matters subject to vote at our general meetings, and each Class B ordinary share shall
entitle the holder thereof to 15 votes on all matters subject to vote at our general meetings. Our ordinary shares are issued in registered form and are
issued when registered in our register of members.
Conversion. Each Class B ordinary share is convertible into one Class A ordinary share at any time by the holder thereof. Class A ordinary shares
are not convertible into Class B ordinary shares under any circumstances. Upon (i) any direct or indirect sale, transfer, assignment or disposition of such
number of Class B ordinary shares by the holder thereof or the direct or indirect transfer or assignment of the voting power attached to such number of
Class B ordinary shares through voting proxy or otherwise to any person that is not an affiliate of our two founders, namely, Mr. Chaohui Chen and Mr.
Zhiping Peng, their family members or any entity controlled by the founders or their family members, or (ii) the direct or indirect sale, transfer,
assignment or disposition of a
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majority of the issued and outstanding voting securities of, or the direct or indirect transfer or assignment of the voting power attached to such voting
securities through voting proxy or otherwise, or the direct or indirect sale, transfer, assignment or disposition of all or substantially all of the assets of, a
holder of Class B ordinary shares that is an entity to any person other than an affiliate of our two founders, namely, Mr. Chaohui Chen and Mr. Zhiping
Peng, their family members or any entity controlled by the founders or their family members, such Class B ordinary shares shall be automatically and
immediately converted into an equal number of Class A ordinary shares.
Dividends. Our post-offering memorandum and articles of association provides that our directors may from time to time declare dividends
(including interim dividends) and other distributions on our shares in issue and authorize payment of the same out of the funds of our company lawfully
available therefor. In addition, our shareholders may declare dividends by ordinary resolution, but no dividend shall exceed the amount recommended by
our directors. Under the laws of the Cayman Islands, our company may pay a dividend out of either profit or share premium account; provided that in no
circumstances may a dividend be paid if this would result in our company being unable to pay its debts as they fall due in the ordinary course of
business.
Voting Rights. Voting at any meeting of shareholders is by show of hands unless a poll (before or on the declaration of the result of the show of
hands) is demanded. A poll may be demanded by the chairman of such meeting or any one shareholder holding not less than 10% of the votes attaching
to the shares present in person or by proxy.
An ordinary resolution to be passed at a meeting by the shareholders requires the affirmative vote of a simple majority of the votes attaching to the
ordinary shares cast at a meeting, while a special resolution requires the affirmative vote of no less than two-thirds of the votes cast attaching to the
outstanding ordinary shares at a meeting, or with a written resolution signed by all members entitled to vote. A special resolution will be required for
important matters such as a change of name or making changes to our post-offering memorandum and articles of association.
General Meetings of Shareholders. As a Cayman Islands exempted company, we are not obliged by the Companies Law to call shareholders’
annual general meetings. Our post-offering memorandum and articles of association provide that we may (but are not obliged to) in each year hold a
general meeting as our annual general meeting in which case we shall specify the meeting as such in the notices calling it, and the annual general
meeting shall be held at such time and place as may be determined by our directors.
Shareholders’ general meetings may be convened by the chairman of our board of directors, the chief executive officer or by our directors (acting
by a resolution of our board). Advance notice of at least seven calendar days is required for the convening of our annual general shareholders’ meeting
(if any) and any other general meeting of our shareholders. A quorum required for any general meeting of shareholders consists of, at the time when the
meeting proceeds to business, one or more of our shareholders holding shares which carry in aggregate (or representing by proxy) more than 50% of all
votes attaching to all of our shares in issue and entitled to vote at such general meeting, present in person or by proxy or, if a corporation or other nonnatural person, by its duly authorised representative.
The Companies Law provides shareholders with only limited rights to requisition a general meeting, and does not provide shareholders with any
right to put any proposal before a general meeting. However, these rights may be provided in a company’s articles of association. Our post-offering
memorandum and articles of association provide that upon the requisition of shareholders holding shares which carry in aggregate not less than
one-third of all votes attaching to all issued and outstanding shares of our company entitled to vote at general meetings as at the date of the deposit, our
board will convene an extraordinary general meeting and put the resolutions so requisitioned to a vote at such meeting. However, our post-offering
memorandum and articles of association do not provide our shareholders with any right to put any proposals before annual general meetings or
extraordinary general meetings not called by such shareholders.
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Transfer of Ordinary Shares. Subject to the restrictions set out below, any of our shareholders may transfer all or any of his or her ordinary shares
by an instrument of transfer in writing and in the usual or common form or any other form approved by our board of directors.
Our board of directors may, in its absolute discretion, decline to register any transfer of any ordinary share which is not fully paid up or on which
we have a lien. Our board of directors may also decline to register any transfer of any ordinary share unless:
•

the instrument of transfer is lodged with us, accompanied by the certificate for the ordinary shares to which it relates and such other
evidence as our board of directors may reasonably require to show the right of the transferor to make the transfer;

•

the instrument of transfer is in respect of only one class of ordinary shares;

•

the instrument of transfer is properly stamped, if required;

•

in the case of a transfer to joint holders, the number of joint holders to whom the ordinary share is to be transferred does not exceed four;
and

•

a fee of such maximum sum as [the New York Stock Exchange/Nasdaq Stock Market] may determine to be payable or such lesser sum as
our directors may from time to time require is paid to us in respect thereof.

If our directors refuse to register a transfer they shall, within three calendar months after the date on which the instrument of transfer was lodged,
send to each of the transferor and the transferee notice of such refusal.
The registration of transfers may, on ten calendar days’ notice being given by advertisement in such one or more newspapers, by electronic means
or by any other means in accordance with the rules of the [Nasdaq Stock Market/New York Stock Exchange] be suspended and the register closed at
such times and for such periods as our board of directors may from time to time determine; provided, however, that the registration of transfers shall not
be suspended nor the register closed for more than 30 calendar days in any year as our board may determine.
Liquidation. On the winding up of our company, if the assets available for distribution amongst our shareholders shall be more than sufficient to
repay the whole of the share capital at the commencement of the winding up, the surplus shall be distributed amongst our shareholders in proportion to
the par value of the shares held by them at the commencement of the winding up, subject to a deduction from those shares in respect of which there are
monies due, of all monies payable to our company for unpaid calls or otherwise. If our assets available for distribution are insufficient to repay all of the
paid-up capital, such the assets will be distributed so that, as nearly as may be, the losses are borne by our shareholders in proportion to the par value of
the shares held by them.
Calls on Shares and Forfeiture of Shares. Our board of directors may from time to time make calls upon shareholders for any amounts unpaid on
their shares in a notice served to such shareholders at least 14 calendar days prior to the specified time and place of payment. The shares that have been
called upon and remain unpaid are subject to forfeiture.
Redemption, Repurchase and Surrender of Shares. We may issue shares on terms that such shares are subject to redemption, at our option or at the
option of the holders of these shares, on such terms and in such manner as may be determined, before the issue of such shares, by our board of directors
or by our shareholders by special resolution. Our company may also repurchase any of our shares on such terms and in such manner as have been
approved by our board of directors or by an ordinary resolution of our shareholders. Under the Companies Law, the redemption or repurchase of any
share may be paid out of our Company’s profits or out of the proceeds of a new issue of shares made for the purpose of such redemption or repurchase,
or out of capital (including share premium account and capital redemption reserve) if our company can, immediately following
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such payment, pay its debts as they fall due in the ordinary course of business. In addition, under the Companies Law no such share may be redeemed or
repurchased (a) unless it is fully paid up, (b) if such redemption or repurchase would result in there being no shares outstanding or (c) if the company
has commenced liquidation. In addition, our company may accept the surrender of any fully paid share for no consideration.
Variations of Rights of Shares. Whenever the capital of our company is divided into different classes the rights attached to any such class may,
subject to any rights or restrictions for the time being attached to any class, only be materially adversely varied with the consent in writing of the holders
of two-thirds of all of the issued shares of that class or with the sanction of an ordinary resolution passed at a separate meeting of the holders of the
shares of that class. The rights conferred upon the holders of the shares of any class issued with preferred or other rights shall not, subject to any rights
or restrictions for the time being attached to the shares of that class, be deemed to be materially adversely varied by the creation, allotment or issue of
further shares ranking pari passu with or subsequent to them or the redemption or purchase of any shares of any class by our company. The rights of the
holders of shares shall not be deemed to be materially adversely varied by the creation or issue of shares with preferred or other rights including, without
limitation, the creation of shares with enhanced or weighted voting rights.
Issuance of Additional Shares. Our post-offering memorandum of association authorizes our board of directors to issue additional shares
(including series of preferred shares) from time to time as our board of directors shall determine, to the extent of available authorized but unissued
shares.
Our post-offering memorandum of association also authorizes our board of directors to establish from time to time one or more series of
preference shares and to determine, with respect to any series of preference shares, the terms and rights of that series, including:
•

the designation of the series;

•

the number of shares of the series;

•

the dividend rights, dividend rates, conversion rights, voting rights; and

•

the rights and terms of redemption and liquidation preferences.

Our board of directors may issue preference shares without action by our shareholders to the extent authorized but unissued. Issuance of these
shares may dilute the voting power of holders of ordinary shares.
Inspection of Books and Records. Holders of our ordinary shares will have no general right under Cayman Islands law to inspect or obtain copies
of our list of shareholders or our corporate records. However, we intend to provide our shareholders with annual audited financial statements. See
“Where You Can Find Additional Information.”
Anti-Takeover Provisions. Some provisions of our post-offering memorandum and articles of association may discourage, delay or prevent a
change of control of our company or management that shareholders may consider favorable, including provisions that:
•

authorize our board of directors to issue preference shares in one or more series and to designate the price, rights, preferences, privileges
and restrictions of such preference shares without any further vote or action by our shareholders; and

•

limit the ability of shareholders to requisition and convene general meetings of shareholders.

However, under Cayman Islands law, our directors may only exercise the rights and powers granted to them under our post-offering memorandum
and articles of association for a proper purpose and for what they believe in good faith to be in the best interests of our company.
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Exempted Company. We are an exempted company with limited liability under the Companies Law. The Companies Law distinguishes between
ordinary resident companies and exempted companies. Any company that is registered in the Cayman Islands but conducts business mainly outside of
the Cayman Islands may apply to be registered as an exempted company. The requirements for an exempted company are essentially the same as for an
ordinary company except that an exempted company:
•

does not have to file an annual return of its shareholders with the Registrar of Companies;

•

is not required to open its register of members for inspection;

•

does not have to hold an annual general meeting;

•

may issue negotiable or bearer shares or shares with no par value;

•

may obtain an undertaking against the imposition of any future taxation (such undertakings are usually given for 20 years in the first
instance);

•

may register by way of continuation in another jurisdiction and be deregistered in the Cayman Islands;

•

may register as a limited duration company; and

•

may register as a segregated portfolio company.

“Limited liability” means that the liability of each shareholder is limited to the amount unpaid by the shareholder on the shares of the company
(except in exceptional circumstances, such as involving fraud, the establishment of an agency relationship or an illegal or improper purpose or other
circumstances in which a court may be prepared to pierce or lift the corporate veil).
Differences in Corporate Law
The Companies Law is derived, to a large extent, from the older Companies Acts of England but does not follow recent English statutory
enactments and accordingly there are significant differences between the Companies Law and the current Companies Act of England. In addition, the
Companies Law differs from laws applicable to U.S. corporations and their shareholders. Set forth below is a summary of certain significant differences
between the provisions of the Companies Law applicable to us and the laws applicable to companies incorporated in the United States and their
shareholders.
Mergers and Similar Arrangements. The Companies Law permits mergers and consolidations between Cayman Islands companies and between
Cayman Islands companies and non-Cayman Islands companies. For these purposes, (i) “merger” means the merging of two or more constituent
companies and the vesting of their undertaking, property and liabilities in one of such companies as the surviving company, and (ii) a “consolidation”
means the combination of two or more constituent companies into a consolidated company and the vesting of the undertaking, property and liabilities of
such companies to the consolidated company. In order to effect such a merger or consolidation, the directors of each constituent company must approve
a written plan of merger or consolidation, which must then be authorized by (a) a special resolution of the shareholders of each constituent company, and
(b) such other authorization, if any, as may be specified in such constituent company’s articles of association. The plan must be filed with the Registrar
of Companies of the Cayman Islands together with a declaration as to the solvency of the consolidated or surviving company, a list of the assets and
liabilities of each constituent company and an undertaking that a copy of the certificate of merger or consolidation will be given to the members and
creditors of each constituent company and that notification of the merger or consolidation will be published in the Cayman Islands Gazette. Court
approval is not required for a merger or consolidation which is effected in compliance with these statutory procedures.
A merger between a Cayman parent company and its Cayman subsidiary or subsidiaries does not require authorization by a resolution of
shareholders of that Cayman subsidiary if a copy of the plan of merger is given to every member of that Cayman subsidiary to be merged unless that
member agrees otherwise. For this purpose a company is a “parent” of a subsidiary if it holds issued shares that together represent at least ninety percent
(90%) of the votes at a general meeting of the subsidiary.
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The consent of each holder of a fixed or floating security interest over a constituent company is required unless this requirement is waived by a
court in the Cayman Islands.
Save in certain limited circumstances, a shareholder of a Cayman constituent company who dissents from the merger or consolidation is entitled to
payment of the fair value of his shares (which, if not agreed between the parties, will be determined by the Cayman Islands court) upon dissenting to the
merger or consolidation, provide the dissenting shareholder complies strictly with the procedures set out in the Companies Law. The exercise of
dissenter rights will preclude the exercise by the dissenting shareholder of any other rights to which he or she might otherwise be entitled by virtue of
holding shares, save for the right to seek relief on the grounds that the merger or consolidation is void or unlawful.
Separate from the statutory provisions relating to mergers and consolidations, the Companies Law also contains statutory provisions that facilitate
the reconstruction and amalgamation of companies by way of schemes of arrangement, provided that the arrangement is approved by a majority in
number of each class of shareholders and creditors with whom the arrangement is to be made, and who must in addition represent three-fourths in value
of each such class of shareholders or creditors, as the case may be, that are present and voting either in person or by proxy at a meeting, or meetings,
convened for that purpose. The convening of the meetings and subsequently the arrangement must be sanctioned by the Grand Court of the Cayman
Islands. While a dissenting shareholder has the right to express to the court the view that the transaction ought not to be approved, the court can be
expected to approve the arrangement if it determines that:
•

the statutory provisions as to the required majority vote have been met;

•

the shareholders have been fairly represented at the meeting in question and the statutory majority are acting bona fide without coercion of
the minority to promote interests adverse to those of the class;

•

the arrangement is such that may be reasonably approved by an intelligent and honest man of that class acting in respect of his interest; and

•

the arrangement is not one that would more properly be sanctioned under some other provision of the Companies Law.

The Companies Law also contains a statutory power of compulsory acquisition which may facilitate the “squeeze out” of dissentient minority
shareholder upon a tender offer. When a tender offer is made and accepted by holders of 90% of the shares affected within four months, the offeror may,
within a two-month period commencing on the expiration of such four month period, require the holders of the remaining shares to transfer such shares
to the offeror on the terms of the offer. An objection can be made to the Grand Court of the Cayman Islands but this is unlikely to succeed in the case of
an offer which has been so approved unless there is evidence of fraud, bad faith or collusion.
If an arrangement and reconstruction by way of scheme of arrangement is thus approved and sanctioned, or if a tender offer is made and accepted
in accordance with the foregoing statutory procedures, a dissenting shareholder would have no rights comparable to appraisal rights, which would
otherwise ordinarily be available to dissenting shareholders of Delaware corporations, providing rights to receive payment in cash for the judicially
determined value of the shares.
Shareholders’ Suits. In principle, we will normally be the proper plaintiff to sue for a wrong done to us as a company, and as a general rule a
derivative action may not be brought by a minority shareholder. However, based on English authorities, which would in all likelihood be of persuasive
authority in the Cayman Islands, the Cayman Islands court can be expected to follow and apply the common law principles (namely the rule in Foss v.
Harbottle and the exceptions thereto) so that a non-controlling shareholder may be permitted to commence a class action against or derivative actions in
the name of the company to challenge:
•

an act which is illegal or ultra vires and is therefore incapable of ratification by the shareholders;
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•

an act which requires a resolution with a qualified (or special) majority (i.e. more than a simple majority) which has not been obtained; and

•

an act which constitutes a fraud on the minority where the wrongdoer are themselves in control of the company.

Indemnification of Directors and Executive Officers and Limitation of Liability. Cayman Islands law does not limit the extent to which a
company’s memorandum and articles of association may provide for indemnification of officers and directors, except to the extent any such provision
may be held by the Cayman Islands courts to be contrary to public policy, such as to provide indemnification against civil fraud or the consequences of
committing a crime. Our post-offering memorandum and articles of association provide that that we shall indemnify our officers and directors against all
actions, proceedings, costs, charges, expenses, losses, damages or liabilities incurred or sustained by such director or officer, other than by reason of
such person’s own dishonesty, wilful default or fraud, in or about the conduct of our company’s business or affairs (including as a result of any mistake
of judgment) or in the execution or discharge of his duties, powers, authorities or discretions, including, without prejudice to the generality of the
foregoing, any costs, expenses, losses or liabilities incurred by such director or officer in defending (whether successfully or otherwise) any civil
proceedings concerning our company or its affairs in any court whether in the Cayman Islands or elsewhere. This standard of conduct is generally the
same as permitted under the Delaware General Corporation Law for a Delaware corporation.
In addition, we have entered into indemnification agreements with our directors and executive officers that provide such persons with additional
indemnification beyond that provided in our post-offering memorandum and articles of association.
Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers or persons controlling us under
the foregoing provisions, we have been informed that in the opinion of the SEC, such indemnification is against public policy as expressed in the
Securities Act and is therefore unenforceable.
Directors’ Fiduciary Duties. Under Delaware corporate law, a director of a Delaware corporation has a fiduciary duty to the corporation and its
shareholders. This duty has two components: the duty of care and the duty of loyalty. The duty of care requires that a director act in good faith, with the
care that an ordinarily prudent person would exercise under similar circumstances. Under this duty, a director must inform himself of, and disclose to
shareholders, all material information reasonably available regarding a significant transaction. The duty of loyalty requires that a director acts in a
manner he reasonably believes to be in the best interests of the corporation. He must not use his corporate position for personal gain or advantage. This
duty prohibits self-dealing by a director and mandates that the best interest of the corporation and its shareholders take precedence over any interest
possessed by a director, officer or controlling shareholder and not shared by the shareholders generally. In general, actions of a director are presumed to
have been made on an informed basis, in good faith and in the honest belief that the action taken was in the best interests of the corporation. However,
this presumption may be rebutted by evidence of a breach of one of the fiduciary duties. Should such evidence be presented concerning a transaction by
a director, the director must prove the procedural fairness of the transaction, and that the transaction was of fair value to the corporation.
As a matter of Cayman Islands law, a director of a Cayman Islands company is in the position of a fiduciary with respect to the company and
therefore it is considered that he owes the following duties to the company—a duty to act bona fide in the best interests of the company, a duty not to
make a personal profit based on his position as director (unless the company permits him to do so), a duty not to put himself in a position where the
interests of the company conflict with his personal interest or his duty to a third party, and a duty to exercise powers for the purpose for which such
powers were intended. A director of a Cayman Islands company owes to the company a duty to act with skill and care. It was previously considered that
a director need not exhibit in the
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performance of his duties a greater degree of skill than may reasonably be expected from a person of his knowledge and experience. However, English
and Commonwealth courts have moved towards an objective standard with regard to the required skill and care and these authorities are likely to be
followed in the Cayman Islands.
Shareholder Action by Written Consent. Under the Delaware General Corporation Law, a corporation may eliminate the right of shareholders to
act by written consent by amendment to its certificate of incorporation. Cayman Islands law and our post-offering memorandum and articles of
association provide that our shareholders may approve corporate matters by way of a unanimous written resolution signed by or on behalf of each
shareholder who would have been entitled to vote on such matter at a general meeting without a meeting being held.
Shareholder Proposals. Under the Delaware General Corporation Law, a shareholder has the right to put any proposal before the annual meeting
of shareholders; provided it complies with the notice provisions in the governing documents. A special meeting may be called by the board of directors
or any other person authorized to do so in the governing documents, but shareholders may be precluded from calling special meetings.
The Companies Law provides shareholders with only limited rights to requisition a general meeting, and does not provide shareholders with any
right to put any proposal before a general meeting. However, these rights may be provided in a company’s articles of association. Our post-offering
memorandum and articles of association allow any one or more of our shareholders holding shares which carry in aggregate not less than one-third of all
votes attaching to all issued and outstanding shares of our company as at the date of the deposit entitled to vote at general meetings to requisition an
extraordinary general meeting of our shareholders, in which case our board is obliged to convene an extraordinary general meeting and to put the
resolutions so requisitioned to a vote at such meeting. Other than this right to requisition a shareholders’ meeting, our post-offering memorandum and
articles of association do not provide our shareholders with any other right to put proposals before annual general meetings or extraordinary general
meetings. As an exempted Cayman Islands company, we are not obliged by law to call shareholders’ annual general meetings.
Cumulative Voting. Under the Delaware General Corporation Law, cumulative voting for elections of directors is not permitted unless the
corporation’s certificate of incorporation specifically provides for it. Cumulative voting potentially facilitates the representation of minority shareholders
on a board of directors since it permits the minority shareholder to cast all the votes to which the shareholder is entitled on a single director, which
increases the shareholder’s voting power with respect to electing such director. There are no prohibitions in relation to cumulative voting under the laws
of the Cayman Islands but our post-offering memorandum and articles of association do not provide for cumulative voting. As a result, our shareholders
are not afforded any less protections or rights on this issue than shareholders of a Delaware corporation.
Removal of Directors. Under the Delaware General Corporation Law, a director of a corporation with a classified board may be removed only for
cause with the approval of a majority of the outstanding shares entitled to vote, unless the certificate of incorporation provides otherwise. Under our
post-offering memorandum and articles of association, directors may be removed by an ordinary resolution of our shareholders. A director’s office shall
be vacated if he (i) becomes bankrupt or makes any arrangement or composition with his creditors; (ii) dies or is found to be or becomes of unsound
mind; (iii) resigns his office by notice in writing; (iv) without special leave of absence from our board, is absent from meetings of our board for three
consecutive meetings and our board resolves that his office be vacated; or (v) is removed from office pursuant to any other provision of our articles of
association.
Transactions with Interested Shareholders. The Delaware General Corporation Law contains a business combination statute applicable to
Delaware corporations whereby, unless the corporation has specifically elected not to be governed by such statute by amendment to its certificate of
incorporation, it is prohibited from engaging in certain business combinations with an “interested shareholder” for three years following the date that
such
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person becomes an interested shareholder. An interested shareholder generally is a person or a group who or which owns or owned 15% or more of the
target’s outstanding voting share within the past three years. This has the effect of limiting the ability of a potential acquirer to make a two-tiered bid for
the target in which all shareholders would not be treated equally. The statute does not apply if, among other things, prior to the date on which such
shareholder becomes an interested shareholder, the board of directors approves either the business combination or the transaction which resulted in the
person becoming an interested shareholder. This encourages any potential acquirer of a Delaware corporation to negotiate the terms of any acquisition
transaction with the target’s board of directors.
Cayman Islands law has no comparable statute. As a result, we cannot avail ourselves of the types of protections afforded by the Delaware
business combination statute. However, although Cayman Islands law does not regulate transactions between a company and its significant shareholders,
it does provide that such transactions must be entered into bona fide in the best interests of the company and not with the effect of constituting a fraud on
the minority shareholders.
Dissolution; Winding up. Under the Delaware General Corporation Law, unless the board of directors approves the proposal to dissolve,
dissolution must be approved by shareholders holding 100% of the total voting power of the corporation. Only if the dissolution is initiated by the board
of directors may it be approved by a simple majority of the corporation’s outstanding shares. Delaware law allows a Delaware corporation to include in
its certificate of incorporation a supermajority voting requirement in connection with dissolutions initiated by the board.
Under Cayman Islands law, a company may be wound up by either an order of the courts of the Cayman Islands or by a special resolution of its
members or, if the company is unable to pay its debts as they fall due, by an ordinary resolution of its members. The court has authority to order winding
up in a number of specified circumstances including where it is, in the opinion of the court, just and equitable to do so.
Variation of Rights of Shares. Under the Delaware General Corporation Law, a corporation may vary the rights of a class of shares with the
approval of a majority of the outstanding shares of such class, unless the certificate of incorporation provides otherwise. Under our post-offering
memorandum and articles of association, if our share capital is divided into more than one class of shares, the rights attached to any such class may,
subject to any rights or restrictions for the time being attached to any class, only be materially adversely varied with the consent in writing of the holders
of two-thirds of all the issued shares of that class or with the sanction of an ordinary resolution passed at a separate meeting of the holders of the shares
of that class. The rights conferred upon the holders of the shares of any class issued with preferred or other rights shall not, subject to any rights or
restrictions for the time being attached to the shares of that class, be deemed to be materially adversely varied by the creation, allotment or issue of
further shares ranking pari passu with or subsequent to them or the redemption or purchase of any shares of any class by our company. The rights of the
holders of shares shall not be deemed to be materially adversely varied by the creation or issue of shares with preferred or other rights including, without
limitation, the creation of shares with enhanced or weighted voting rights.
Amendment of Governing Documents. Under the Delaware General Corporation Law, a corporation’s governing documents may be amended with
the approval of a majority of the outstanding shares entitled to vote, unless the certificate of incorporation provides otherwise. Under the Companies
Law and our post-offering memorandum and articles of association, our memorandum and articles of association may only be amended by a special
resolution of our shareholders.
Rights of Non-resident or Foreign Shareholders. There are no limitations imposed by our post-offering memorandum and articles of association
on the rights of non-resident or foreign shareholders to hold or exercise voting rights on our shares. In addition, there are no provisions in our postoffering memorandum and articles of association governing the ownership threshold above which shareholder ownership must be disclosed.
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History of Securities Issuances
The following is a summary of our securities issuances in the past three years.
Share Split
In May 2019, we effected a 20-for-1 share split whereby each of our issued and unissued share with a par value of US$0.001 each was sub-divided
into 20 shares with a par value of US$0.00005 each, such that our authorized share capital became US$50,000 divided into 971,000,000 ordinary shares
of a par value of US$0.00005 each and 29,000,000 series A preferred shares with a par value of US$0.00005 each. The share split has been retroactively
reflected for all periods presented in this prospectus.
Ordinary Shares
On September 22, 2016, we entered into a share purchase agreement with Wealth Plus Investments Limited and Shenzhen Hainei Lirong
Technology Investment Fund Partnership to issue 4,251,300 ordinary shares to each of them and for a consideration of approximately US$5.0 million
each. The consideration was received in September 2016, and the shares were issued on March 2, 2017.
On June 19, 2017 and March 22, 2018 we issued 4,315,080 and 31,665,280 shares to Fairy Mind Limited. These ordinary shares were held for the
benefit of the employees who were to be awarded under future equity incentive plans. All these shares were forfeited and cancelled on December 31,
2018.
On August 28, 2018, we issued 27,758,780 ordinary shares to Haitong Global Investment SPC III (acting on behalf and for the account of Haitong
Momentum Investment Fund I S.P.) upon the automatic conversion of our convertible bonds it held.
On August 28, 2018, we issued 7,245,440 ordinary shares to Haitong Global Investment SPC III (acting on behalf and for the account of HaitongHarvest Global Technology Fund S.P.) upon the automatic conversion of our convertible bonds it held.
Convertible Bonds
On April 21, 2017 and May 31, 2017, we issued convertible bonds with face value of US$55.0 million and US$15.0 million respectively to
Haitong Momentum Investment Fund I S.P. and Haitong-Harvest Global Technology Fund S.P. The bonds were converted into our ordinary shares on
August 28, 2018.
Warrants
On November 6, 2018, we issued warrants to Innoven Capital China Pte. Ltd., a third-party investor, pursuant to which the investor has the right
to subscribe, up to RMB5.0 million worth of equity securities of our company, to be issued in our equity financing prior to our initial public offering, at
an exercise price equal to the per share issuance price of the equity securities in the relevant round of equity financing. The warrants will expire upon the
earlier of (i) the fifth anniversary of the date of issuance, which is November 6, 2023, and (ii) the date when we submit the application for an initial
public offering. If the warrants expire because we submit the application for the initial public offering prior to November 6, 2023, or we have not done
any equity financing prior to November 6, 2023, we will be obligated to pay to the investor 25% of the exercise price of the outstanding warrants.
Grants of Options
We have granted options to purchase our ordinary shares to certain of our directors, executive officers and employees. See “Management—
Amended and Restated 2018 Stock Option Scheme.”
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Shareholders Agreement
We entered into our third amended and restated shareholders agreement on April 21, 2017 with our shareholders, which consist of holders of
ordinary shares and preferred shares. The shareholders agreement provides for certain shareholders’ rights, including information and inspection rights,
right of participation, right of first refusal and co-sale rights, and contains provisions governing our board of directors and other corporate governance
matters. The special rights, as well as the corporate governance provisions, will automatically terminate upon the completion of this offering.
Registration Rights
We have granted certain registration rights to our shareholders. Set forth below is a description of the registration rights granted under the
shareholders agreement.
Demand Registration Rights. At any time after the earlier of (i) January 1, 2017, or (ii) the date that is 12 months after the closing of this offering,
holders of at least 50% of the registrable securities (including preferred shares and ordinary shares issued upon conversion of preferred shares) then
outstanding have the right to demand that we file a registration statement of all registrable securities that the holders request to be registered and
included in such registration by written notice. At least 20% (or any lesser percentage in certain situations) of the registrable securities requested by the
holders to be included in the underwriting and registration shall be so included. We have the right to defer filing of a registration statement for a period
of not more than 60 days for registration on Form F-3 (90 days for registration other than on Form F-3) after the receipt of the request of the initiating
holders if we furnish to the holders requesting registration a certificate signed by our president or chief executive officer stating that in the good faith
judgment of our board of directors, it would be materially detrimental to us and our shareholders for such registration statement to be filed at such time.
However, we cannot exercise the deferral right more than once in any twelve-month period. We are obligated to effect no more than two demand
registrations, other than demand registration to be effected pursuant to registration statement on Form F-3, for which an unlimited number of demand
registrations shall be permitted so long as certain condition is met.
Piggyback Registration Rights. If we propose to register for our own account any of our equity securities, or for the account of any holder (other
than certain holders) of equity securities any of such holder’s equity securities, in connection with public offering of such securities (except for exempt
transactions), we shall promptly give each holder written notice of such registration and, upon the written request of any holder given within 15 days
after delivery of such notice, we shall use our best efforts to include in such registration any registrable securities thereby requested to be registered by
such holder. If a holder decides not to include all or any of its registrable securities in such registration by us, such holder shall nevertheless continue to
have the right to include any registrable securities in any subsequent registration statement or registration statements as may be filed by us.
Expenses of Registration. We will bear all registration expenses, other than underwriting discounts and selling commissions applicable to the sale
of registrable securities pursuant to the registration rights.
Termination of Registration Rights. Our shareholders’ registration rights will terminate on the earlier of (i) the date that is five years after the date
of closing of this offering, or (ii) with respect to any holder, the date on which such holder may sell all of such holder’s registrable securities under Rule
144 of the Securities Act in any 90-day period.
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DESCRIPTION OF AMERICAN DEPOSITARY SHARES
[American Depositary Receipts
, as depositary will issue the ADSs which you will be entitled to receive in this offering. Each ADS will represent an ownership interest in
Class A ordinary shares which we will deposit with the custodian, as agent of the depositary, under the deposit agreement among ourselves, the
depositary and yourself as an ADR holder. In the future, each ADS will also represent any securities, cash or other property deposited with the
depositary but which they have not distributed directly to you. Unless specifically requested by you, all ADSs will be issued on the books of our
depositary in book-entry form and periodic statements will be mailed to you which reflect your ownership interest in such ADSs. In our description,
references to American depositary receipts or ADRs shall include the statements you will receive which reflect your ownership of ADSs.
The depositary’s office is located at

.

You may hold ADSs either directly or indirectly through your broker or other financial institution. If you hold ADSs directly, by having an ADS
registered in your name on the books of the depositary, you are an ADR holder. This description assumes you hold your ADSs directly. If you hold the
ADSs through your broker or financial institution nominee, you must rely on the procedures of such broker or financial institution to assert the rights of
an ADR holder described in this section. You should consult with your broker or financial institution to find out what those procedures are.
As an ADR holder, we will not treat you as a shareholder of ours and you will not have any shareholder rights. Cayman Islands law governs
shareholder rights. Because the depositary or its nominee will be the shareholder of record for the shares represented by all outstanding ADSs,
shareholder rights rest with such record holder. Your rights are those of an ADR holder. Such rights derive from the terms of the deposit agreement to be
entered into among us, the depositary and all registered holders from time to time of ADSs issued under the deposit agreement. The obligations of the
depositary and its agents are also set out in the deposit agreement. Because the depositary or its nominee will actually be the registered owner of the
shares, you must rely on it to exercise the rights of a shareholder on your behalf. The deposit agreement and the ADSs are governed by New York law.
The following is a summary of what we believe to be the material terms of the deposit agreement. Notwithstanding this, because it is a summary,
it may not contain all the information that you may otherwise deem important. For more complete information, you should read the entire deposit
agreement and the form of ADR which contains the terms of your ADSs. You can read a copy of the deposit agreement which is filed as an exhibit to the
registration statement of which this prospectus forms a part. You may also obtain a copy of the deposit agreement at the SEC’s Public Reference Room
which is located at 100 F Street, NE, Washington, DC 20549. You may obtain information on the operation of the Public Reference Room by calling the
SEC at 1-800-732-0330. You may also find the registration statement and the attached deposit agreement on the SEC’s website at http://www.sec.gov.
Share Dividends and Other Distributions
How will I receive dividends and other distributions on the shares underlying my ADSs?
We may make various types of distributions with respect to our securities. The depositary has agreed that, to the extent practicable, it will pay to
you the cash dividends or other distributions it or the custodian receives on shares or other deposited securities, after converting any cash received into
U.S. dollars and, in all cases, making any necessary deductions provided for in the deposit agreement. You will receive these distributions in proportion
to the number of underlying securities that your ADSs represent.
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Except as stated below, the depositary will deliver such distributions to ADR holders in proportion to their interests in the following manner:
•

Cash. The depositary will distribute any U.S. dollars available to it resulting from a cash dividend or other cash distribution or the net
proceeds of sales of any other distribution or portion thereof (to the extent applicable), on an averaged or other practicable basis, subject to
(i) appropriate adjustments for taxes withheld, (ii) such distribution being impermissible or impracticable with respect to certain registered
ADR holders, and (iii) deduction of the depositary’s expenses in (1) converting any foreign currency to U.S. dollars to the extent that it
determines that such conversion may be made on a reasonable basis, (2) transferring foreign currency or U.S. dollars to the United States
by such means as the depositary may determine to the extent that it determines that such transfer may be made on a reasonable basis,
(3) obtaining any approval or license of any governmental authority required for such conversion or transfer, which is obtainable at a
reasonable cost and within a reasonable time and (4) making any sale by public or private means in any commercially reasonable manner.
The depositary will hold any cash amounts it is unable to distribute in a non-interest-bearing account for the benefit of the applicable
holders and beneficial owners of ADSs until the distribution can be effected or the funds that the depositary holds must be escheated as
unclaimed property in accordance with the laws of the relevant states of the United States. If exchange rates fluctuate during a time when
the depositary cannot convert a foreign currency, you may lose some or all of the value of the distribution.

•

Shares. In the case of a distribution in shares, the depositary will issue additional ADRs to evidence the number of ADSs representing such
shares. Only whole ADSs will be issued. Any shares which would result in fractional ADSs will be sold and the net proceeds will be
distributed in the same manner as cash to the ADR holders entitled thereto.

•

Rights to Receive Additional Shares. In the case of a distribution of rights to subscribe for additional shares or other rights, if we provide
evidence satisfactory to the depositary that it may lawfully distribute such rights, the depositary will distribute warrants or other
instruments in the discretion of the depositary representing such rights. However, if we do not furnish such evidence, the depositary may:
•

sell such rights if practicable and distribute the net proceeds in the same manner as cash to the ADR holders entitled thereto; or

•

if it is not practicable to sell such rights, do nothing and allow such rights to lapse, in which case ADR holders will receive nothing.

We have no obligation to file a registration statement under the Securities Act in order to make any rights available to ADR holders.
•

Other Distributions. In the case of a distribution of securities or property other than those described above, the depositary may either
(i) distribute such securities or property in any manner it deems equitable and practicable or (ii) to the extent the depositary deems
distribution of such securities or property not to be equitable and practicable, sell such securities or property and distribute any net
proceeds in the same way it distributes cash.

If the depositary determines that any distribution described above is not practicable with respect to any specific registered ADR holder, the
depositary may choose any method of distribution that it deems practicable for such ADR holder, including the distribution of foreign currency,
securities or property, or it may retain such items, without paying interest on or investing them, on behalf of the ADR holder as deposited securities, in
which case the ADSs will also represent the retained items.
Any U.S. dollars will be distributed by checks drawn on a bank in the United States for whole dollars and cents. Fractional cents will be withheld
without liability and dealt with by the depositary in accordance with its then current practices.
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The depositary is not responsible if it decides that it is unlawful or impractical to make a distribution available to any ADR holders.
There can be no assurance that the depositary will be able to convert any currency at a specified exchange rate or sell any property, rights, shares
or other securities at a specified price, nor that any of such transactions can be completed within a specified time period.
Deposit, Withdrawal and Cancellation
How does the depositary issue ADSs?
The depositary will issue ADSs if you or your broker deposit shares or evidence of rights to receive shares with the custodian and pay the fees and
expenses owing to the depositary in connection with such issuance. In the case of the ADSs to be issued under this prospectus, we will arrange with the
underwriters named herein to deposit such shares.
Shares deposited in the future with the custodian must be accompanied by certain delivery documentation and shall, at the time of such deposit, be
registered in the name of
, as depositary for the benefit of holders of ADRs or in such other name as the depositary shall direct.
The custodian will hold all deposited shares (including those being deposited by or on our behalf in connection with the offering to which this
prospectus relates) for the account of the depositary. ADR holders thus have no direct ownership interest in the shares and only have such rights as are
contained in the deposit agreement. The custodian will also hold any additional securities, property and cash received on or in substitution for the
deposited shares. The deposited shares and any such additional items are referred to as “deposited securities.” Upon each deposit of shares, receipt of
related delivery documentation and compliance with the other provisions of the deposit agreement, including the payment of the fees and charges of the
depositary and any taxes or other fees or charges owing, the depositary will issue an ADR or ADRs in the name or upon the order of the person entitled
thereto evidencing the number of ADSs to which such person is entitled. All of the ADSs issued will, unless specifically requested to the contrary, be
part of the depositary’s direct registration system, and a registered holder will receive periodic statements from the depositary which will show the
number of ADSs registered in such holder’s name. An ADR holder can request that the ADSs not be held through the depositary’s direct registration
system and that a certificated ADR be issued.
How do ADR holders cancel an ADS and obtain deposited securities?
When you turn in your ADR certificate at the depositary’s office, or when you provide proper instructions and documentation in the case of direct
registration ADSs, the depositary will, upon payment of certain applicable fees, charges and taxes, deliver the underlying shares to you or upon your
written order. At your risk, expense and request, the depositary may deliver deposited securities at such other place as you may request.
The depositary may only restrict the withdrawal of deposited securities in connection with:
•

temporary delays caused by closing our transfer books or those of the depositary or the deposit of shares in connection with voting at a
shareholders’ meeting, or the payment of dividends;

•

the payment of fees, taxes and similar charges; or

•

compliance with any U.S. or foreign laws or governmental regulations relating to the ADRs or to the withdrawal of deposited securities.

This right of withdrawal may not be limited by any other provision of the deposit agreement.
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Record Dates
The depositary may, after consultation with us if practicable, fix record dates for the determination of the registered ADR holders who will be
entitled (or obligated, as the case may be):
•

to receive any distribution on or in respect of shares,

•

to give instructions for the exercise of voting rights at a meeting of holders of shares,

•

to pay the fee assessed by the depositary for administration of the ADR program and for any expenses as provided for in the ADR, or

•

to receive any notice or to act in respect of other matters all subject to the provisions of the deposit agreement.

Voting Rights
How do I vote?
If you are an ADR holder and the depositary asks you to provide it with voting instructions, you may instruct the depositary how to exercise the
voting rights for the shares which underlie your ADSs. As soon as practicable after receiving notice of any meeting or solicitation of consents or proxies
from us, the depositary will distribute to the registered ADR holders a notice stating such information as is contained in the voting materials received by
the depositary and describing how you may instruct the depositary to exercise the voting rights for the shares which underlie your ADSs. For
instructions to be valid, the depositary must receive them in the manner and on or before the date specified. No voting instructions may be deemed given
to the depositary to give a discretionary proxy to a person designated by us if no instructions are received by the depositary from you on or before the
response date established by the depositary. The depositary will try, as far as is practical, subject to the provisions of and governing the underlying
shares or other deposited securities, to vote or to have its agents vote the shares or other deposited securities as you instruct. The depositary will only
vote or attempt to vote as you instruct. The depositary will not itself exercise any voting discretion. Furthermore, neither the depositary nor its agents are
responsible for any failure to carry out any voting instructions, for the manner in which any vote is cast or for the effect of any vote. Notwithstanding
anything contained in the deposit agreement or any ADR, the depositary may, to the extent not prohibited by law or regulations, or by the requirements
of the stock exchange on which the ADSs are listed, in lieu of distribution of the materials provided to the depositary in connection with any meeting of,
or solicitation of consents or proxies from, holders of deposited securities, distribute to the registered holders of ADRs a notice that provides such
holders with, or otherwise publicizes to such holders, instructions on how to retrieve such materials or receive such materials upon request (i.e., by
reference to a website containing the materials for retrieval or a contact for requesting copies of the materials).
Under our constituent documents the depositary would be able to provide us with voting instructions without having to personally attend meetings
in person by means of it delivery in instrument of proxy. Such voting instructions may be provided to us by means of a depository delivering an
instrument of proxy via facsimile, email, mail, courier or other recognized form of delivery and we agree to accept any such delivery so long as it is
timely received prior to the meeting. We will endeavor to provide the depositary with written notice of each meeting of shareholders promptly after
determining the date of such meeting so as to enable it to solicit and receive voting instructions. In general, the depositary will require that voting
instructions be received by the depositary no less than five business days prior to the date of each meeting of shareholders. Under the post-offering
amended and restated memorandum and articles of association that we expect to adopt, the minimum notice period required to convene a general
meeting is seven days. The depositary may not have sufficient time to solicit voting instructions, and it is possible that you, or persons who hold their
ADSs through brokers, dealers or other third parties, will not have the opportunity to exercise a right to vote.
Notwithstanding the above, we have advised the depositary that under the Cayman Islands law and our constituent documents, each as in effect as
of the date of the deposit agreement, voting at any meeting of
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shareholders is by show of hands unless a poll is (before or on the declaration of the results of the show of hands) demanded. In the event that voting on
any resolution or matter is conducted on a show of hands basis in accordance with our constituent documents, the depositary will refrain from voting
and the voting instructions (or the deemed voting instructions, as set out above) received by the depositary from holders shall lapse. The depositary will
not demand a poll or join in demanding a poll, whether or not requested to do so by holders of ADSs.
There is no guarantee that you will receive voting materials in time to instruct the depositary to vote and it is possible that you, or persons who
hold their ADSs through brokers, dealers or other third parties, will not have the opportunity to exercise a right to vote.
Reports and Other Communications
Will ADR holders be able to view our reports?
The depositary will make available for inspection by ADR holders at the offices of the depositary and the custodian the deposit agreement, the
provisions of or governing deposited securities, and any written communications from us which are both received by the custodian or its nominee as a
holder of deposited securities and made generally available to the holders of deposited securities.
Additionally, if we make any written communications generally available to holders of our shares, and we furnish copies thereof (or English
translations or summaries) to the depositary, it will distribute the same to registered ADR holders.
Fees and Expenses
What fees and expenses will I be responsible for paying?
The depositary may charge each person to whom ADSs are issued, including, without limitation, issuances against deposits of shares, issuances in
respect of share distributions, rights and other distributions, issuances pursuant to a stock dividend or stock split declared by us or issuances pursuant to
a merger, exchange of securities or any other transaction or event affecting the ADSs or deposited securities, and each person surrendering ADSs for
withdrawal of deposited securities or whose ADRs are canceled or reduced for any other reason, US$5.00 for each 100 ADSs (or any portion thereof)
issued, delivered, reduced, canceled or surrendered, as the case may be. The depositary may sell (by public or private sale) sufficient securities and
property received in respect of a share distribution, rights and/or other distribution prior to such deposit to pay such charge.
The following additional charges shall be incurred by the ADR holders, by any party depositing or withdrawing shares or by any party
surrendering ADSs or to whom ADSs are issued (including, without limitation, issuance pursuant to a stock dividend or stock split declared by us or an
exchange of stock regarding the ADRs or the deposited securities or a distribution of ADSs), whichever is applicable:
•

a fee of US$

per ADR or ADRs for transfers of certificated or direct registration ADRs;

•

a fee of up to US$

•

a fee of up to US$
per ADS per calendar year (or portion thereof) for services performed by the depositary in administering the
ADRs (which fee may be charged on a periodic basis during each calendar year and shall be assessed against holders of ADRs as of the
record date or record dates set by the depositary during each calendar year and shall be payable in the manner described in the next
succeeding provision);

•

reimbursement of such fees, charges and expenses as are incurred by the depositary and/or any of the depositary’s agents (including,
without limitation, the custodian and expenses incurred on behalf of

per ADS for any cash distribution made pursuant to the deposit agreement;
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holders in connection with compliance with foreign exchange control regulations or any law or regulation relating to foreign investment)
in connection with the servicing of the shares or other deposited securities, the delivery of deposited securities or otherwise in connection
with the depositary’s or its custodian’s compliance with applicable law, rule or regulation (which charge shall be assessed on a
proportionate basis against holders as of the record date or dates set by the depositary and shall be payable at the sole discretion of the
depositary by billing such holders or by deducting such charge from one or more cash dividends or other cash distributions);
•

a fee for the distribution of securities (or the sale of securities in connection with a distribution), such fee being in an amount equal to the
fee for the execution and delivery of ADSs which would have been charged as a result of the deposit of such securities (treating all such
securities as if they were shares and there would be a fee of five cents per ADS outstanding);

•

stock transfer or other taxes and other governmental charges;

•

cable, telex and facsimile transmission and delivery charges incurred at your request in connection with the deposit or delivery of shares;

•

transfer or registration fees for the registration of transfer of deposited securities on any applicable register in connection with the deposit
or withdrawal of deposited securities; and

•

expenses of the depositary in connection with the conversion of foreign currency into U.S. dollars.

We will pay all other charges and expenses of the depositary and any agent of the depositary (except the custodian) pursuant to agreements from
time to time between us and the depositary. The charges described above may be amended from time to time by agreement between us and the
depositary.
Our depositary has agreed to reimburse us for certain expenses we incur that are related to establishment and maintenance of the ADR program,
including investor relations expenses and exchange application and listing fees. Neither the depositary nor we can determine the exact amount to be
made available to us because (i) the number of ADSs that will be issued and outstanding, (ii) the level of fees to be charged to holders of ADSs and
(iii) our reimbursable expenses related to the ADR program are not known at this time. The depositary collects its fees for issuance and cancellation of
ADSs directly from investors depositing shares or surrendering ADSs for the purpose of withdrawal or from intermediaries acting for them. The
depositary collects fees for making distributions to investors by deducting those fees from the amounts distributed or by selling a portion of distributable
property to pay the fees. The depositary may collect its annual fee for depositary services by deduction from cash distributions, or by directly billing
investors, or by charging the book-entry system accounts of participants acting for them. The depositary will generally set off the amounts owing from
distributions made to holders of ADSs. If, however, no distribution exists and payment owing is not timely received by the depositary, the depositary
may refuse to provide any further services to holders that have not paid those fees and expenses owing until such fees and expenses have been paid. At
the discretion of the depositary, all fees and charges owing under the deposit agreement are due in advance and/or when declared owing by the
depositary.
Payment of Taxes
ADR holders must pay any tax or other governmental charge payable by the custodian or the depositary on any ADS or ADR, deposited security
or distribution. If an ADR holder owes any tax or other governmental charge, the depositary may (i) deduct the amount thereof from any cash
distributions, or (ii) sell deposited securities (by public or private sale) and deduct the amount owing from the net proceeds of such sale. In either case
the ADR holder remains liable for any shortfall. Additionally, if any taxes or other governmental charges (including any penalties and/or interest) shall
become payable by or on behalf of the custodian or the depositary with respect to any ADR, any deposited securities represented by the ADSs evidenced
thereby or any distribution thereon, including, without limitation, any Chinese Enterprise Income Tax owing if the Circular Guoshuifa [2009] No. 82
issued by the Chinese State Administration of Taxation or any other circular, edict, order or ruling,
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as issued and as from time to time amended, is applied or otherwise, such tax or other governmental charge shall be paid by the holder thereof to the
depositary. and by holding or having held an ADR the holder and all prior holders thereof, jointly and severally, agree to indemnify, defend and save
harmless each of the depositary and its agents in respect thereof. If any tax or governmental charge is unpaid, the depositary may also refuse to effect
any registration, registration of transfer, split-up or combination of deposited securities or withdrawal of deposited securities until such payment is made.
If any tax or governmental charge is required to be withheld on any cash distribution, the depositary may deduct the amount required to be withheld
from any cash distribution or, in the case of a non-cash distribution, sell the distributed property or securities (by public or private sale) to pay such taxes
and distribute any remaining net proceeds to the ADR holders entitled thereto.
By holding an ADR or an interest therein, you will be agreeing to indemnify us, the depositary, its custodian and any of our or their respective
directors, employees, agents and affiliates against, and hold each of them harmless from, any claims by any governmental authority with respect to
taxes, additions to tax, penalties or interest arising out of any refund of taxes, reduced rate of withholding at source or other tax benefit obtained.
Reclassifications, Recapitalizations and Mergers
If we take certain actions that affect the deposited securities, including (i) any change in par value, split-up, consolidation, cancellation or other
reclassification of deposited securities or (ii) any distributions not made to holders of ADRs or (iii) any recapitalization, reorganization, merger,
consolidation, liquidation, receivership, bankruptcy or sale of all or substantially all of our assets, then the depositary may choose to:
•

amend the form of ADR;

•

distribute additional or amended ADRs;

•

distribute cash, securities or other property it has received in connection with such actions;

•

sell any securities or property received and distribute the proceeds as cash; or

•

none of the above.

If the depositary does not choose any of the above options, any of the cash, securities or other property it receives will constitute part of the
deposited securities and each ADS will then represent a proportionate interest in such property.
Amendment and Termination
How may the deposit agreement be amended?
We may agree with the depositary to amend the deposit agreement and the ADSs without your consent for any reason. ADR holders must be given
at least 30 days’ notice of any amendment that imposes or increases any fees or charges (other than stock transfer or other taxes and other governmental
charges, transfer or registration fees, cable, telex or facsimile transmission costs, delivery costs or other such expenses), or otherwise prejudices any
substantial existing right of ADR holders. Such notice need not describe in detail the specific amendments effectuated thereby, but must give ADR
holders a means to access the text of such amendment. If an ADR holder continues to hold an ADR or ADRs after being so notified, such ADR holder is
deemed to agree to such amendment and to be bound by the deposit agreement as so amended. Notwithstanding the foregoing, if any governmental body
or regulatory body should adopt new laws, rules or regulations which would require amendment or supplement of the deposit agreement or the form of
ADR to ensure compliance therewith, we and the depositary may amend or supplement the deposit agreement and the ADR at any time in accordance
with such changed laws, rules or regulations, which amendment or supplement may take effect before a notice is given or within any other period of
time as required for compliance. No amendment, however, will impair your right to surrender your ADSs and receive the underlying securities, except in
order to comply with mandatory provisions of applicable law.
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How may the deposit agreement be terminated?
The depositary may, and shall at our written direction, terminate the deposit agreement and the ADRs by mailing notice of such termination to the
registered holders of ADRs at least 30 days prior to the date fixed in such notice for such termination; provided, however, if the depositary shall have
(i) resigned as depositary under the deposit agreement, notice of such termination by the depositary shall not be provided to registered holders unless a
successor depositary shall not be operating under the deposit agreement within 45 days of the date of such resignation, and (ii) been removed as
depositary under the deposit agreement, notice of such termination by the depositary shall not be provided to registered holders of ADRs unless a
successor depositary shall not be operating under the deposit agreement on the 90th day after our notice of removal was first provided to the depositary.
After termination, the depositary’s only responsibility will be (i) to deliver deposited securities to ADR holders who surrender their ADRs, and (ii) to
hold or sell distributions received on deposited securities. As soon as practicable after the expiration of six months from the termination date, the
depositary will sell the deposited securities which remain and hold the net proceeds of such sales (as long as it may lawfully do so), without liability for
interest, in trust for the ADR holders who have not yet surrendered their ADRs. After making such sale, the depositary shall have no obligations except
to account for such proceeds and other cash.
Limitations on Obligations and Liability to ADS Holders
Limits on our obligations and the obligations of the depositary; limits on liability to ADR holders and holders of ADSs
Prior to the issue, registration, registration of transfer, split-up, combination, or cancellation of any ADRs, or the delivery of any distribution in
respect thereof, and from time to time, we or the depositary or its custodian may require:
•

payment with respect thereto of (i) any stock transfer or other tax or other governmental charge, (ii) any stock transfer or registration fees
in effect for the registration of transfers of shares or other deposited securities upon any applicable register and (iii) any applicable fees and
expenses described in the deposit agreement;

•

the production of proof satisfactory to it of (i) the identity of any signatory and genuineness of any signature and (ii) such other
information, including, without limitation, information as to citizenship, residence, exchange control approval, beneficial ownership of any
securities, compliance with applicable law, regulations, provisions of or governing deposited securities and terms of the deposit agreement
and the ADRs, as it may deem necessary or proper; and

•

compliance with such regulations as the depositary may establish consistent with the deposit agreement.

The issuance of ADRs, the acceptance of deposits of shares, the registration, registration of transfer, split-up or combination of ADRs or the
withdrawal of shares may be suspended, generally or in particular instances, when the ADR register or any register for deposited securities is closed or
when any such action is deemed advisable by the depositary; provided that the ability to withdraw shares may only be limited under the following
circumstances: (i) temporary delays caused by closing transfer books of the depositary or our transfer books or the deposit of shares in connection with
voting at a shareholders’ meeting, or the payment of dividends, (ii) the payment of fees, taxes, and similar charges, and (iii) compliance with any laws or
governmental regulations relating to ADRs or to the withdrawal of deposited securities.
The deposit agreement expressly limits the obligations and liability of the depositary, ourselves and our respective agents. Neither we nor the
depositary nor any such agent will be liable if:
•

any present or future law, rule, regulation, fiat, order or decree of the United States, the Cayman Islands, the People’s Republic of China or
any other country, or of any governmental or regulatory
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authority or securities exchange or market or automated quotation system, the provisions of or governing any deposited securities, any
present or future provision of our charter, any act of God, war, terrorism or other circumstance beyond our, the depositary’s or our
respective agents’ control shall prevent or delay, or shall cause any of them to be subject to any civil or criminal penalty in connection
with, any act which the deposit agreement or the ADRs provide shall be done or performed by us, the depositary or our respective agents
(including, without limitation, voting);
•

it exercises or fails to exercise discretion under the deposit agreement or the ADR;

•

it performs its obligations under the deposit agreement and ADRs without gross negligence or bad faith;

•

it takes any action or refrains from taking any action in reliance upon the advice of or information from legal counsel, accountants, any
person presenting shares for deposit, any registered holder of ADRs, or any other person believed by it to be competent to give such advice
or information; or

•

it relies upon any written notice, request, direction or other document believed by it to be genuine and to have been signed or presented by
the proper party or parties.

Neither the depositary nor its agents have any obligation to appear in, prosecute or defend any action, suit or other proceeding in respect of any
deposited securities or the ADRs. We and our agents shall only be obligated to appear in, prosecute or defend any action, suit or other proceeding in
respect of any deposited securities or the ADRs, which in our opinion may involve us in expense or liability, if indemnity satisfactory to us against all
expenses (including fees and disbursements of counsel) and liability is furnished as often as may be required. The depositary and its agents may fully
respond to any and all demands or requests for information maintained by or on its behalf in connection with the deposit agreement, any registered
holder or holders of ADRs, any ADRs or otherwise related to the deposit agreement or ADRs to the extent such information is requested or required by
or pursuant to any lawful authority, including without limitation laws, rules, regulations, administrative or judicial processes, banking, securities or other
regulators. The depositary shall not be liable for the acts or omissions made by any securities depository, clearing agency or settlement system in
connection with or arising out of book-entry settlement of deposited securities or otherwise. Furthermore, the depositary shall not be responsible for, and
shall incur no liability in connection with or arising from, the insolvency of any custodian that is not a branch or affiliate of
. The depositary and
the custodian(s) may use third-party delivery services and providers of information regarding matters such as pricing, proxy voting, corporate actions,
class action litigation and other services in connection with the ADRs and the deposit agreement, and use local agents to provide extraordinary services
such as attendance at annual meetings of issuers of securities. Although the depositary and the custodian will use reasonable care (and cause their agents
to use reasonable care) in the selection and retention of such third-party providers and local agents, they will not be responsible for any errors or
omissions made by them in providing the relevant information or services.
Additionally, none of us, the depositary or the custodian shall be liable for the failure by any registered holder of ADRs or beneficial owner
therein to obtain the benefits of credits on the basis of non-U.S. tax paid against such holder’s or beneficial owner’s income tax liability. Neither we nor
the depositary shall incur any liability for any tax consequences that may be incurred by holders or beneficial owners on account of their ownership of
ADRs or ADSs.
Neither the depositary nor its agents will be responsible for any failure to carry out any instructions to vote any of the deposited securities, for the
manner in which any such vote is cast or for the effect of any such vote. Neither the depositary nor any of its agents shall be liable to registered holders
of ADRs or beneficial owners of interests in ADSs for any indirect, special, punitive or consequential damages (including, without limitation, lost
profits) of any form incurred by any person or entity, whether or not foreseeable and regardless of the type of action in which such a claim may be
brought.
In the deposit agreement each party thereto (including, for avoidance of doubt, each holder and beneficial owner and/or holder of interests in
ADRs) irrevocably waives, to the fullest extent permitted by applicable law,
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any right it may have to a trial by jury in any suit, action or proceeding against the depositary and/or the company directly or indirectly arising out of or
relating to the shares or other deposited securities, the ADSs or the ADRs, the deposit agreement or any transaction contemplated therein, or the breach
thereof (whether based on contract, tort, common law or any other theory).
The depositary may own and deal in any class of our securities and in ADSs.
Disclosure of Interest in ADSs
To the extent that the provisions of or governing any deposited securities may require the disclosure of or impose limits on beneficial or other
ownership of deposited securities, other shares and other securities and may provide for blocking transfer, voting or other rights to enforce such
disclosure or limits, you agree to comply with all such disclosure requirements and ownership limitations and to comply with any reasonable
instructions we may provide in respect thereof. We reserve the right to instruct you to deliver your ADSs for cancellation and withdrawal of the
deposited securities so as to permit us to deal with you directly as a holder of shares and, by holding an ADS or an interest therein, you will be agreeing
to comply with such instructions.
Books of Depositary
The depositary or its agent will maintain a register for the registration, registration of transfer, combination and split-up of ADRs, which register
shall include the depositary’s direct registration system. Registered holders of ADRs may inspect such records at the depositary’s office at all reasonable
times, but solely for the purpose of communicating with other holders in the interest of the business of our company or a matter relating to the deposit
agreement. Such register may be closed from time to time when deemed expedient by the depositary.
The depositary will maintain facilities for the delivery and receipt of ADRs.
Appointment
In the deposit agreement, each registered holder of ADRs and each person holding an interest in ADSs, upon acceptance of any ADSs (or any
interest therein) issued in accordance with the terms and conditions of the deposit agreement will be deemed for all purposes to:
•

be a party to and bound by the terms of the deposit agreement and the applicable ADR or ADRs, and

•

appoint the depositary its attorney-in-fact, with full power to delegate, to act on its behalf and to take any and all actions contemplated in
the deposit agreement and the applicable ADR or ADRs, to adopt any and all procedures necessary to comply with applicable laws and to
take such action as the depositary in its sole discretion may deem necessary or appropriate to carry out the purposes of the deposit
agreement and the applicable ADR and ADRs, the taking of such actions to be the conclusive determinant of the necessity and
appropriateness thereof.

Governing Law
The deposit agreement and the ADRs shall be governed by and construed in accordance with the laws of the State of New York. In the deposit
agreement, we have submitted to the jurisdiction of the courts of the State of New York and appointed an agent for service of process on our behalf.
Notwithstanding the foregoing, any action based on the deposit agreement or the transactions contemplated thereby may be instituted by the depositary
and holders in any competent court in the Cayman Islands, Hong Kong, the People’s Republic of China and/or the United States or through the
commencement of an English language arbitration either in New York, New York in accordance with the Commercial Arbitration Rules of the American
Arbitration Association or in Hong Kong following the arbitration rules of the United Nations Commission on International Trade Law (UNCITRAL).]
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SHARES ELIGIBLE FOR FUTURE SALE
Upon completion of this offering, we will have
ADSs outstanding, representing approximately
% of our outstanding Class A ordinary
shares, assuming the underwriters do not exercise their over-allotment option to purchase additional ADSs. All of the ADSs sold in this offering will be
freely transferable by persons other than by our “affiliates” without restriction or further registration under the Securities Act. Sales of substantial
amounts of the ADSs in the public market could adversely affect prevailing market prices of the ADSs. Prior to this offering, there has been no public
market for our ordinary shares or the ADSs. We intend to apply to list the ADSs on the [New York Stock Exchange/Nasdaq Stock Market], but we
cannot assure you that a regular trading market will develop in the ADSs. We do not expect that a trading market will develop for our ordinary shares
not represented by the ADSs.
Lock-up Agreements
[We have agreed, for a period of 180 days after the date of this prospectus, [not to offer, sell, contract to sell, pledge, grant any option to purchase,
make any short sale, lend or otherwise dispose of, except in this offering, any of our ordinary shares or the ADSs or securities that are substantially
similar to our ordinary shares or the ADSs, including but not limited to any options or warrants to purchase our ordinary shares, the ADSs or any
securities that are convertible into or exchangeable for, or that represent the right to receive, our ordinary shares, the ADSs or any such substantially
similar securities (other than pursuant to employee stock option plans existing on, or upon the conversion or exchange of convertible or exchangeable
securities outstanding as of, the date such lock-up agreement was executed),] without the prior written consent of the representatives of the underwriters.
Furthermore, [each of our directors, executive officers and all of our existing shareholders] has also entered into a similar lock-up agreement for a
period of 180 days from the date of this prospectus, subject to certain exceptions, with respect to our ordinary shares, the ADSs and securities that are
substantially similar to our ordinary shares or the ADSs. These parties collectively own [all] of our outstanding ordinary shares, without giving effect to
this offering.]
The restrictions described in the preceding paragraphs will be automatically extended under certain circumstances. See “Underwriting.”
Other than this offering, we are not aware of any plans by any significant shareholders to dispose of significant numbers of the ADSs or ordinary
shares. However, one or more existing shareholders or owners of securities convertible or exchangeable into or exercisable for the ADSs or ordinary
shares may dispose of significant numbers of the ADSs or ordinary shares in the future. We cannot predict what effect, if any, future sales of the ADSs
or ordinary shares, or the availability of ADSs or ordinary shares for future sale, will have on the trading price of the ADSs from time to time. Sales of
substantial amounts of the ADSs or ordinary shares in the public market, or the perception that these sales could occur, could adversely affect the trading
price of the ADSs.
Rule 144
All of our ordinary shares that will be outstanding upon the completion of this offering, other than those ordinary shares sold in this offering, are
“restricted securities” as that term is defined in Rule 144 under the Securities Act and may be sold publicly in the United States only if they are subject
to an effective registration statement under the Securities Act or pursuant to an exemption from the registration requirement such as those provided by
Rule 144 and Rule 701 promulgated under the Securities Act. In general, beginning 90 days after the date of this prospectus, a person (or persons whose
shares are aggregated) who at the time of a sale is not, and has not been during the three months preceding the sale, an affiliate of ours and has
beneficially owned our restricted securities for at least six months will be entitled to sell the restricted securities without registration under the Securities
Act, subject only to the availability of current public information about us, and will be
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entitled to sell restricted securities beneficially owned for at least one year without restriction. Persons who are our affiliates and have beneficially
owned our restricted securities for at least six months may sell a number of restricted securities within any three-month period that does not exceed the
greater of the following:
•

1% of the then outstanding ordinary shares of the same class, including ordinary shares represented by ADSs, which immediately after the
completion of this offering will equal
Class A ordinary shares, assuming the underwriters do not exercise their over-allotment
option; or

•

the average weekly trading volume of our ordinary shares of the same class, in the form of ADSs or otherwise, during the four calendar
weeks preceding the date on which notice of the sale is filed with the SEC.

Sales by our affiliates under Rule 144 are also subject to certain requirements relating to manner of sale, notice and the availability of current
public information about us.
Rule 701
In general, under Rule 701 of the Securities Act as currently in effect, each of our employees, consultants or advisors who purchases our ordinary
shares from us in connection with a compensatory stock plan or other written agreement executed prior to the completion of this offering is eligible to
resell those ordinary shares in reliance on Rule 144, but without compliance with some of the restrictions, including the holding period, contained in
Rule 144. However, the Rule 701 shares would remain subject to lock-up arrangements and would only become eligible for sale when the lock-up
period expires.
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TAXATION
The following summary of the material Cayman Islands, Hong Kong, PRC and U.S. federal income tax consequences of an investment in the ADSs
or ordinary shares is based upon laws and relevant interpretations thereof in effect as of the date of this registration statement, all of which are subject
to change. This summary does not deal with all possible tax consequences relating to an investment in the ADSs or ordinary shares, such as the tax
consequences under U.S. state and local tax laws or under the tax laws of jurisdictions other than the Cayman Islands, Hong Kong, the People’s
Republic of China and the United States. To the extent that the discussion relates to matters of Cayman Islands tax law, it represents the opinion of
Maples and Calder (Hong Kong) LLP, our Cayman Islands counsel; to the extent it relates to Hong Kong tax law, it is the opinion of Guantao & Chow
Solicitors and Notaries, our Hong Kong counsel; to the extent it relates to PRC tax law, it is the opinion of Han Kun Law Offices, our PRC counsel.
Cayman Islands Taxation
The Cayman Islands currently levies no taxes on individuals or corporations based upon profits, income, gains or appreciation and there is no
taxation in the nature of inheritance tax or estate duty. There are no other taxes likely to be material to us levied by the government of the Cayman
Islands except for stamp duties which may be applicable on instruments executed in, or, after execution, brought within the jurisdiction of the Cayman
Islands. The Cayman Islands is not party to any double tax treaties that are applicable to any payments made to or by our company. There are no
exchange control regulations or currency restrictions in the Cayman Islands.
Payments of dividends and capital in respect of our ordinary shares and ADSs will not be subject to taxation in the Cayman Islands and no
withholding will be required on the payment of a dividend or capital to any holder of our ordinary shares or the ADSs, nor will gains derived from the
disposal of our ordinary shares or the ADSs be subject to Cayman Islands income or corporation tax.
Hong Kong Taxation
Hong Kong profits tax is chargeable on every person, including corporations, carrying on a trade, profession or business in Hong Kong in respect
of profits arising in or derived from Hong Kong from such trade, profession or business (excluding profits arising from the sale of capital assets).
However, profits arising from the sale of capital assets are not subject to Hong Kong profit tax. Whether (i) an activity amounted to trade, profession or
business; (ii) an asset is capital in nature or revenue in naturel; and/or (iii) profits are arising in or derived from Hong Kong are questions of fact. Under
the current Hong Kong Inland Revenue Ordinance, Hong Kong profits tax for a corporation from the year of assessment 2018/2019 onwards is generally
8.25% on assessable profits up to HK$2.0 million; and 16.5% on any part of assessable profits over HK$2.0 million.
In addition, if the transfer of a share is required to be registered in a share register in Hong Kong, or Hong Kong Share, stamp duty will be payable
by the person(s) who effects any sale or purchase of such Hong Kong Share. The stamp duty in relation to transfer of Hong Kong Share is currently
charged at the ad valorem rate of 0.1% of the consideration for, or (if greater) the value of, the shares transferred on each of the seller and purchaser. In
other words, a total of 0.2% of the consideration for, or (if greater) the value of, the shares transferred is currently payable on a typical sale and purchase
transaction of Hong Kong Share. In addition, the instrument of transfer (if required) will be subject to a flat rate of stamp duty of $5.00.
People’s Republic of China Taxation
Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise established outside of the PRC with a “de facto
management body” within the PRC is considered a resident enterprise and will be subject to the enterprise income tax at the rate of 25% on its global
income. The implementation rules define the term “de facto management body” as the body that exercises full and substantial control over and overall
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management of the business, production, personnel, accounts and properties of an enterprise. In April 2009, the SAT issued a circular, known as Circular
82, which provides certain specific criteria for determining whether the “de facto management body” of a PRC-controlled enterprise that is incorporated
offshore is located in China. Although this circular only applies to offshore enterprises controlled by PRC enterprises or PRC enterprise groups, not
those controlled by PRC individuals or foreigners, the criteria set forth in the circular may reflect the State Administration of Taxation’s general position
on how the “de facto management body” test should be applied in determining the tax resident status of all offshore enterprises. According to Circular
82, an offshore incorporated enterprise controlled by a PRC enterprise or a PRC enterprise group will be regarded as a PRC tax resident by virtue of
having its “de facto management body” in China only if all of the following conditions are met: (i) the primary location of the day-to-day operational
management is in the PRC; (ii) decisions relating to the enterprise’s financial and human resource matters are made or are subject to approval by
organizations or personnel in the PRC; (iii) the enterprise’s primary assets, accounting books and records, company seals, and board and shareholder
resolutions are located or maintained in the PRC; and (iv) at least 50% of voting board members or senior executives habitually reside in the PRC.
We believe that UCLOUDLINK GROUP INC. is not a PRC resident enterprise for PRC tax purposes. UCLOUDLINK GROUP INC. is not
controlled by a PRC enterprise or PRC enterprise group and we do not believe that UCLOUDLINK GROUP INC. meets all of the conditions above.
UCLOUDLINK GROUP INC. is a company incorporated outside the PRC. As a holding company, its key assets are its ownership interests in its
subsidiaries, and its key assets are located, and its records (including the resolutions of its board of directors and the resolutions of its shareholders) are
maintained, outside the PRC. For the same reasons, we believe our other entities outside of China are not PRC resident enterprises either. However, the
tax resident status of an enterprise is subject to determination by the PRC tax authorities and uncertainties remain with respect to the interpretation of the
term “de facto management body.” There can be no assurance that the PRC government will ultimately take a view that is consistent with us.
If the PRC tax authorities determine that UCLOUDLINK GROUP INC. is a PRC resident enterprise for enterprise income tax purposes, we may
be required to withhold a 10% withholding tax from dividends we pay to our shareholders that are non-resident enterprises, including the holders of the
ADSs. In addition, non-resident enterprise shareholders (including the ADS holders) may be subject to a 10% PRC tax on gains realized on the sale or
other disposition of ADSs or ordinary shares, if such income is treated as sourced within the PRC. It is unclear whether our non-PRC individual
shareholders (including the ADS holders) would be subject to any PRC tax on dividends or gains obtained by such non-PRC individual shareholders in
the event we are determined to be a PRC resident enterprise. If any PRC tax were to apply to such dividends or gains, it would generally apply at a rate
of 20% unless a reduced rate is available under an applicable tax treaty. It is also unclear whether non-PRC shareholders of UCLOUDLINK GROUP
INC. would be able to claim the benefits of any tax treaties between their country of tax residence and the PRC in the event that UCLOUDLINK
GROUP INC. is treated as a PRC resident enterprise.
Provided that our Cayman Islands holding company, UCLOUDLINK GROUP INC., is not deemed to be a PRC resident enterprise, holders of the
ADSs and ordinary shares who are not PRC residents will not be subject to PRC income tax on dividends distributed by us or gains realized from the
sale or other disposition of our shares or ADSs. However, under SAT Public Notice 7 and SAT Public Notice 37, where a non-resident enterprise
conducts an “indirect transfer” by transferring PRC taxable assets, including, in particular, equity interests in a PRC resident enterprise, indirectly by
disposing of the equity interests of an overseas holding company, the non-resident enterprise, being the transferor, or the transferee or the PRC resident
enterprise which directly owns such PRC taxable assets may report to the relevant tax authority such indirect transfer. Using a “substance over form”
principle, the PRC tax authority may disregard the existence of the overseas holding company and re-characterize the transaction as a direct transfer of
underlying PRC assets if it lacks a reasonable commercial purpose and was established for the purpose of reducing, avoiding or deferring PRC tax. As a
result, gains derived from such indirect transfer may be subject to PRC enterprise income tax, and the transferee or other person who is obligated to pay
for the transfer is obligated to withhold the applicable taxes, currently at a
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rate of 10% for the transfer of equity interests in a PRC resident enterprise. We and our non-PRC resident investors may be at risk of being required to
file a return and being taxed under SAT Public Notice 7 and SAT Public Notice 37, and we may be required to expend valuable resources to comply with
SAT Public Notice 7 and SAT Public Notice 37, or to establish that we should not be taxed under these circulars. See “Risk Factors—Risks Related to
Doing Business in China—We face uncertainty with respect to indirect transfer of equity interests in PRC resident enterprises by their non-PRC holding
companies.”
United States Federal Income Tax Considerations
The following discussion is a summary of U.S. federal income tax considerations generally applicable to the ownership and disposition of our
ADSs or ordinary shares by a U.S. Holder (as defined below) that acquires our ADSs or ordinary shares in this offering and holds our ADSs or ordinary
shares as “capital assets” (generally, property held for investment) under the U.S. Internal Revenue Code of 1986, as amended (the “Code”). This
discussion is based upon existing U.S. federal tax law, which is subject to differing interpretations or change, possibly with retroactive effect. No ruling
has been sought from the Internal Revenue Service (the “IRS”) with respect to any U.S. federal income tax consequences described below, and there can
be no assurance that the IRS or a court will not take a contrary position. This discussion, moreover, does not address the U.S. federal estate, gift,
Medicare, and alternative minimum tax considerations, any withholding or information reporting requirements, including pursuant to sections 1471
through 1474 of the Code, or any state, local and non-U.S. tax considerations, relating to the ownership or disposition of our ADSs or ordinary shares.
The following summary does not address all aspects of U.S. federal income taxation that may be important to particular investors in light of their
individual circumstances or to persons in special tax situations such as:
•

banks and other financial institutions;

•

insurance companies;

•

pension plans;

•

cooperatives;

•

regulated investment companies;

•

real estate investment trusts;

•

broker-dealers;

•

traders that elect to use a mark-to-market method of accounting;

•

certain former U.S. citizens or long-term residents;

•

tax-exempt entities (including private foundations);

•

persons liable for alternative minimum tax;

•

persons who acquire their ADSs or ordinary shares pursuant to any employee share option or otherwise as compensation;

•

investors that will hold their ADSs or ordinary shares as part of a straddle, hedge, conversion, constructive sale or other integrated
transaction for U.S. federal income tax purposes;

•

investors that have a functional currency other than the U.S. dollar;

•

persons that actually or constructively own ADSs or ordinary shares representing 10% or more of our stock (by vote or value);

•

persons required to accelerate the recognition of any item of gross income with respect to their ADSs or ordinary shares as a result of such
income being recognized on an applicable financial statement; or

•

partnerships or other entities taxable as partnerships for U.S. federal income tax purposes, or persons holding ADSs or ordinary shares
through such entities;
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all of whom may be subject to tax rules that differ significantly from those discussed below.
Each U.S. Holder is urged to consult its tax advisor regarding the application of U.S. federal taxation to its particular circumstances, and the state,
local, non-U.S. and other tax considerations of the ownership and disposition of our ADSs or ordinary shares.
General
For purposes of this discussion, a “U.S. Holder” is a beneficial owner of our ADSs or ordinary shares that is, for U.S. federal income tax purposes:
•

an individual who is a citizen or resident of the United States;

•

a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created in, or organized under the laws of the
United States or any state thereof or the District of Columbia;

•

an estate the income of which is includible in gross income for U.S. federal income tax purposes regardless of its source; or

•

a trust (A) the administration of which is subject to the primary supervision of a U.S. court and which has one or more U.S. persons who
have the authority to control all substantial decisions of the trust or (B) that has otherwise validly elected to be treated as a U.S. person
under the Code.

If a partnership (or other entity treated as a partnership for U.S. federal income tax purposes) is a beneficial owner of our ADSs or ordinary shares,
the tax treatment of a partner in the partnership will generally depend upon the status of the partner and the activities of the partnership. Partnerships
holding our ADSs or ordinary shares and their partners are urged to consult their tax advisors regarding an investment in our ADSs or ordinary shares.
For U.S. federal income tax purposes, a U.S. Holder of ADSs will generally be treated as the beneficial owner of the underlying shares
represented by the ADSs. The remainder of this discussion assumes that a U.S. Holder of our ADSs will be treated in this manner. Accordingly, deposits
or withdrawals of ordinary shares for ADSs will generally not be subject to U.S. federal income tax.
Passive Foreign Investment Company Considerations
A non-U.S. corporation, such as our company, will be classified as a PFIC for U.S. federal income tax purposes for any taxable year if either (i)
75% or more of its gross income for such year consists of certain types of “passive” income or (ii) 50% or more of the value of its assets (determined on
the basis of a quarterly average) during such year is attributable to assets that produce or are held for the production of passive income (the “asset test”).
For this purpose, cash and assets readily convertible into cash are categorized as passive assets and the company’s goodwill and other unbooked
intangibles not reflected on its balance sheet are taken into account. Passive income generally includes, among other things, dividends, interest, rents,
royalties, and gains from the disposition of passive assets. We will be treated as owning a proportionate share of the assets and earning a proportionate
share of the income of any other corporation in which we own, directly or indirectly, 25% or more (by value) of the stock.
Although the law in this regard is not entirely clear, we treat our consolidated VIEs as being owned by us for U.S. federal income tax purposes
because we control its management decisions and are entitled to substantially all of the economic benefits associated with it, and, as a result, we
consolidate its results of operations in our consolidated U.S. GAAP financial statements. If it were determined, however, that we are not the owner of
the consolidated VIEs for U.S. federal income tax purposes, the composition of our income and assets would change and we may be treated as a PFIC
for the current taxable year and any subsequent taxable year.
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Assuming that we are the owner of the VIEs for U.S. federal income tax purposes, and based upon our current and projected income and assets,
including the expected proceeds from this offering, and projections as to the market price of our ADSs immediately following this offering, we do not
expect to be a PFIC for the current taxable year or the foreseeable future. However, no assurance can be given in this regard because the determination
of whether we are or will become a PFIC is a factual determination made annually that will depend, in part, upon the composition and classification of
our income and assets. Because there are uncertainties in the application of the relevant rules, it is possible that the IRS may challenge our classification
of certain income and assets as non-passive which may result in our being or becoming a PFIC in the current or subsequent years. Furthermore,
fluctuations in the market price of our ADSs may cause us to be classified as a PFIC for the current or future taxable years because the value of our
assets for purposes of the asset test, including the value of our goodwill and other unbooked intangibles, may be determined by reference to the market
price of our ADSs from time to time (which may be volatile). In estimating the value of our goodwill and other unbooked intangibles, we have taken
into account our anticipated market capitalization immediately following the close of this offering. Among other matters, if our market capitalization is
less than anticipated or subsequently declines, we may be or become a PFIC for the current or future taxable years. The composition of our income and
assets may also be affected by how, and how quickly, we use our liquid assets and the cash raised in this offering. Under circumstances where our
revenue from activities that produce passive income significantly increases relative to our revenue from activities that produce non-passive income, or
where we determine not to deploy significant amounts of cash for active purposes, our risk of becoming classified as a PFIC may substantially increase.
If we are a PFIC for any year during which a U.S. Holder holds our ADSs or ordinary shares, we generally will continue to be treated as a PFIC
for all succeeding years during which such U.S. Holder holds our ADSs or ordinary shares, unless we were to cease to be a PFIC and the U.S. Holder
makes a “deemed sale” election with respect to the ADSs or ordinary shares.
The discussion below under “—Dividends” and “—Sale or Other Disposition” is written on the basis that we will not be or become classified as a
PFIC for U.S. federal income tax purposes. The U.S. federal income tax rules that apply generally if we are treated as a PFIC are discussed below under
“—Passive Foreign Investment Company Rules.”
Dividends
The gross amount of any distributions paid on our ADSs or ordinary shares (including the amount of any PRC tax withheld) out of our current or
accumulated earnings and profits, as determined under U.S. federal income tax principles, will generally be includible in the gross income of a U.S.
Holder as dividend income on the day actually or constructively received by the U.S. Holder, in the case of ordinary shares, or by the depositary, in the
case of ADSs. Because we do not intend to determine our earnings and profits on the basis of U.S. federal income tax principles, any distribution we pay
will generally be treated as a “dividend” for U.S. federal income tax purposes. Dividends received on our ADSs or ordinary shares will not be eligible
for the dividends received deduction allowed to corporations in respect of dividends received from U.S. corporations.
Individuals and other non-corporate U.S. Holders will be subject to tax on any such dividends at the lower capital gain tax rate applicable to
“qualified dividend income,” provided that certain conditions are satisfied, including that (1) our ADSs or ordinary shares on which the dividends are
paid are readily tradable on an established securities market in the United States, or, in the event that we are deemed to be a PRC resident enterprise
under the PRC tax law, we are eligible for the benefit of the U.S.-PRC income tax treaty (the “Treaty”), (2) we are neither a PFIC nor treated as such
with respect to a U.S. Holder (as discussed below) for the taxable year in which the dividend is paid and the preceding taxable year, and (3) certain
holding period requirements are met. For this purpose, ADSs listed on the [New York Stock Exchange/Nasdaq Stock Market] will generally be
considered to be readily tradable on an established securities market in the United States. U.S. Holders are urged to consult their tax advisors regarding
the availability of the lower rate for dividends paid
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with respect to our ADSs or ordinary shares. In the event that we are deemed to be a PRC resident enterprise under the PRC Enterprise Income Tax Law
(see “TAXATION—People’s Republic of China Taxation”), we may be eligible for the benefits of the Treaty. If we are eligible for such benefits,
dividends we pay on our ordinary shares, regardless of whether such shares are represented by the ADSs, and regardless of whether our ADSs are
readily tradable on an established securities market in the United States, would be eligible for the reduced rates of taxation described in the preceding
paragraph.
For U.S. foreign tax credit purposes, dividends paid on our ADSs or ordinary shares generally will be treated as income from foreign sources and
generally will constitute passive category income. In the event that we are deemed to be a PRC resident enterprise under the PRC Enterprise Income Tax
Law, a U.S. Holder may be subject to PRC withholding taxes on dividends paid on our ADSs or ordinary shares (see “TAXATION—People’s Republic
of China Taxation”). Depending on the U.S. Holder’s particular facts and circumstances and subject to a number of complex conditions and limitations,
PRC withholding taxes on dividends that are non-refundable under the Treaty may be treated as foreign taxes eligible for credit against a U.S. Holder’s
U.S. federal income tax liability. A U.S. Holder who does not elect to claim a foreign tax credit for foreign tax withheld may instead claim a deduction
for U.S. federal income tax purposes, in respect of such withholding, but only for a year in which such holder elects to do so for all creditable foreign
income taxes. The rules governing the foreign tax credit are complex and U.S. Holders are urged to consult their tax advisors regarding the availability
of the foreign tax credit under their particular circumstances.
Sale or Other Disposition
A U.S. Holder will generally recognize gain or loss upon the sale or other disposition of ADSs or ordinary shares in an amount equal to the
difference between the amount realized upon the disposition and the holder’s adjusted tax basis in such ADSs or ordinary shares. The gain or loss will
generally be capital gain or loss. Any capital gain or loss will be long term if the ADSs or ordinary shares have been held for more than one year. The
deductibility of a capital loss may be subject to limitations. Any such gain or loss that the U.S. Holder recognizes will generally be treated as U.S.
source income or loss for foreign tax credit limitation purposes, which will generally limit the availability of foreign tax credits. However, in the event
we are deemed to be a PRC resident enterprise under the PRC Enterprise Income Tax Law, we may be eligible for the benefits of the Treaty. In such
event, if PRC tax were to be imposed on any gain from the disposition of the ADSs or ordinary shares, a U.S. Holder that is eligible for the benefits of
the Treaty may elect to treat such gain as PRC source income for foreign tax credit purposes. If a U.S. Holder is not eligible for the benefits of the Treaty
or fails to make the election to treat any gain as foreign source, then such U.S. Holder may not be able to use the foreign tax credit arising from any PRC
tax imposed on the disposition of the ADSs or ordinary shares unless such credit can be applied (subject to applicable limitations) against United States
federal income tax due on other income derived from foreign sources in the same income category (generally, the passive category). Each U.S. Holder is
advised to consult its tax advisor regarding the tax consequences if a foreign tax is imposed on a disposition of our ADSs or ordinary shares, including
the availability of the foreign tax credit under its particular circumstances.
Passive Foreign Investment Company Rules
If we are classified as a PFIC for any taxable year during which a U.S. Holder holds our ADSs or ordinary shares, and unless the U.S. Holder
makes a mark-to-market election (as described below), the U.S. Holder will generally be subject to special tax rules on (i) any excess distribution that
we make to the U.S. Holder (which generally means any distribution paid during a taxable year to a U.S. Holder that is greater than 125 percent of the
average annual distributions paid to the U.S. Holder in the three preceding taxable years or, if shorter, the U.S. Holder’s holding period for the ADSs or
ordinary shares), and (ii) any gain recognized on the sale or other disposition (including, under certain circumstances, a pledge) of ADSs or ordinary
shares. Under the PFIC rules:
•

the excess distribution or gain will be allocated ratably over the U.S. Holder’s holding period for the ADSs or ordinary shares;
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•

the amount allocated to the taxable year of the distribution or gain and any taxable years in the U.S. Holder’s holding period prior to the
first taxable year in which we are classified as a PFIC (each, a “pre-PFIC year”), will be taxable as ordinary income; and

•

the amount allocated to each prior taxable year, other than a pre-PFIC year, will be subject to tax at the highest tax rate in effect for
individuals or corporations, as appropriate, for that year, increased by an additional tax equal to the interest on the resulting tax deemed
deferred with respect to each such taxable year.

If we are a PFIC for any taxable year during which a U.S. Holder holds our ADSs or ordinary shares and any of our subsidiaries, our VIEs or any
of the subsidiaries of our VIEs is also a PFIC, such U.S. Holder would be treated as owning a proportionate amount (by value) of the shares of the
lower-tier PFIC for purposes of the application of these rules. U.S. Holders are urged to consult their tax advisors regarding the application of the PFIC
rules to any of our subsidiaries, our VIEs or any of the subsidiaries of our VIEs.
As an alternative to the foregoing rules, a U.S. Holder of “marketable stock” (as defined below) in a PFIC may make a mark-to-market election
with respect to such stock. If a U.S. Holder makes this election with respect to our ADSs, the holder will generally (i) include as ordinary income for
each taxable year that we are a PFIC the excess, if any, of the fair market value of ADSs held at the end of the taxable year over the adjusted tax basis of
such ADSs and (ii) deduct as an ordinary loss the excess, if any, of the adjusted tax basis of the ADSs over the fair market value of such ADSs held at
the end of the taxable year, but such deduction will only be allowed to the extent of the net amount previously included in income as a result of the
mark-to-market election. The U.S. Holder’s adjusted tax basis in the ADSs would be adjusted to reflect any income or loss resulting from the
mark-to-market election. If a U.S. Holder makes a mark-to-market election in respect of our ADSs and we cease to be classified as a PFIC, the holder
will not be required to take into account the gain or loss described above during any period that we are not classified as a PFIC. If a U.S. Holder makes a
mark-to-market election, any gain such U.S. Holder recognizes upon the sale or other disposition of our ADSs in a year when we are a PFIC will be
treated as ordinary income and any loss will be treated as ordinary loss, but such loss will only be treated as ordinary loss to the extent of the net amount
previously included in income as a result of the mark-to-market election.
The mark-to-market election is available only for “marketable stock,” which is stock that is regularly traded on a qualified exchange or other
market, as defined in applicable United States Treasury regulations. We expect that our ADSs, but not our ordinary shares, will be treated as marketable
stock upon their listing on the [New York Stock Exchange/Nasdaq Stock Market]. We anticipate that our ADSs should qualify as being regularly traded,
but no assurances may be given in this regard.
Because a mark-to-market election cannot technically be made for any lower-tier PFICs that we may own, a U.S. Holder may continue to be
subject to the PFIC rules with respect to such U.S. Holder’s indirect interest in any investments held by us that are treated as an equity interest in a PFIC
for U.S. federal income tax purposes.
We do not intend to provide information necessary for U.S. Holders to make qualified electing fund elections which, if available, would result in
tax treatment different from (and generally less adverse than) the general tax treatment for PFICs described above.
If a U.S. Holder owns our ADSs or ordinary shares during any taxable year that we are a PFIC, the holder must generally file an annual IRS Form
8621. You should consult your tax advisor regarding the U.S. federal income tax consequences of owning and disposing of our ADSs or ordinary shares
if we are or become a PFIC.
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UNDERWRITING
We and the underwriters named below have entered into an underwriting agreement with respect to the ADSs being offered. Subject to certain
conditions, each underwriter has severally agreed to purchase the number of ADSs indicated in the table below. Morgan Stanley & Co. LLC, BNP
Paribas Securities Corp. and Nomura Securities International, Inc. are the representatives of the underwriters.
Underwriters

Number of ADSs

Morgan Stanley & Co. LLC
BNP Paribas Securities Corp.
Nomura Securities International, Inc.
Needham & Company, LLC
Maxim Group LLC
Total

The underwriters are committed to taking and paying for all of the ADSs being offered, if any are taken, other than the ADSs covered by the
option described below unless and until this option is exercised.
The underwriters have an option, exercisable for 30 days from the date of this prospectus, to buy up to an additional
ADSs from the
company to cover sales by the underwriters of a greater number of ADSs than the total number set forth in the table above. If any ADSs are purchased
pursuant to this option, the underwriters will severally purchase ADSs in approximately the same proportion as set forth in the table above.
The following tables show the per ADS and total underwriting discounts and commissions to be paid to the underwriters by us. Such amounts are
shown assuming both no exercise and full exercise of the underwriters’ option to purchase
additional ADSs.
Paid by Us
No Exercise

Per ADS
Total

$
$

Full Exercise

$
$

ADSs sold by the underwriters to the public will initially be offered at the initial public offering price set forth on the cover of this prospectus.
Any ADSs sold by the underwriters to securities dealers may be sold at a discount of up to $
per ADS from the initial public offering price. After
the initial offering of the ADSs, the representatives may change the offering price and the other selling terms. The offering of the ADSs by the
underwriters is subject to receipt and acceptance and subject to the underwriters’ right to reject any order in whole or in part.
[We, our directors, executive officers and all of our existing shareholders, have agreed] with the underwriters, subject to certain exceptions, not to
dispose of or hedge any of their ordinary shares or ADSs or any securities convertible into or exchangeable for our ordinary shares or ADSs during the
period from the date of this prospectus continuing through the date 180 days after the date of this prospectus, except with the prior written consent of the
representatives. This agreement does not apply to any existing employee benefit plans. See “Shares Eligible for Future Sale” for a discussion of certain
transfer restrictions.
Prior to the offering, there has been no public market for the ADSs. The initial public offering price has been negotiated among the representatives
and us. Among the factors to be considered in determining the initial public offering price of the ADSs, in addition to prevailing market conditions, will
be our historical performance, estimates of the business potential and earnings prospects, an assessment of our management and the consideration of the
above factors in relation to market valuation of companies in related businesses.
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We intend to apply for the listing of the ADSs on the [New York Stock Exchange/Nasdaq Stock Market] under the symbol “UCL.”
In connection with the offering, the underwriters may purchase and sell the ADSs in the open market. These transactions may include short sales,
stabilizing transactions and purchases to cover positions created by short sales. Short sales involve the sale by the underwriters of a greater number of
ADSs than they are required to purchase in the offering, and a short position represents the amount of such sales that have not been covered by
subsequent purchases. A “covered short position” is a short position that is not greater than the amount of additional ADSs for which the underwriters’
option described above may be exercised. The underwriters may cover any covered short position by either exercising their option to purchase additional
ADSs or purchasing ADSs in the open market. In determining the source of ADSs to cover the covered short position, the underwriters will consider,
among other things, the price of ADSs available for purchase in the open market as compared to the price at which they may purchase additional ADSs
pursuant to the option described above. “Naked” short sales are any short sales that create a short position greater than the amount of additional ADSs
for which the option described above may be exercised. The underwriters must cover any such naked short position by purchasing ADSs in the open
market. A naked short position is more likely to be created if the underwriters are concerned that there may be downward pressure on the price of the
ADSs in the open market after pricing that could adversely affect investors who purchase in the offering. Stabilizing transactions consist of various bids
for or purchases of the ADSs made by the underwriters in the open market prior to the completion of the offering.
The underwriters may also impose a penalty bid. This occurs when a particular underwriter repays to the underwriters a portion of the
underwriting discount received by it because the representatives have repurchased ADSs sold by or for the account of such underwriter in stabilizing or
short covering transactions.
Purchases to cover a short position and stabilizing transactions, as well as other purchases by the underwriters for their own accounts, may have
the effect of preventing or retarding a decline in the market price of our ADSs, and together with the imposition of the penalty bid, may stabilize,
maintain or otherwise affect the market price of the ADSs. As a result, the price of the ADSs may be higher than the price that otherwise might exist in
the open market. The underwriters are not required to engage in these activities and may end any of these activities at any time. These transactions may
be effected on [New York Stock Exchange/Nasdaq Stock Market], in the over-the-counter market or otherwise.
$

We estimate that our share of the total expenses of the offering, excluding underwriting discounts and commissions, will be approximately
.

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the Securities Act of 1933, and to
contribute to payments that the underwriters may be required to make in respect of those liabilities.
The underwriters and their respective affiliates are full service financial institutions engaged in various activities, which may include sales and
trading, commercial and investment banking, advisory, investment management, investment research, principal investment, hedging, market making,
brokerage and other financial and non-financial activities and services. Certain of the underwriters and their respective affiliates have provided, and the
underwriters and their respective affiliates may in the future provide, a variety of these services to the issuer and to persons and entities with
relationships with the issuer, for which they received or will receive customary fees and expenses.
In the ordinary course of their various business activities, the underwriters and their respective affiliates, officers, directors and employees may
purchase, sell or hold a broad array of investments and actively trade securities, derivatives, loans, commodities, currencies, credit default swaps and
other financial instruments for their own account and for the accounts of their customers, and such investment and trading activities may involve or
relate to assets, securities and/or instruments of the issuer (directly, as collateral securing other obligations or
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otherwise) and/or persons and entities with relationships with the issuer. The underwriters and their respective affiliates may also communicate
independent investment recommendations, market color or trading ideas and/or publish or express independent research views in respect of such assets,
securities or instruments and may at any time hold, or recommend to clients that they should acquire, long and/or short positions in such assets,
securities and instruments.
The address of Morgan Stanley & Co. LLC is 1585 Broadway New York, New York 10036, United States. The address of BNP Paribas Securities
Corp. is 787 7th Ave, New York, New York 10019, United States. The address of Nomura Securities International, Inc. is Worldwide Plaza 309 West
49th Street, New York, New York 10019. The address of Needham & Company, LLC is 250 Park Avenue, New York, New York 10177. The address of
Maxim Group LLC is 405 Lexington Avenue, New York, New York 10174.
Selling Restrictions
No action may be taken in any jurisdiction other than the United States that would permit a public offering of the ADSs or the possession,
circulation or distribution of this prospectus in any jurisdiction where action for that purpose is required. Accordingly, the ADSs may not be offered or
sold, directly or indirectly, and neither the prospectus nor any other offering material or advertisements in connection with the ADSs may be distributed
or published in or from any country or jurisdiction except under circumstances that will result in compliance with any applicable laws, rules and
regulations of any such country or jurisdiction.
Australia
This document has not been lodged with the Australian Securities & Investments Commission and is only directed to certain categories of exempt
persons. Accordingly, if you receive this document in Australia:
(a) you confirm and warrant that you are either:
(i)

“sophisticated investor” under section 708(8)(a) or (b) of the Corporations Act 2001 (Cth) of Australia, or the Corporations Act;

(ii)

“sophisticated investor” under section 708(8)(c) or (d) of the Corporations Act and that you have provided an accountant’s certificate
to the company which complies with the requirements of section 708(8)(c)(i) or (ii) of the Corporations Act and related regulations
before the offer has been made;

(iii) person associated with the company under section 708(12) of the Corporations Act; or
(iv) “professional investor” within the meaning of section 708(11)(a) or (b) of the Corporations Act;
and to the extent that you are unable to confirm or warrant that you are an exempt sophisticated investor, associated person or professional
investor under the Corporations Act, any offer made to you under this document is void and incapable of acceptance;
(b) you warrant and agree that you will not offer any of the ADSs issued to you pursuant to this document for resale in Australia within 12 months
of those ADSs being issued unless any such resale offer is exempt from the requirement to issue a disclosure document under section 708 of the
Corporations Act.
Canada
The ADSs may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited investors, as defined in
National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in
National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the ADSs must be made in
accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of applicable securities laws.
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Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission or damages if this
prospectus (including any amendment thereto) contains a misrepresentation, provided that the remedies for rescission or damages are exercised by the
purchaser within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any
applicable provisions of the securities legislation of the purchaser’s province or territory for particulars of these rights or consult with a legal advisor.
Pursuant to section 3A.3 (or, in the case of securities issued or guaranteed by the government of a non-Canadian jurisdiction, section 3A.4) of
National Instrument 33-105 Underwriting Conflicts, or NI 33-105, the underwriters are not required to comply with the disclosure requirements of
NI 33-105 regarding underwriter conflicts of interest in connection with this offering.
Cayman Islands
This prospectus does not constitute an invitation or offer to the public in the Cayman Islands of the ADSs, whether by way of sale or subscription.
The underwriters have not offered or sold, and will not offer or sell, directly or indirectly, any ADSs in the Cayman Islands.
Dubai International Finance Center
This document relates to an Exempt Offer, as defined in the Offered Securities Rules module of the DFSA Rulebook, or the OSR, in accordance
with the Offered Securities Rules of the Dubai Financial Services Authority. This document is intended for distribution only to Persons, as defined in the
OSR, of a type specified in those rules. It must not be delivered to, or relied on by, any other Person. The Dubai Financial Services Authority has no
responsibility for reviewing or verifying any documents in connection with Exempt Offers. The Dubai Financial Services Authority has not approved
this document nor taken steps to verify the information set out in it, and has no responsibility for it. The ADSs to which this document relates may be
illiquid and/or subject to restrictions on their resale. Prospective purchasers of the ADSs offered should conduct their own due diligence on the ADSs. If
you do not understand the contents of this document you should consult an authorized financial adviser.
European Economic Area
In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a “Relevant Member
State”) an offer to the public of any shares which are the subject of the offering contemplated by this prospectus may not be made in that Relevant
Member State unless the prospectus has been approved by the competent authority in such Relevant Member State or, where appropriate, approved in
another Relevant Member State and notified to the competent authority in that Relevant Member State, all in accordance with the Prospectus Directive,
except that an offer to the public in that Relevant Member State of any shares may be made at any time under the following exemptions under the
Prospectus Directive, if they have been implemented in that Relevant Member State:
•

to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose corporate
purpose is solely to invest in securities;

•

to any legal entity which has two or more of (i) an average of at least 250 employees during the last financial year; (ii) a total balance sheet
of more than €43,000,000 and (iii) an annual net turnover of more than €50,000,000, as shown in its last annual or consolidated accounts;

•

by the underwriters to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the 2010 PD Amending
Directive, 150, natural or legal persons (other than “qualified investors” as defined in the Prospectus Directive) subject to obtaining the
prior consent of the representatives for any such offer; or
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•

in any other circumstances falling within Article 3(2) of the Prospectus Directive; provided that no such offer of shares shall result in a
requirement for the publication by us or any representative of a prospectus pursuant to Article 3 of the Prospectus Directive or supplement
a prospectus pursuant to Article 16 of the Prospectus Directive.

Any person making or intending to make any offer of shares within the EEA should only do so in circumstances in which no obligation arises for
us or any of the underwriters to produce a prospectus for such offer. Neither we nor the underwriters have authorized, nor do they authorize, the making
of any offer of shares through any financial intermediary, other than offers made by the underwriters which constitute the final offering of shares
contemplated in this prospectus.
For the purposes of this provision, and your representation below, the expression an “offer to the public” in relation to any shares in any Relevant
Member State means the communication in any form and by any means of sufficient information on the terms of the offer and any shares to be offered
so as to enable an investor to decide to purchase any shares, as the same may be varied in that Relevant Member State by any measure implementing the
Prospectus Directive in that Relevant Member State and the expression “Prospectus Directive” means Directive 2003/71/EC (including the 2010 PD
Amending Directive, to the extent implemented in the Relevant Member State) and includes any relevant implementing measure in each Relevant
Member State and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.
Each person in a Relevant Member State who receives any communication in respect of, or who acquires any shares under, the offer of shares
contemplated by this prospectus will be deemed to have represented, warranted and agreed to and with us and each underwriter that:
•

it is a “qualified investor” within the meaning of the law in that Relevant Member State implementing Article 2(1)(e) of the Prospectus
Directive; and

•

in the case of any shares acquired by it as a financial intermediary, as that term is used in Article 3(2) of the Prospectus Directive, (i) the
shares acquired by it in the offering have not been acquired on behalf of, nor have they been acquired with a view to their offer or resale to,
persons in any Relevant Member State other than “qualified investors” (as defined in the Prospectus Directive), or in circumstances in
which the prior consent of the representatives has been given to the offer or resale; or (ii) where shares have been acquired by it on behalf
of persons in any Relevant Member State other than qualified investors, the offer of those shares to it is not treated under the Prospectus
Directive as having been made to such persons.

In addition, in the United Kingdom, this document is being distributed only to, and is directed only at, and any offer subsequently made may only
be directed at persons who are “qualified investors” (as defined in the Prospectus Directive) (i) who have professional experience in matters relating to
investments falling within Article 19 (5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended, or the Order,
and/or (ii) who are high net worth companies (or persons to whom it may otherwise be lawfully communicated) falling within Article 49(2)(a) to (d) of
the Order (all such persons together being referred to as “relevant persons”). This document must not be acted on or relied on in the United Kingdom by
persons who are not relevant persons. In the United Kingdom, any investment or investment activity to which this document relates is only available to,
and will be engaged in with, relevant persons.
Hong Kong
The ADSs may not be offered or sold in Hong Kong by means of any document other than (i) in circumstances which do not constitute an offer to
the public within the meaning of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong), or
(ii) to “professional investors” within the meaning of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) and any rules made
thereunder, or (iii) in other circumstances which do not result in the document being a
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“prospectus” within the meaning of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong), and
no advertisement, invitation or document relating to the ADSs may be issued or may be in the possession of any person for the purpose of issue (in each
case whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong
(except if permitted to do so under the laws of Hong Kong) other than with respect to ADSs which are or are intended to be disposed of only to persons
outside Hong Kong or only to “professional investors” within the meaning of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) and any rules made thereunder.
Israel
This document does not constitute a prospectus under the Israeli Securities Law, 5728-1968, and has not been filed with or approved by the Israel
Securities Authority. In Israel, this prospectus may be distributed only to, and is directed only at, investors listed in the first addendum, or the
Addendum, to the Israeli Securities Law, consisting primarily of joint investment in trust funds; provident funds; insurance companies; banks, portfolio
managers, investment advisors, members of the Tel Aviv Stock Exchange Ltd., underwriters, each purchasing for their own account; venture capital
funds; entities with equity in excess of NIS 50 million and “qualified individuals,” each as defined in the Addendum (as it may be amended from time to
time), collectively referred to as qualified investors. Qualified investors shall be required to submit written confirmation that they fall within the scope of
the Addendum.
Japan
The ADSs have not been and will not be registered under the Financial Instruments and Exchange Law of Japan, and ADSs will not be offered or
sold, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan (which term as used herein means any person resident in Japan,
including any corporation or other entity organized under the laws of Japan), or to others for re-offering or resale, directly or indirectly, in Japan or to a
resident of Japan, except pursuant to any exemption from the registration requirements of, and otherwise in compliance with, the Financial Instruments
and Exchange Law and any other applicable laws, regulations and ministerial guidelines of Japan.
Korea
The ADSs may not be offered, sold and delivered directly or indirectly, or offered or sold to any person for reoffering or resale, directly or
indirectly, in Korea or to any resident of Korea except pursuant to the applicable laws and regulations of Korea, including the Korea Securities and
Exchange Act and the Foreign Exchange Transaction Law and the decrees and regulations thereunder. The ADSs have not been registered with the
Financial Services Commission of Korea for public offering in Korea. Furthermore, the ADSs may not be resold to Korean residents unless the
purchaser of the ADSs complies with all applicable regulatory requirements (including but not limited to government approval requirements under the
Foreign Exchange Transaction Law and its subordinate decrees and regulations) in connection with the purchase of the ADSs.
Kuwait
Unless all necessary approvals from the Kuwait Ministry of Commerce and Industry required by Law No. 31/1990 “Regulating the Negotiation of
Securities and Establishment of Investment Funds,” its Executive Regulations and the various Ministerial Orders issued pursuant thereto or in
connection therewith, have been given in relation to the marketing and sale of the ADSs, these may not be marketed, offered for sale, nor sold in the
State of Kuwait. Neither this prospectus (including any related document), nor any of the information contained therein is intended to lead to the
conclusion of any contract of whatsoever nature within Kuwait.
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Malaysia
No prospectus or other offering material or document in connection with the offer and sale of the securities has been or will be registered with the
Securities Commission of Malaysia, or Commission, for the Commission’s approval pursuant to the Capital Markets and Services Act 2007.
Accordingly, this prospectus and any other document or material in connection with the offer or sale, or invitation for subscription or purchase, of the
securities may not be circulated or distributed, nor may the securities be offered or sold, or be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in Malaysia other than (i) a closed end fund approved by the Commission; (ii) a holder of a Capital
Markets Services License; (iii) a person who acquires the securities as principal, if the offer is on terms that the securities may only be acquired at a
consideration of not less than RM250,000 (or its equivalent in foreign currencies) for each transaction; (iv) an individual whose total net personal assets
or total net joint assets with his or her spouse exceeds RM3 million (or its equivalent in foreign currencies), excluding the value of the primary residence
of the individual; (v) an individual who has a gross annual income exceeding RM300,000 (or its equivalent in foreign currencies) per annum in the
preceding twelve months; (vi) an individual who, jointly with his or her spouse, has a gross annual income of RM400,000 (or its equivalent in foreign
currencies), per annum in the preceding twelve months; (vii) a corporation with total net assets exceeding RM10 million (or its equivalent in a foreign
currencies) based on the last audited accounts; (viii) a partnership with total net assets exceeding RM10 million (or its equivalent in foreign currencies);
(ix) a bank licensee or insurance licensee as defined in the Labuan Financial Services and Securities Act 2010; (x) an Islamic bank licensee or takaful
licensee as defined in the Labuan Financial Services and Securities Act 2010; and (xi) any other person as may be specified by the Commission;
provided that, in the each of the preceding categories (i) to (xi), the distribution of the securities is made by a holder of a Capital Markets Services
License who carries on the business of dealing in securities. The distribution in Malaysia of this prospectus is subject to Malaysian laws. This prospectus
does not constitute and may not be used for the purpose of public offering or an issue, offer for subscription or purchase, invitation to subscribe for or
purchase any securities requiring the registration of a prospectus with the Commission under the Capital Markets and Services Act 2007.
People’s Republic of China
This prospectus has not been and will not be circulated or distributed in the PRC, and ADSs may not be offered or sold, and will not be offered or
sold to any person for re-offering or resale, directly or indirectly, to any resident of the PRC except pursuant to applicable laws and regulations of the
PRC.
Qatar
In the State of Qatar, the offer contained herein is made on an exclusive basis to the specifically intended recipient thereof, upon that person’s
request and initiative, for personal use only and shall in no way be construed as a general offer for the sale of securities to the public or an attempt to do
business as a bank, an investment company or otherwise in the State of Qatar. This prospectus and the underlying securities have not been approved or
licensed by the Qatar Central Bank or the Qatar Financial Centre Regulatory Authority or any other regulator in the State of Qatar. The information
contained in this prospectus shall only be shared with any third parties in Qatar on a need to know basis for the purpose of evaluating the contained
offer. Any distribution of this prospectus by the recipient to third parties in Qatar beyond the terms hereof is not permitted and shall be at the liability of
such recipient.
Saudi Arabia
This prospectus may not be distributed in the Kingdom of Saudi Arabia except to such persons as are permitted under the Offers of Securities
Regulations issued by the Capital Market Authority. The Capital Market Authority does not make any representation as to the accuracy or completeness
of this prospectus, and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this
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prospectus. Prospective purchasers of the securities offered hereby should conduct their own due diligence on the accuracy of the information relating to
the securities. If you do not understand the contents of this prospectus you should consult an authorized financial adviser.
Singapore
This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus and any other
document or material in connection with the offer or sale, or invitation for subscription or purchase, of our ADSs may not be circulated or distributed,
nor may our ADSs be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in
Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore, or SFA, (ii) to a
relevant person or any person pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA, and in
accordance with the conditions specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other
applicable provision of the SFA, in each case subject to compliance with conditions set forth in the SFA.
Where our ADSs are subscribed or purchased under Section 275 by a relevant person which is: (a) a corporation (which is not an accredited
investor as defined in Section 4A of the SFA) the sole business of which is to hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor; or (b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary of the trust is an individual who is an accredited investor; shares, debentures and units of shares and debentures of that
corporation or the beneficiaries’ rights and interest (howsoever described) in that trust shall not be transferred within six months after that corporation or
that trust has acquired the ADSs under Section 275 of the SFA, except: (1) to an institutional investor (for corporations under Section 274 of the SFA) or
to a relevant person defined in Section 275(2) of the SFA, or to any person pursuant to an offer that is made on terms that such shares, debentures and
units of shares and debentures of that corporation or such rights and interest in that trust are acquired at a consideration of not less than S$200,000 (or its
equivalent in a foreign currency) for each transaction, whether such amount is to be paid for in cash or by exchange of securities or other assets, and
further for corporations, in accordance with the conditions, specified in Section 275 of the SFA; (2) where no consideration is or will be given for the
transfer; or (3) where the transfer is by operation of law.
Switzerland
The ADSs will not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange, or SIX, or on any other stock exchange or
regulated trading facility in Switzerland. This prospectus has been prepared without regard to the disclosure standards for issuance prospectuses under
art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure standards for listing prospectuses under art. 27 ff. of the SIX Listing Rules or
the listing rules of any other stock exchange or regulated trading facility in Switzerland.
Neither this prospectus nor any other offering or marketing material relating to our company or the ADSs have been or will be filed with or
approved by any Swiss regulatory authority. In particular, this prospectus will not be filed with, and the offer of the ADSs will not be supervised by, the
Swiss Financial Market Supervisory Authority, and the offer of the ADSs has not been and will not be authorized under the Swiss Federal Act on
Collective Investment Schemes (the “CISA”). The investor protection afforded to acquirers of interests in collective investment schemes under the CISA
does not extend to acquirers of the ADSs.
Taiwan
The ADSs have not been and will not be registered or filed with, or approved by, the Financial Supervisory Commission of Taiwan pursuant to
relevant securities laws and regulations and may not be offered or sold in
220

Table of Contents

Taiwan through a public offering or in circumstances which constitute an offer within the meaning of the Securities and Exchange Act of Taiwan or
relevant laws and regulations that require a registration, filing or approval of the Financial Supervisory Commission of Taiwan. No person or entity in
Taiwan has been authorized to offer or sell the ADSs in Taiwan.
United Arab Emirates
This prospectus is not intended to constitute an offer, sale or delivery of shares or other securities under the laws of the United Arab Emirates, or
the UAE. The ADSs have not been and will not be registered under Federal Law No. 4 of 2000 Concerning the Emirates Securities and Commodities
Authority and the Emirates Security and Commodity Exchange, or with the UAE Central Bank, the Dubai Financial Market, the Abu Dhabi Securities
Market or with any other UAE exchange.
The offering, the ADSs and interests therein have not been approved or licensed by the UAE Central Bank or any other relevant licensing
authorities in the UAE, and do not constitute a public offer of securities in the UAE in accordance with the Commercial Companies Law, Federal Law
No. 8 of 1984 (as amended) or otherwise.
In relation to its use in the UAE, this prospectus is strictly private and confidential and is being distributed to a limited number of investors and
must not be provided to any person other than the original recipient, and may not be reproduced or used for any other purpose. The interests in the ADSs
may not be offered or sold directly or indirectly to the public in the UAE.
United Kingdom
Each underwriter has represented and agreed that:
(a) it has only communicated or caused to be communicated and will only communicate or cause to be communicated an invitation or inducement
to engage in investment activity (within the meaning of Section 21 of the Financial Services and Markets Act 2000 (“FSMA”) received by it in
connection with the issue or sale of the ADSs in circumstances in which Section 21(1) of the FSMA does not apply to us; and
(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to the ADSs in,
from or otherwise involving the United Kingdom.
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EXPENSES RELATED TO THIS OFFERING
Set forth below is an itemization of the total expenses, excluding underwriting discounts and commissions, that we expect to incur in connection
with this offering. With the exception of the SEC registration fee, the Financial Industry Regulatory Authority, or FINRA, filing fee, and the [NYSE/
Nasdaq market entry and listing fee], all amounts are estimates.
SEC Registration Fee
FINRA Fee
[NYSE/Nasdaq Market Entry and Listing Fee]
Printing and Engraving Expenses
Legal Fees and Expenses
Accounting Fees and Expenses
Miscellaneous
Total

US$

US$
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LEGAL MATTERS
We are being represented by Skadden, Arps, Slate, Meagher & Flom LLP with respect to certain legal matters as to United States federal securities
and New York State law. The underwriters are being represented by Kirkland & Ellis International LLP with respect to certain legal matters as to United
States federal securities and New York State law. The validity of the Class A ordinary shares represented by the ADSs offered in this offering will be
passed upon for us by Maples and Calder (Hong Kong) LLP. Certain legal matters as to PRC law will be passed upon for us by Han Kun Law Offices
and for the underwriters by Jingtian & Gongcheng. Certain legal matters as to Hong Kong law will be passed upon for us by Guantao & Chow Solicitors
and Notaries. Skadden, Arps, Slate, Meagher & Flom LLP may rely upon Maples and Calder (Hong Kong) LLP with respect to matters governed by
Cayman Islands law and Han Kun Law Offices with respect to matters governed by PRC law. Kirkland & Ellis International LLP may rely upon
Jingtian & Gongcheng with respect to matters governed by PRC law.
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EXPERTS
The financial statements as of December 31, 2017 and 2018, and for each of the two years in the period ended December 31, 2018 included in this
registration statement have been so included in reliance on the report of PricewaterhouseCoopers Zhong Tian LLP, an independent registered public
accounting firm, given on the authority of said firm as experts in auditing and accounting.
The registered business address of PricewaterhouseCoopers Zhong Tian LLP is 6/F DBS Bank Tower, 1318, Lu Jia Zui Ring Road, Pudong New
Area, Shanghai, the People’s Republic of China.
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WHERE YOU CAN FIND ADDITIONAL INFORMATION
We have filed a registration statement, including relevant exhibits, with the SEC on Form F-1 under the Securities Act with respect to the
underlying Class A ordinary shares represented by the ADSs to be sold in this offering. We have also filed a related registration statement on Form F-6
with the SEC to register the ADSs. This prospectus, which constitutes a part of the registration statement on Form F-1, does not contain all of the
information contained in the registration statement. You should read our registration statements and their exhibits and schedules for further information
with respect to us and the ADSs.
Immediately upon the effectiveness of the registration statement on Form F-1 of which this prospectus forms a part, we will become subject to
periodic reporting and other informational requirements of the Exchange Act as applicable to foreign private issuers. Accordingly, we will be required to
file reports, including annual reports on Form 20-F, and other information with the SEC. All information filed with the SEC can be obtained over the
internet at the SEC’s website at www.sec.gov or inspected and copied at the public reference facilities maintained by the SEC at 100 F Street, N.E.,
Washington, D.C. 20549. You can request copies of documents, upon payment of a duplicating fee, by writing to the SEC.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of UCLOUDLINK GROUP INC.
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of UCLOUDLINK GROUP INC. and its subsidiaries (the “Company”) as of
December 31, 2018 and 2017, and the related consolidated statements of comprehensive loss, of changes in shareholders’ (deficit) equity and of cash
flows for the years then ended, including the related notes (collectively referred to as the “consolidated financial statements”). In our opinion, the
consolidated financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2018 and 2017, and
the results of its operations and its cash flows for the years then ended in conformity with accounting principles generally accepted in the United States
of America.
Basis for Opinion
These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the
Company’s consolidated financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits of these consolidated financial statements in accordance with the standards of the PCAOB and in accordance with
auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud.
Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether due to
error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the
amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. We believe that our audits
provide a reasonable basis for our opinion.
/s/ PricewaterhouseCoopers Zhong Tian LLP
Shenzhen, the People’s Republic of China
May 24, 2019
We have served as the Company’s auditor since 2017.
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UCLOUDLINK GROUP INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(Amounts expressed in thousands of US$, except
for number of shares and per share data)

Note

Revenues
Revenues from services
Sales of products
Cost of revenues
Cost of services
Cost of products sold
Gross profit
Research and development expenses
Sales and marketing expenses
General and administrative expenses
Other income, net
Loss from operations
Interest income
Interest expense
Loss before income tax
Income tax expenses
Share of loss in equity method investment, net of tax
Net loss
Accretion of Series A-2 ordinary shares and Series A Preferred Shares
Allocation to Series A-2 ordinary shares
Net loss attributable to ordinary shareholders of the Company

5

6

7

9

Net loss
Other comprehensive income/(loss), net of tax
Foreign currency translation adjustment
Total comprehensive loss
Net loss per share attributable to ordinary shareholders of the Company
Basic and diluted
Weighted average number of ordinary shares used in computing net loss per share
Basic and diluted
The accompanying notes form an integral part of these consolidated financial statements.
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Years ended December 31,
2017
2018

85,845
67,142
18,703
(56,313)
(40,621)
(15,692)
29,532
(13,255)
(17,673)
(16,186)
1,447
(16,135)
174
(3,299)
(19,260)
—
—
(19,260)
(3,121)
1,431
(20,950)

126,399
88,448
37,951
(80,244)
(46,074)
(34,170)
46,155
(20,401)
(29,658)
(19,919)
658
(23,165)
435
(3,385)
(26,115)
—
(442)
(26,557)
(2,209)
—
(28,766)

(19,260)

(26,557)

91
(19,169)

(537)
(27,094)

(0.17)

(0.16)

124,473,486

185,370,982
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UCLOUDLINK GROUP INC.
CONSOLIDATED BALANCE SHEETS

(Amounts expressed in thousands of US$, except
for number of shares and per share data)

Note

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net
Inventories
Prepayments and other current assets
Total current assets
Non-current assets:
Property and equipment, net
Intangible assets, net
Total non-current assets
Total assets
Liabilities
Current liabilities:
Short term borrowings
Accrued expenses and other liabilities (including US$11,948 thousands and US$9,818 thousands
from the consolidated VIEs, without recourse to the Company as of December 31, 2017 and
2018, respectively)
Accounts payables (including US$8,575 thousands and US$4,964 thousands from the consolidated
VIEs, without recourse to the Company as of December 31, 2017 and 2018, respectively)
Amounts due to related parties
Contract liabilities (including US$1,093 thousands and US$1,930 thousands from the consolidated
VIEs, without recourse to the Company as of December 31, 2017 and 2018, respectively)
Total current liabilities
Non-current liabilities:
Convertible bonds
Long term borrowing
Total non-current liabilities
Total liabilities
Commitments and contingencies
Mezzanine equity
Series A redeemable convertible preferred shares (“Series A Preferred Shares”) (US$0.00005 par
value; 29,000,000 shares authorized, and 29,000,000 shares issued and outstanding as of
December 31, 2017 and 2018)
Total mezzanine equity
F-4

2018
Pro forma
(Unaudited)
(Note 29)

2017

2018

12
13
14
15
16

49,102
7,704
13,676
4,986
8,086
83,554

36,464
163
16,631
12,020
10,423
75,701

36,464
163
16,631
12,020
10,423
75,701

18
19

5,615
156
5,771
89,325

4,188
616
4,804
80,505

4,188
616
4,804
80,505

21

768

3,365

3,365

20

15,849

18,755

18,755

20

10,286
—

12,673
2,970

12,673
2,970

2,542
29,445

3,940
41,703

3,940
41,703

70,254
—
70,254
99,699

—
1,766
1,766
43,469

—
1,766
1,766
43,469

18,228
18,228

20,437
20,437

—
—

22
23

25

9
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UCLOUDLINK GROUP INC.
CONSOLIDATED BALANCE SHEETS (CONTINUED)

(Amounts expressed in thousands of US$, except
for number of shares and per share data)

Shareholders’ (deficit) equity
Ordinary shares (US$0.00005 par value; 971,000,000 shares authorized; and 197,447,680 and
232,451,900 shares issued as of December 31, 2017 and 2018, respectively; 149,318,791 and
228,749,678 shares outstanding as of December 31, 2017 and 2018, respectively, 135,676,698
Class A and 122,072,980 Class B shares outstanding as of December 31, 2018 on a pro forma
basis)
Additional paid-in capital
Treasury shares (US$0.00005 par value; 24,315,080 shares as of December 31, 2017 and nil shares
as of December 31, 2018)
Accumulated other comprehensive income
Accumulated losses
Total shareholders’ (deficit) equity
Total liabilities, mezzanine equity and shareholders’ (deficit) equity
The accompanying notes are an integral part of these consolidated financial statements.
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2018

2018
Pro forma
(Unaudited)
(Note 29)

Note

2017

8,10

7
49,972

11
121,189

12
141,794

8

—
137
(78,718)
(28,602)
89,325

—
674
(105,275)
16,599
80,505

—
674
(105,444)
37,036
80,505
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UCLOUDLINK GROUP INC.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ (DEFICIT) EQUITY
(Amounts expressed in thousands of US$, except for number of
shares and per share data)

Ordinary shares
Shares

Balance as of January 1, 2017
105,019,664
Foreign currency translation adjustment
—
Net loss for the year
—
Issuance of ordinary shares held as treasury shares
—
Vesting of Restricted Shares held by certain senior
management
44,426,667
Repurchase and cancellation of ordinary shares
(8,630,140)
Accretion of Series A Preferred Shares
—
Accretion of Series A-2 ordinary shares
—
Expiration of redemption right of Series A-2 ordinary
shares
8,502,600
Balance as of December 31, 2017
149,318,791
(Amounts expressed in thousands of US$, except for
number of shares and per share data)

Balance as of January 1, 2018
Foreign currency translation adjustment
Net loss for the year
Issuance of ordinary shares held as treasury
shares
Cancellation of treasury shares
Vesting of Restricted Shares held by certain
senior management
Conversion of convertible bonds to ordinary
shares
Accretion of Series A Preferred Shares
Balance as of December 31, 2018

Ordinary shares

Amount

Additional
paid-in capital

5
—
—
—

44,314
—
—
—

2
—
—
—

5,578
(8,299)
(1,921)
(1,200)

—
7

11,500
49,972

Amount

Additional
paid-in capital

149,318,791
—
—

7
—
—

49,972
—
—

—

—
—

—
—

44,426,667

2

2,280

35,004,220
—
228,749,678

2
—
11

Shares

Shares

Amount

Cumulative
translation
adjustments

20,000,000
—
—
4,315,080

—
—
—
—

228
(91)
—
—

—
—
—
—

—
—
—
—

—
—
—
—

—
24,315,080

—
—

—
137

Accumulated
losses

(59,458)
—
(19,260)
—
—
—
—
—
—
(78,718)

Total deficit

(14,911)
(91)
(19,260)
—
5,580
(8,299)
(1,921)
(1,200)
11,500
(28,602)

Amount

Cumulative
Translation
Adjustments

24,315,080
—
—

—
—
—

137
537
—

31,665,280
(55,980,360)

—
—

—
—

—
—

—
—

—

—

—

—

2,282

—
—
—

—
—
—

—
—
674

Treasury shares
Shares

71,146
(2,209)
121,189

The accompanying notes form an integral part of these consolidated financial statements.
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Treasury shares

Accumulated
losses

(78,718)
—
(26,557)

—
—
(105,275)

Total (deficit)
equity

(28,602)
537
(26,557)

71,148
(2,209)
16,599
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UCLOUDLINK GROUP INC.
CONSOLIDATED STATEMENT OF CASH FLOWS
Years ended
December 31,
2017
2018

(Amounts expressed in thousands of US$ except for
number of shares and per share data)
Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities
Provision for bad debts
Impairment for inventory obsolescence
Depreciation of property and equipment
Amortization of intangible assets
Gain on disposals of property and equipment
Loss on disposals of intangible assets
Interest expense
Share-based compensation
Share of loss in equity method investments
Foreign currency exchange (gains)/losses, net
Changes in operating assets and liabilities:
Accounts receivables
Prepayments and other current assets
Inventories
Accrued expenses, accounts payable and other liabilities
Amounts due to related parties
Contract liabilities
Net cash used in operating activities
Cash flows from investing activities
Purchase of property and equipment
Purchase of intangible assets
Proceeds from disposal of property and equipment
Cash paid for equity investment
Proceeds from disposal of short-term investment
Net cash used in investing activities
Cash flows from financing activities
Repurchase of series A-1 ordinary shares
Proceeds from long-term borrowing
Repayment of long-term borrowing
Proceeds from issuance of convertible bonds
Proceeds from bank borrowings
Repayments of bank borrowings
Repayment of loans from related parties
Net cash generated from financing activities
Increase/(decrease) in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of year
Effect of exchange rates on cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at end of year
Supplemental disclosure of cash flow information
Interest paid
Supplemental disclosure on non-cash investing and financing activities:
—Convertible bonds conversion into ordinary shares
—Acquisition of property and equipment in form of other payables
—Accretion of Series A-2 ordinary shares and Series A Preferred Shares

The accompanying notes are an integral part of these consolidated financial statements.
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(19,260)

(26,557)

108
275
5,676
22
(332)
—
3,299
5,580
—
(895)

114
772
5,227
89
(542)
33
3,385
2,282
442
543

(7,993)
(3,433)
(3,800)
13,793
(517)
259
(7,218)

(3,061)
(2,317)
(7,806)
3,598
2,970
1,356
(19,472)

(6,650)
(22)
383
—
1,333
(4,956)

(4,540)
(607)
1,020
(442)
—
(4,569)

(8,298)
—
—
70,000
6,517
(8,241)
(545)
59,433
47,259
9,127
420
56,806

—
4,362
(273)
—
6,107
(5,775)
—
4,421
(19,620)
56,806
(559)
36,627

(3,151)

(3,225)

—
274
(3,121)

71,148
188
(2,209)
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UCLOUDLINK GROUP INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2018
(AMOUNTS IN US$ UNLESS OTHERWISE STATED)
1.

Organization and principal activities

(a)

Organization and principal activities

UCLOUDLINK GROUP INC. (the “Company”) was incorporated in the Cayman Islands on 25 August 2014 as an exempted company with
limited liability under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands. The Company through its
consolidated subsidiaries and consolidated variable interest entities (the “VIE”) (collectively, the “Group”) is principally engaged in the provision of
data connectivity services and sales of Wi-Fi terminals and data related products to enable personal and enterprise users to access mobile internet in
more than 100 countries and areas. Due to the legal restrictions of the People’s Republic of China (the “PRC”) on foreign ownership and investment in
such business, the Company conducts its primary business operations in the PRC through its VIEs.
(b)

Principal subsidiaries and VIEs
As of December 31, 2018, the details of the Company’s principal subsidiaries and VIEs were as follows:

Entity

Place of
incorporation

Date of
incorporation

Relationship

UCLOUDLINK (HK) LIMITED

% of direct
or indirect
economic
ownership

Hong Kong

2 September 2014

Subsidiary

100%

Holding company

HONGKONG UCLOUDLINK
NETWORK TECHNOLOGY
LIMITED

Principal activities

Hong Kong

25 October 2010

Subsidiary

100%

Holding company, information
technology services and sales of
terminals and data related
products

Shenzhen Ucloudlink Technology
Limited

PRC

9 July 2015

Subsidiary

100%

Technology research
and development

Shenzhen uCloudlink Co.,Ltd.

PRC

7 June 2018

Subsidiary

100%

Hardware exportation

Beijing uCloudlink Technology Co., Ltd.
(“Beijing uCloudlink”)

PRC

29 January 2015

Subsidiary

100%

Holding company

Singapore

15 May 2017

Subsidiary

100%

Sales and marketing

UCLOUDLINK (UK) CO. LTD

UK

13 October 2014

Subsidiary

100%

Sales and marketing

Ucloudlink (America), Ltd.

USA

1 August 2016

Subsidiary

100%

Sales and marketing

UCLOUDLINK SDN.BHD.

Malaysia

24 August 2017

Subsidiary

100%

Sales and marketing

Japan

7 March 2018

Subsidiary

100%

Sales and marketing

UCLOUDLINK (SINGAPORE) PTE.
LTD.

uCloudlink Japan Co.,Ltd.
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1.

Organization and principal activities (Continued)

(b)

Principal subsidiaries and VIEs (Continued)

Entity

Shenzhen uCloudlink Network
Technology Co., Ltd (“Shenzhen
uCloudlink”)

Place of
incorporation

Date of
incorporation

PRC

14 August 2014

Beijing uCloudlink New Technology
Co.,Ltd.(“Beijing Technology”)
PRC
(c)

15 November 2014

Relationship

Consolidated
VIE

Consolidated
VIE

% of direct
or indirect
economic
ownership

100%

100%

Principal activities

Holder of value-added
telecommunications services
license, information technology
services and sales of terminals and
data related products
Information technology services
and sales of terminals and data
related products

Variable Interest Entities

The Company has entered into certain exclusive technical services agreements with certain PRC domestic companies, which entitle it to receive a
majority of their residual returns and make it obligatory for the Company to absorb a majority of the risk of losses from their activities. In addition, the
Company has entered into certain agreements with the equity holders of these PRC domestic companies, including loan agreements that require them to
contribute registered capital to those PRC domestic companies, exclusive call option agreements to acquire the equity interests in these companies when
permitted by the PRC laws, rules and regulations, equity pledge agreements of the equity interests held by those equity holders, and proxy agreements
that irrevocably authorize individuals designated by the Company to exercise the equity owner’s rights over these PRC domestic companies.
Details of the typical structure of the Group’s significant VIEs are set forth below:
(i)

VIE agreements amongst Beijing uCloudlink, Shenzhen uCloudlink and its nominee shareholder

The following is a summary of the contractual arrangements entered among Beijing uCloudlink, Shenzhen uCloudlink and its nominee
shareholder:
•

Exclusive Technology Support and Technology Services Agreement

Under the exclusive technology support and technology services agreement between Beijing uCloudlink and Shenzhen uCloudlink, Beijing
uCloudlink has the exclusive right to provide to Shenzhen uCloudlink technology support and technology services related to all technologies needed for
its business. Beijing uCloudlink owns the exclusive intellectual property rights created as a result of the performance of this agreement. The service fee
payable by Shenzhen uCloudlink to Beijing uCloudlink is determined by the revenue of Shenzhen uCloudlink less the expenditures incurred for
operation and capital purpose. The term of this agreement will expire only upon the liquidation of Shenzhen uCloudlink.
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1.

Organization and principal activities (Continued)

(c)

Variable Interest Entities (Continued)
(i)

VIE agreements amongst Beijing uCloudlink, Shenzhen uCloudlink and its nominee shareholder (Continued)

•

Exclusive Business Operation Agreement

Under the exclusive business operation agreement among Beijing uCloudlink, Shenzhen uCloudlink and Beijing Technology, which is the sole
shareholder of Shenzhen uCloudlink, Shenzhen uCloudlink and Beijing Technology undertake that without Beijing uCloudlink’s prior written consent,
Shenzhen uCloudlink shall not enter into any transactions that may have a material effect on Shenzhen uCloudlink’s assets, business, personnel,
obligations, rights or business operations. Shenzhen uCloudlink and Beijing Technology agree that to the extent permitted by law, they will accept and
unconditionally execute instructions from Beijing uCloudlink on business operations. Shenzhen uCloudlink and Beijing Technology also agree to elect
directors nominated by Beijing uCloudlink and such directors shall nominate officers designated by Beijing uCloudlink. The business operation
agreement will remain effective until the end of the dissolution of Shenzhen uCloudlink and Beijing Technology correspondingly, the term of which will
be extended if Beijing uCloudlink’s business term is extended or as required by Beijing uCloudlink.
•

Exclusive Option Agreement

The parties to the exclusive option agreement are Beijing uCloudlink, Shenzhen uCloudlink and the shareholder of Shenzhen uCloudlink. Under
the exclusive option agreement, the shareholder of Shenzhen uCloudlink irrevocably granted Beijing uCloudlink or its designated representative(s) an
exclusive option to purchase all or part of his or its equity interests in Shenzhen uCloudlink at a consideration of RMB1 or any lower price to the extent
permitted under PRC law. Beijing uCloudlink or its designated representative(s) have sole discretion as to when to exercise such options, either in part
or in full. Without Beijing uCloudlink’s prior written consent, Shenzhen uCloudlink’s shareholder shall not sell, transfer, mortgage or otherwise dispose
his equity interests in Shenzhen uCloudlink. The term of this agreement will expire only when the total assets of Shenzhen uCloudlink have been
acquired by Beijing uCloudlink.
•

Powers of Attorney

Pursuant to the irrevocable power of attorney executed by each shareholder of Shenzhen uCloudlink, each such shareholder appointed Beijing
uCloudlink as its attorney-in-fact to exercise such shareholders’ rights in Shenzhen uCloudlink, including, without limitation, the power to vote on its
behalf on all matters of Shenzhen uCloudlink requiring shareholder approval under PRC laws and regulations and the articles of association of Shenzhen
uCloudlink. Each power of attorney will remain in force until the termination of the Exclusive Business Cooperation Agreement.
•

Equity Interest Pledge Agreement

Pursuant to the share pledge agreement among Beijing uCloudlink, Shenzhen uCloudlink and the shareholder of Shenzhen uCloudlink, the
shareholder of Shenzhen uCloudlink has pledged all of their equity interests in Shenzhen uCloudlink to Beijing uCloudlink to guarantee the performance
by Shenzhen uCloudlink and its shareholders’ performance of their respective obligations under the exclusive business cooperation agreement, exclusive
option agreement, exclusive technology support and technology services agreement and
F-10

Table of Contents

UCLOUDLINK GROUP INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2018
(AMOUNTS IN US$ UNLESS OTHERWISE STATED)
1.

Organization and principal activities (Continued)

(c)

Variable Interest Entities (Continued)
(i)

VIE agreements amongst Beijing uCloudlink, Shenzhen uCloudlink and its nominee shareholder (Continued)

powers of attorney. If Shenzhen uCloudlink and/or its shareholders breach their contractual obligations under those agreements, Beijing uCloudlink, as
pledgee, will be entitled to certain rights, including the right to sell the pledged equity interests.
(ii)

VIE agreements among Beijing uCloudlink, Beijing Technology and its nominee shareholders

The following is a summary of the contractual arrangements entered among Beijing uCloudlink, Beijing Technology and its nominee
shareholders:
•

Exclusive Technology Support and Technology Services Agreement

Under the exclusive technology support and technology services agreement between Beijing uCloudlink and Beijing Technology, Beijing
uCloudlink has the exclusive right to provide to Beijing Technology technology support and technology services related to all technologies needed for
its business. Beijing uCloudlink owns the exclusive intellectual property rights created as a result of the performance of this agreement. The service fee
payable by Beijing Technology to Beijing uCloudlink is determined by the revenue of Beijing Technology generated less the expenditures incurred for
operation and capital purpose. The term of this agreement will expire only upon the liquidation of Beijing Technology.
•

Exclusive Business Operation Agreement

Beijing uCloudlink, Beijing Technology and the shareholders of Beijing Technology entered into exclusive business operation agreement under
which Beijing Technology engages Beijing uCloudlink as its exclusive provider of technology support, business support and consulting services. Beijing
Technology shall pay to Beijing uCloudlink service fees, which is determined by the revenue of Beijing Technology less the expenditures incurred for
operation and capital purpose. Beijing uCloudlink shall have exclusive and proprietary rights and interests in all rights, ownership, interests and
intellectual properties arising from the performance of the agreement. During the term of the agreement, Beijing Technology shall not accept any
consultations and/or services provided by any third party and shall not cooperate with any third party for the provision of identical or similar services
without prior consent of Beijing uCloudlink. The term of this agreement will expire only upon the liquidation of Beijing Technology or may be
cancelled at Beijing uCloudlink’s sole discretion.
•

Exclusive Purchase Option Agreement

Under the exclusive purchase option agreement, the nominee shareholders of Beijing Technology have granted Beijing uCloudlink or its
designated representative(s) irrevocably an exclusive option to purchase, to the extent permitted under PRC law, all or part of their equity interests in
Beijing Technology at the lowest price permitted by the laws of the PRC applicable at the time of exercise. Beijing uCloudlink or its designated
representative(s) have sole discretion as to when to exercise such options, either in part or in full. Without Beijing uCloudlink’s prior written consent, the
nominee shareholders shall not sell, transfer, mortgage or otherwise dispose their equity interests in Beijing Technology. The term of this agreement will
expire only when the total assets of Beijing Technology have been acquired by Beijing uCloudlink.
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Organization and principal activities (Continued)

(c)

Variable Interest Entities (Continued)
(ii)

VIE agreements among Beijing uCloudlink, Beijing Technology and its nominee shareholders (Continued)

•

Power of Attorney

Pursuant to the irrevocable power of attorney, Beijing uCloudlink is authorized by each of the nominee shareholders as its attorney-in-fact to
exercise such nominee shareholders’ rights in Beijing Technology , including, without limitation, the power to vote on its behalf on all matters of
Beijing Technology requiring nominee shareholder approval under PRC laws and regulations and the articles of association of Beijing Technology and
rights to information relating to all business aspects of Beijing Technology . Each power of attorney will remain in force until the termination of the
Exclusive Business Cooperation Agreement.
•

Equity Interest Pledge Agreement

Pursuant to the equity pledge agreement, the nominee shareholders of Beijing Technology have pledged all of their equity interests in Beijing
Technology to Beijing uCloudlink to guarantee the performance by Beijing Technology and its nominee shareholders’ performance of their respective
obligations under the exclusive business cooperation agreement, exclusive purchase option agreement, and powers of attorney. The nominee
shareholders shall not transfer or assign the equity interests, the rights and obligations in the equity pledge agreement or create or permit to create any
pledges which may have an adverse effect on the rights or benefits of Beijing uCloudlink without Beijing uCloudlink’s written consent. If Beijing
Technology and/or its nominee shareholders breach their contractual obligations under those agreements, Beijing uCloudlink, as pledgee, will be entitled
to certain rights, including the right to sell the pledged equity interests.
Through the aforementioned contractual agreements, Shenzhen uCloudlink and Beijing Technology are considered VIEs and Beijing uCloudlink
is the primary beneficiary because the Company, through Beijing uCloudlink has the ability to:
•

exercise effective control over Shenzhen uCloudlink and Beijing Technology;

•

receive substantially all of the economic benefits and residual returns, and absorb substantially all the risks and expected losses from these
VIEs as if it were their sole shareholder; and

•

have an exclusive option to purchase all of the equity interests in these VIEs.

(iii)

Risks in relation to the VIE structure

In accordance with various contractual agreements, the Company has the power to direct the activities of the VIEs and can have assets transferred
out of the VIEs. Therefore, the Company considers that there are no assets in the respective VIEs that can be used only to settle obligations of the
respective VIEs, except for the registered capital of the VIEs amounting to approximately US$1.1 million and US$1.8 million, as of December 31, 2017
and 2018, respectively. As the respective VIEs are incorporated as limited liability companies under the PRC Company Law, creditors do not have
recourse to the general credit of the Company for the liabilities of the respective VIEs. There is currently no contractual arrangement that would require
the Company to provide additional financial support to the VIEs. As the Company is conducting certain businesses in the PRC through the VIEs, the
Company may provide additional financial support on a discretionary basis in the future, which could expose the Company to a loss.
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Organization and principal activities (Continued)

(c)

Variable Interest Entities (Continued)
(iii)

Risks in relation to the VIE structure (Continued)

There is no VIE in the Group where the Company or any subsidiary has a variable interest but is not the primary beneficiary.
In the opinion of the Company’s management, the contractual arrangements among its subsidiary, the VIEs and their respective nominee
shareholders are in compliance with the current PRC laws and are legally binding and enforceable. However, uncertainties in the interpretation and
enforcement of the PRC laws, regulations and policies could limit the Company’s ability to enforce these contractual arrangements. As a result, the
Company may be unable to consolidate the VIEs in the consolidated financial statements.
In January 2015, the Ministry of Commerce (“MOFCOM”), released for public comment a proposed PRC law, the Draft Foreign Investment
Enterprises (“FIE”) Law, that appears to include VIEs within the scope of entities that could be considered to be FIEs, that would be subject to
restrictions under existing PRC law on foreign investment in certain categories of industry. Specifically, the Draft FIE Law introduces the concept of
“actual control” for determining whether an entity is considered to be an FIE. In addition to control through direct or indirect ownership or equity, the
Draft FIE Law includes control through contractual arrangements within the definition of “actual control”. If the Draft FIE Law is passed by the
People’s Congress of the PRC and goes into effect in its current form, these provisions regarding control through contractual arrangements could be
construed to include the Company’s contractual arrangements with its VIEs, and as a result, the Group’s VIEs could become explicitly subject to the
current restrictions on foreign investment in certain categories of industry. The Draft FIE Law includes provisions that would exempt from the definition
of FIEs where the ultimate controlling shareholders are either entities organized under PRC law or individuals who are PRC citizens. The Draft FIE Law
is silent as to what type of enforcement action might be taken against existing VIEs, that operates in restricted or prohibited industries and is not
controlled by entities organized under PRC law or individuals who are PRC citizens. If the restrictions and prohibitions on FIEs included in the Draft
FIE Law are enacted and enforced in their current form, the Company’s ability to use the contractual arrangements with its VIEs and the Company’s
ability to conduct business through the VIEs could be severely limited.
The Company’s ability to control the VIEs also depends on the power of attorney exercised by Beijing uCloudlink to vote on all matters requiring
shareholders’ approvals in the VIEs. As noted above, the Company believes these power of attorney are legally binding and enforceable but may not be
as effective as direct equity ownership. In addition, if the Company’s corporate structure or the contractual arrangements with the VIEs were found to be
in violation of any existing PRC laws and regulations, the PRC regulatory authorities could, within their respective jurisdictions:
•

revoke the Company’s business and operating licenses;

•

require the Company to discontinue or restrict its operations;

•

restrict the Company’s right to collect revenues;

•

require the Company to restructure its operations, re-apply for the necessary licenses or relocate the Company’s businesses, staff and
assets;

•

impose additional conditions or requirements with which the Company may not be able to comply; or

•

take other regulatory or enforcement actions against the Company that could be harmful to the Group’s business.
F-13

Table of Contents

UCLOUDLINK GROUP INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2018
(AMOUNTS IN US$ UNLESS OTHERWISE STATED)
1.

Organization and principal activities (Continued)

(c)

Variable Interest Entities (Continued)
(iii)

Risks in relation to the VIE structure (Continued)

The imposition of any of these restrictions or actions may result in a material adverse effect on the Company’s ability to conduct its business. In
addition, if the imposition of any of these restrictions causes the Company to lose the right to direct the activities of the VIEs or the right to receive their
economic benefits, the Company would no longer be able to consolidate the financial statements of the VIEs. In the opinion of management, the
likelihood of losing the benefits in respect of the Company’s current ownership structure or the contractual arrangements with its VIEs is remote.
Refer to Note 2.3 for the consolidated financial information of the Company’s VIEs as of December 31, 2017 and 2018.
2.

Summary of significant accounting policies

2.1

Basis of presentation

The accompanying consolidated financial statements are prepared in accordance with accounting principles generally accepted in the
United States of America (“U.S. GAAP”). Significant accounting policies followed by the Group in the preparation of the accompanying consolidated
financial statements are summarized below.
2.2

Use of estimates

The preparation of the consolidated financial statements in conformity with U.S. GAAP requires the Group to make estimates and assumptions
that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as of the date of the consolidated financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates, and such
differences may be material to the consolidated financial statements. Significant accounting estimates reflected in the Company’s consolidated financial
statements include legal contingencies, share-based compensation and realization of deferred tax assets. The Group bases its estimates on historical
experience and on various other assumptions that are believed to be reasonable, the results of which form the basis for making judgments about the
carrying values of assets and liabilities.
2.3

Consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries, which include the wholly-foreign
owned enterprises (“WFOE”) and variable interest entities (“VIEs”) over which the Company is the primary beneficiary. All transactions and balances
among the Company and its subsidiaries have been eliminated upon consolidation. The results of subsidiaries acquired or disposed of are recorded in the
consolidated statements of comprehensive loss from the effective date of acquisition or up to the effective date of disposal, as appropriate.
A subsidiary is an entity in which (i) the Company directly or indirectly controls more than 50% of the voting power; or (ii) the Company has the
power to appoint or remove the majority of the members of the board of directors or to cast a majority of votes at the meeting of the board of directors or
to govern the financial and operating policies of the investee pursuant to a statute or under an agreement among the shareholders or equity
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Summary of significant accounting policies (Continued)

2.3

Consolidation (Continued)

holders. A VIE is required to be consolidated by the primary beneficiary of the entity if the equity holders in the entity do not have the characteristics of
a controlling financial interest or do not have sufficient equity at risk for the entity to finance its activities without additional subordinated financial
support from other parties.
Due to legal restrictions on foreign ownership and investment in commercial internet content provider or other value-added telecommunication
service through certain PRC domestic companies, the equity interests of certain PRC domestic companies are held by PRC citizens or by PRC entities
owned and/or controlled by PRC citizens. Specifically, the PRC domestic companies that are material to the Group’s businesses are Beijing Technology
and Shenzhen uCloudlink.
The following table sets forth the assets, liabilities, results of operations and changes in cash and cash equivalents of the VIEs taken as a whole,
which were included in the Company’s consolidated financial statements with intercompany balances and transactions eliminated between the VIEs:
As of December 31,
2017
2018
(in thousands of US$)

Cash and cash equivalents
Accounts receivable, net
Amounts due from non-VIE subsidiaries of the Company
Property and equipment and intangible assets
Others
Total assets
Short term borrowings
Amounts due to non-VIE subsidiaries of the Company
Accrued expenses, account payable and other liabilities
Contract liabilities
Long term borrowing
Total liabilities

8,152
12,245
891
4,932
13,140
39,360
—
30,360
20,523
1,093
—
51,976

4,016
13,736
4,198
3,092
13,943
38,985
3,365
48,381
14,782
1,930
1,766
70,224

Year ended December 31,
2017
2018
(in thousands of US$)

Revenue (note)
Net loss (note)
Net cash provided by/(used in) operating activities
Net cash (used in)/provided by investing activities
Net cash (used in)/provided by financing activities

64,266
(11,414)
11,472
(4,417)
(1,575)

89,366
(20,102)
(8,816)
371
4,309

Note:

Revenue and net loss incurred by the VIEs are primarily from the provision of data connectivity services, as well as sales of Wi-Fi terminals and
sales of data related products.
The VIEs did not have any material related party transactions except for the related party transactions which are disclosed in Note 24 or elsewhere
in these consolidated financial statements, and those transactions with other subsidiaries that are not VIEs, which were eliminated upon consolidation.
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2.3

Consolidation (Continued)

Under the contractual arrangements with the VIEs, the Company has the power to direct activities of the VIEs and can have assets transferred out
of the VIEs under its control. Therefore, the Company considers that there is no asset in any of the VIEs that can be used only to settle obligations of the
VIEs, except for registered capital. As all VIEs are incorporated as limited liability companies under the Company Law of the PRC, creditors of the
VIEs do not have recourse to the general credit of the Company for any of the liabilities of the VIEs.
Currently there is no contractual arrangement which requires the Company to provide additional financial support to the VIEs. However, as the
Company conducts its businesses primarily based on the licenses and approvals held by its VIEs, the Company has provided and will continue to
provide financial support to the VIEs considering the business requirements of the VIEs, as well as the Company’s own business objectives in the future.
Unrecognized revenue-producing assets held by the VIEs include certain internet value added services provision and other licenses. The internet
value added services provision and other licenses are required under relevant PRC laws, rules and regulations for the operation of internet businesses in
the PRC, and therefore are integral to the Group’s operations. The internet content provision licenses require that core PRC trademark registrations and
domain names are held by the VIEs that provide the relevant services.
2.4

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision maker (the “CODM”),
which is comprised of the executive directors of the Company. The Group has only one operating and reportable segment. The Group’s long-lived assets
are substantially all located in the PRC.
2.5

Foreign currency translation

The functional currency of the Company is US$. The Company’s subsidiaries with operations in the PRC, Hong Kong and other jurisdictions
generally use their respective local currencies as their functional currencies. The reporting currency of the Company is US$. The financial statements of
the Company’s subsidiaries, other than the subsidiaries with the functional currency of US$, are translated into US$ using the exchange rate as of the
balance sheet date for assets and liabilities and the average daily exchange rate for each month for income and expense items. Translation gains and
losses are recorded in accumulated other comprehensive income or loss as a component of shareholders’ equity.
In the financial statements of the Company’s subsidiaries, transactions in currencies other than the functional currency are measured and recorded
in the functional currency using the exchange rate in effect at the date of the transaction. At the balance sheet date, monetary assets and liabilities that
are denominated in currencies other than the functional currency are translated into the functional currency using the exchange rate at the balance sheet
date. All gains and losses arising from foreign currency transactions are recorded in the consolidated statements of comprehensive loss during the period
in which they occur.
2.6

Convertible bonds

The Group determines the accounting of its convertible bonds in accordance with the terms in relation to the conversion feature and beneficial
conversion feature, as applicable. After considering the impact of such features,
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Summary of significant accounting policies (Continued)

2.6

Convertible bonds (Continued)

the Group may account for such instrument as a liability in its entirety, or separate the instrument into debt and equity components following the
respective guidance described under ASC 815 “Derivatives and Hedging” and ASC 470 “Debt”. The debt discount, if any, together with related issuance
cost are subsequently amortized as interest expense, using the effective interest method, from the issuance date to the earliest conversion date. Interest
expenses are recognized in the statement of comprehensive loss in the period in which they are incurred.
2.7

Mezzanine equity

Mezzanine equity represents the (i) Series A Preferred Shares and (ii) redeemable Series A-2 ordinary shares issued by the Company. The Series
A Preferred Shares are redeemable at the holders’ option any time after a certain date and were contingently redeemable upon the occurrence of certain
liquidation events outside of the Group’s control. Therefore, the Group classifies the Series A Preferred Shares as mezzanine equity. The Series A-2
ordinary shares were initially accounted as mezzanine equity because of the redemption feature embedded at the holders’ option, while upon the
expiration of the redemption right at December 31, 2017, the Series A-2 redeemable ordinary shares were transferred to ordinary shares.
In accordance with ASC 480-10, the mezzanine equity was initially measured based on its fair value at date of issue. Since the Series A Preferred
Shares will be redeemable at the holder’s option after 5 years from issuance if the Series A Preferred Shares are not converted, either voluntarily or
automatically upon a qualified initial public offering (“Qualified IPO”), the Group accretes changes in the redemption value over the period from the
date of issuance to the earliest redemption date of the instrument using the effective interest method.
Increase in carrying amount shall be recorded as charges against retained earnings or, in the absence of retained earnings, by charges against
additional paid-in capital.
2.8

Revenue recognition

Revenue is principally generated by the provision of data connectivity services and the sales of terminals and sales of data related products.
Revenue represents the fair value of the consideration received or receivable for the sales of goods and the provision of services in the ordinary course
of the Group’s activities and is recorded net of value-added tax (“VAT”). The Group recognizes revenue in accordance with ASC 606 “Revenue from
Contracts with Customers” for all years presented with full retrospective method.
The Group conducts its business through various contracts with customers, including:
(i)

Data connectivity services
The Group generates international data connectivity services revenues from (i) data service fees from the use of portable Wi-Fi
terminals (under its brand of “Roamingman”), (ii) data service fees generated from sales of data connectivity services to enterprise
customers, and (iii) retail sales of data connectivity services.
The Group also generates local data connectivity services revenues from (i) data service fees generated from sales of data
connectivity services to enterprise customers and (ii) retail sales of data connectivity services.
For data connectivity services from the use of portable Wi-Fi terminals, the Group determines that the arrangement involves the
leasing of portable Wi-Fi terminals with data connectivity services
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2.8

Revenue recognition (Continued)
(i)

Data connectivity services (Continued)
embedded. The Group determines that it is the lessor in the arrangement which contains an equipment lease component and a service nonlease component. The Group further determines that lease component is an operating lease under ASC 840, and that the operating lease
component and service component are delivered over the same time and pattern. Therefore, the lease income and service income are
recognized as data connectivity services revenue evenly over the service period.
The Group evaluates and determines that it is the principal. For data connectivity services from the use of portable Wi-Fi terminals
and retail sales of data connectivity services, the Group views users as its customers. For data connectivity services generated from sales of
data connectivity services to enterprise customers, the Group views enterprise customers as its customers. The Group reports data
connectivity services revenues on gross basis. Accordingly, the amounts paid for data connectivity services by customers are recorded as
revenues and the related commission fees paid to its agents (mainly travel agents and other online distributors) are recorded as cost of
revenues. Where the Group is the principal, it controls the data before the data connectivity service is provided to customers. Its control is
evidenced by the inventory risk borne by the Group and the Group’s ability to direct the use of the data, and is further supported by the
Group being primarily responsible to customers and having the discretion in establishing pricing.
Data connectivity services offered to customers typically provide unlimited data usage during a fixed period of time (“contract
period”), where revenue is recognized ratably on a straight-line basis over the contract period. The Group does not have further
performance obligations to the customers after the contract period. The Group also offers data connectivity services where customers are
charged service fee based on actual data usage, where revenue is recognized as the services are provided to customers.
In providing data connectivity services to its customers, the Group procures SIM cards and data plans from various suppliers. Those
SIM cards are activated and hosted on the Group’s cloud SIM platform. The Group’s cloud SIM platform manages terminal information
and customer accounts and intelligently allocates the SIM cards and data plans and makes them available to customers who purchase the
Group’s data connectivity services. Accordingly, the Group takes inventory risk and obtains control of the SIM cards and data plans
procured and direct the use of the data on its cloud SIM platform depending on customers’ demand. The Group accounts for the SIM cards
and data plans procured as costs of revenue as data is being made available and consumed on its cloud SIM platform.
As the Group’s data connectivity services are provided without right of return and the Group does not provide any other credit and
incentive to its customers, therefore, the Group’s provision of data connectivity services does not involve variable consideration.

(ii)

Sales of terminals and data related products
The Group generates revenues from selling tangible products, including GlocalMe portable Wi-Fi terminals and GlocalMe World
Phone series, as well as SIM cards, to enterprise and retail customers. Sales of terminals and data related products are recognized when
control of promised goods is transferred to the customers, which generally occurs upon the acceptance of the goods by the customers.
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Summary of significant accounting policies (Continued)

2.8

Revenue recognition (Continued)
(ii)

Sales of terminals and data related products (Continued)
For sales of Wi-Fi terminals, one gigabyte of free data connectivity service is normally included as a bundle package for the first time
purchase of the terminals. There are two separate performance obligations in such bundle sales as the Wi-Fi terminal is a distinct good
while the data connectivity service is a distinct service. The Group allocates the transaction price to each distinct performance obligation
based on their relative standalone selling prices. The Group then recognizes revenue for each of the distinct performance obligations
identified in accordance with the applicable revenue recognition method relevant for that obligation. For revenue related to the Wi-Fi
terminals, revenue is recognized when the control of the Wi-Fi terminals is transferred. For revenue related to the data connectivity
service, it is recognized ratably on a straight line basis over the relevant contract period.

(iii)

Provision of PaaS or SaaS services
Platform-as-a-Service (PaaS) or Software-as-a-Service (SaaS) mainly consist of fees generated from providing cloud SIM platform
as a service to business partners. The Group provides its cloud SIM platform as a service to business partners enabling them to manage
their data resources. Business partners using the platform are charged service fees for the use of the cloud SIM platform services. The
Group has continuous obligation to ensure the performance of the platform over the service period. Revenue is recognized ratably over the
contract period as business partners simultaneously consume and receive benefits from the service. The Group does not provide any other
credit and incentive related to the cloud SIM platform services, therefore there is no variable consideration in the arrangement.

(iv)

Contract balance
Contract liabilities represent the cash collected upfront from the customers for purchase of data connectivity services or purchase of
Wi-Fi terminals, while the underlying data connectivity services have not yet been rendered or the Wi-Fi terminals have not been delivered
to the customers by the Group, which is included in the presentation of contract liabilities.
Due to the generally short-term duration of the relevant contracts, all performance obligations are satisfied within one year. Where
transaction prices for data connectivity services and Wi-Fi terminals are received upfront from the customers, such receipts are recorded as
contract liabilities and recognized as revenues over the contract period. For the year ended December 31, 2017 and 2018, revenue
amounting to US$2,930 thousand and US$2,542 thousand were included in the contract liabilities balance at the beginning of the
respective period.

2.9

Cost of revenue

Cost of revenue consists primarily of data connectivity service costs, cost of inventory, logistics costs, depreciation and maintenance costs for
equipment, payment processing fees and other related incidental expenses that are directly attributable to the Group’s principal operations.
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2.10 Research and development expenses
Research and development expenses primarily consist of salaries and benefits for research and development personnel, materials, general
expenses and depreciation expenses associated with research and development activities.
2.11 Sales and marketing expenses
Sales and marketing expenses consist primarily of online and offline advertising expenses, promotion expenses, staff costs, sales commissions and
other related incidental expenses that are incurred to conduct the Group’s sales and marketing activities.
Advertising and promotional expenses were US$2,712 thousands and US$6,589 thousands during the years ended December 31, 2017 and 2018,
respectively.
2.12 General and administrative expenses
General and administrative expenses consist primarily of salaries, bonuses, share-based compensation and benefits for certain senior management
and those not specifically dedicated to research and development or sales and marketing activities, depreciation of property and equipment, amortization
of intangible assets, legal and professional services fees, rental and other general corporate related expenses.
2.13 Share-based compensation
Share-based compensation expenses arise from share based awards, mainly including Restricted Shares held by certain senior management
(namely, Mr. Chaohui Chen, Mr. Zhiping Peng and Mr. Wen Gao) and share options awarded to employees in accordance with ASC 718 Stock
Compensation. The Group follows ASC 718 to determine whether share option or restricted shares should be classified and accounted for as a liability
award or equity award. All grants of share-based awards to employees and certain senior management classified as equity awards are recognized in the
financial statements based on their grant date fair values which are calculated using an option pricing model. The Group classifies the share-based
awards granted to employees as equity award, and has elected to recognize compensation expense on share-based awards with service condition on a
graded vesting basis over the requisite service period, which is generally the vesting period.
The Group entered into a share restriction agreement with certain senior management and their respective wholly owned companies, which
directly hold the equity interest in the Group. Pursuant to the share restriction agreement, all ordinary shares (“Restricted Shares”) of the Group held by
certain senior management shall be subject to vesting conditions until the Restricted Shares become vested. The Restricted Shares were classified as
equity awards under ASC 718 and are accounted for as share-based compensation based on the grant date fair value over the vesting period using graded
vesting method.
For share options awarded to employees, the Group applies the Binominal option pricing model in determining the fair value of options granted
under ASC 718. The Group has elected to account for forfeitures when they occur.
On each measurement date, the Group reviews internal and external sources of information to assist in the estimation of various attributes to
determine the fair value of the share-based awards granted by the Group,
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2.13 Share-based compensation (Continued)
including the fair value of the underlying shares, expected life and expected volatility. The Group is required to consider many factors and makes certain
assumptions during this assessment. If any of the assumptions used to determine the fair value of the share-based awards change significantly in the
future, share-based compensation expense may differ materially.
2.14 Other employee benefits
The Company’s subsidiaries in the PRC participate in a government-mandated multi-employer defined contribution plan pursuant to which certain
retirement, medical and other welfare benefits are provided to employees. The relevant labor regulations require the Company’s subsidiaries in the PRC
to pay the local labor and social welfare authorities monthly contributions based on the applicable benchmarks and rates stipulated by the local
government. The relevant local labor and social welfare authorities are responsible for meeting all retirement benefits obligations and the Company’s
subsidiaries in the PRC have no further commitments beyond their monthly contributions. The contributions to the plan are expensed as incurred.
During the years ended December 31, 2017 and 2018, contributions to such plan amounting to US$2,928 thousands and US$4,888 thousands,
respectively, were charged to the consolidated statements of comprehensive loss.
The Group also makes payments to other defined contribution plans for the benefit of employees employed by subsidiaries outside of the PRC.
2.15 Income taxes
The Group accounts for income taxes using the liability method, under which deferred income taxes are recognized for future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred taxes of a change in tax rates is recognized as income or expense in the period that includes
the enactment date. Valuation allowance is provided on deferred tax assets to the extent that it is more likely than not that the asset will not be realizable
in the foreseeable future.
Deferred taxes are also recognized on the undistributed earnings of subsidiaries, which are presumed to be transferred to the parent company and
are subject to withholding taxes, unless there is sufficient evidence to show that the subsidiary has invested or will invest the undistributed earnings
indefinitely or that the earnings will be remitted in a tax-free manner.
The Group adopts ASC 740 “Income Taxes” which prescribes a more likely than not threshold for financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. It also provides guidance on derecognition of income tax assets and
liabilities, classification of current and deferred income tax assets and liabilities, accounting for interest and penalties associated with tax positions,
accounting for income taxes in interim periods and income tax disclosures.
The Group did not have significant unrecognized uncertain tax positions or any unrecognized liabilities, interest or penalties associated with
unrecognized tax benefit as of and for the years ended December 31, 2017 and 2018.
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2.16 Government grants
For government grants that are non-operating in nature and with no further conditions to be met, the amounts are recognized as income in other
income, net. For government grants that contain certain operating conditions, the amounts are recorded as deferred government grant, and are
recognized as income in other income, net when the conditions are met.
2.17 Leases
Leases are classified as either capital or operating leases. Leases that transfer substantially all the benefits and risks incidental to the ownership of
assets are accounted for as capital leases as if there was an acquisition of an asset and incurrence of an obligation at the inception of the lease. All other
leases are accounted for as operating leases wherein rental payments (net of any incentives received from the lessor) are recognized in the consolidated
statements of comprehensive income/(loss) on a straight-line basis over the lease terms.
2.18 Comprehensive loss
Comprehensive loss is defined to include all changes in equity of the Group during a period arising from transactions and other event and
circumstances except those resulting from investments by shareholders and distributions to shareholders. For the years presented, the Group’s
comprehensive loss includes net loss and other comprehensive loss, which mainly consists of the foreign currency translation adjustment that have been
excluded from the determination of net loss.
2.19 Loss per share
Basic loss per share is computed by dividing net loss attributable to ordinary shareholders by the weighted average number of ordinary shares
outstanding during the period using the two-class method. Under the two-class method, net loss is allocated between different classes of ordinary shares
based on their participating rights. Diluted loss per share is calculated by dividing net loss attributable to ordinary shareholders by the weighted average
number of ordinary and dilutive ordinary equivalent shares outstanding during the year. Ordinary equivalent shares consist of ordinary shares issuable in
connection with the Group’s convertible redeemable preferred shares, redeemable ordinary shares and convertible bonds using the if-converted method
and shares issuable upon the exercise of share options using the treasury stock method. Ordinary equivalent shares are not included in the denominator
of the diluted loss per share calculation when inclusion of such shares would be anti-dilutive.
2.20 Cash, cash equivalents and restricted cash
Cash and cash equivalents represent cash on hand, time deposits and highly-liquid investments placed with banks or other financial institutions,
which are unrestricted as to withdrawal and use, and which have original maturities of three months or less. The Group adopted ASU No. 2016-18,
Statement of Cash Flows: Restricted Cash (Topic 230) for all years presented. The changes in restricted cash in the consolidated cash flow were
US$7,628 thousands and US$7,541 thousands for the years ended December 31, 2017 and 2018, respectively, which were no longer presented within
investing activities and were retrospectively included in the changes of cash, cash equivalents and restricted cash as required.
Restricted cash is restricted to withdrawal for use or pledged as security is reported separately on the face of the consolidated balance sheets.
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2.20 Cash, cash equivalents and restricted cash (Continued)
Cash, cash equivalents and restricted cash as reported in the consolidated statement of cash flows are presented separately on our consolidated
balance sheet as follows:
(In thousands)

Cash and cash equivalents
Restricted cash
Total

December 31,
2017

December 31,
2018

49,102
7,704
56,806

36,464
163
36,627

2.21 Inventories
Inventories mainly consist of products for sales. They are accounted for using the weighted average cost and stated at the lower of cost and net
realizable value. Net realizable value is the estimated selling price in the ordinary course of business less the estimated costs of completion and the
estimated costs necessary to make the sale.
2.22 Accounts receivable, net
Accounts receivable are presented net of allowance for doubtful accounts. The Group evaluates the creditworthiness of each customer at the time
when services are rendered or products are sold and continuously monitor the recoverability of the accounts receivable.
The Group uses specific identification method in providing for bad debts when facts and circumstances indicate that collection is doubtful and a
loss is probable and estimable. If the financial conditions of its customers were to deteriorate, resulting in an impairment of their ability to make
payments, additional allowances might be required. The allowance for doubtful accounts is based on the best facts available and is re-evaluated and
adjusted on a regular basis as additional information is received.
Some of the factors that the Group considers in determining whether a bad debt allowance is recorded on an individual customer are:
(i)

the customer’s past payment history and whether it fails to comply with its payment schedule;

(ii)

whether the customer is in financial difficulty due to economic or legal factors;

(iii)

a significant dispute with the customer has occurred;

(iv)

the objective evidence which indicates non-collectability of the accounts receivable.

2.23 Investment in equity investee
The equity investment represents the Group’s investment in a privately-held entity. The Group accounts for its equity investment over which it has
significant influence but does not own a majority equity interest or otherwise control using the equity method. The Group adjusts the carrying amount of
the investment and recognizes investment income or loss for share of the earnings or loss of the investee after the date of investment. When the Group’s
share of loss in the equity investee equals or exceeds its interest in the equity investee, the
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2.23 Investment in equity investee (Continued)
Group does not recognize further losses, unless the Group has incurred obligations or made payments or guarantees on behalf of the equity investee. The
Group assesses its equity investment for other-than-temporary impairment by considering factors including, but not limited to, current economic and
market conditions, operating performance of the entities, including current earnings trends and undiscounted cash flows, and other entity-specific
information. The fair value determination, particularly for investment in privately-held entities, requires judgment to determine appropriate estimates
and assumptions. Changes in these estimates and assumptions could affect the calculation of the fair value of the investment and determination of
whether any identified impairment is other-than-temporary.
2.24 Property and equipment
Property and equipment are stated at historical cost less accumulated depreciation and impairment loss, if any. Depreciation is calculated using the
straight-line method over their estimated useful lives. Residual rate is determined based on the economic value of the property and equipment at the end
of the estimated useful lives as a percentage of the original cost.
Depreciation is calculated using the straight-line method to allocate their cost to their residual values over their estimated useful lives, as follows:
Computers, server & switch and office equipment
Wi-Fi terminals for data connectivity services
Leasehold improvement

5 years
2 years
Over the shorter of lease
term or 3 years

Expenditures for maintenance and repairs are expensed as incurred. The gain or loss on the disposal of property and equipment is the difference
between the net sales proceeds and the carrying amount of the relevant assets and is recognized in the consolidated statements of comprehensive loss.
2.25 Intangible assets
Intangible assets mainly consist of trademark, software and licensed copyrights. Identifiable intangible assets are carried at acquisition cost less
accumulated amortization and impairment loss, if any. Finite-lived intangible assets are tested for impairment if impairment indicators arise. All
intangible assets of the Group are finite-lived intangible assets.
Amortization of finite-lived intangible assets is computed using the straight-line method over their estimated useful lives, which are as follows:
Trademark
Software
Licensed copyrights

10 years
10 years
10 years
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2.26 Impairment of long-lived assets
For long-lived assets the Group evaluates for impairment whenever events or changes indicate that the carrying amount of an asset may no longer
be recoverable. The Group assesses the recoverability of the long-lived assets by comparing the carrying value of the long-lived assets to the estimated
undiscounted future cash flows expected to receive from use of the assets and their eventual disposition. Such assets are considered to be impaired if the
sum of the expected undiscounted cash flows is less than the carrying amount of the assets. The impairment to be recognized is measured by the amount
by which the carrying amount of the assets exceeds the fair value of the assets. The Group tests impairment of long-lived assets at the reporting unit
level when impairment indicator appeared and recognizes impairment in the event at the carrying value exceeds the fair value of each reporting unit.
No impairment charge of long-lived assets was recorded for the years ended December 31, 2017 and 2018.
2.27 Software development costs
The Group incurred costs to research and develop relevant software that is used in its cloud SIM architecture. Costs incurred during the research
phase are expensed as incurred. Costs incurred for the development of software prior to the establishment of technological feasibility, which is when a
working model is available, are expensed when incurred.
3.

Recent accounting pronouncements

In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments—Overall (Subtopic 825-10): Recognition and Measurement of
Financial Assets and Financial Liabilities (“ASU 2016-01”). The main objective of this update is to enhance the reporting model for financial
instruments to provide users of financial statements with more decision-useful information. ASU 2016-01 changes how entities measure certain equity
investments and present changes in the fair value of financial liabilities measured under the fair value option that are attributable to their own credit. The
guidance also changes certain disclosure requirements and other aspects of current U.S. GAAP. Further, in March 2018, the FASB issued “Technical
Corrections and Improvements to Financial Instruments—Overall (Subtopic 825-10): Recognition and Measurement of Financial Assets and Financial
Liabilities”, which provides further guidance on adjustments for observable transaction for equity securities without a readily determinable fair value
and clarification on fair value option for liabilities instruments. ASU 2016-01 is effective for annual reporting periods, and interim periods within those
years beginning after December 15, 2017. The Group elected to adopt this new guidance beginning for the year ending December 31, 2019 and interim
periods in the year ending December 31, 2020. The Group is currently evaluating and does not believe the adoption of the standard will have a
significant impact on its consolidated financial statements.
In February 2016, the FASB issued ASU No. 2016-02, “Leases (Topic 842)”, which increases lease transparency and comparability among
organizations. Under the new standard, lessees will be required to recognize all assets and liabilities arising from leases on the balance sheet, with the
exception of leases with a term of 12 months or less, which permits a lessee to make an accounting policy election by class of underlying asset not to
recognize lease assets and liabilities. The ASU is effective for reporting periods beginning after December 15, 2018 and interim periods within those
fiscal years. Early adoption is permitted. In March 2018, the FASB approved an alternative transition method to the modified retrospective approach,
which eliminates the
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requirement to restate prior period financial statements and allows the cumulative effect of the retrospective allocation to be recorded as an adjustment
to the opening balance of retained earnings at the date of adoption. The Group will adopt this new guidance for the fiscal years beginning after
December 15, 2019 and interim periods within fiscal years beginning after December 15, 2020. Most of leases will continue to be operating leases.
Upon the adoption, the Group expects its consolidated balance sheet to include a right of use asset and liability related to substantially all of our lease
arrangements. The Group is currently evaluating the impact that the adoption of this standard will have on its financial condition and results from
operations.
In June 2016, the FASB issued ASU No. 2016-13 “Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments”. The new guidance amended guidance on reporting credit losses for assets held at amortized cost basis and available for sale debt
securities. For available for sale debt securities, credit losses will be presented as an allowance rather than as a write-down. This standard is effective for
fiscal years beginning after December 15, 2019, including interim periods within those fiscal years. Early adoption is permitted for all entities. The
Group is currently assessing the impact of adopting this standard on its consolidated financial statements.
In August 2016, the FASB issued ASU No. 2016-15 “Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash
Payments”. This standard clarifies the classification of certain cash receipts and cash payments in the statement of cash flows, including debt
prepayment or extinguishment costs, settlement of contingent consideration arising from a business combination, insurance settlement proceeds, and
distributions from certain equity method investees. For all other entities, the amendments are effective for fiscal years beginning after December 15,
2018, and interim periods within fiscal years beginning after December 15, 2019. The Group elected to adopt this new guidance for the year ending
December 31, 2019 and interim periods in the year ending December 31, 2020. The Group is in the process of evaluating the impact of this accounting
standard update on the consolidated statements of cash flows.
In August 2018, the FASB issued ASU No. 2018-15, “Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Customer’s
Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract”. This standard aligns the requirements
for capitalizing implementation costs incurred in a hosting arrangement with the requirements for capitalizing implementation costs incurred to develop
or obtain internal-use software. The implementation costs incurred in a hosting arrangement that is a service contract should be presented as a prepaid
asset in the balance sheet and expensed over the term of the hosting arrangement to the same line item in the statement of operations as the costs related
to the hosting fees. This standard is effective for annual reporting periods beginning after December 15, 2020, and interim periods within annual periods
beginning after December 15, 2021. The amendments should be applied either retrospectively or prospectively to all implementation costs incurred after
adoption. The Group is currently assessing the impact of adopting this standard on its consolidated financial statements.
In August 2018, the FASB issued ASU No. 2018-13, “Fair Value Measurement (Topic 820)”. This standard modifies disclosure requirements
related to fair value measurement and is effective for all entities for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2019. Early adoption is permitted. Implementation on a prospective or retrospective basis varies by specific disclosure requirement. The
standard also allows for early adoption of any removed or modified disclosures upon issuance while delaying adoption of the additional disclosures until
their effective date. The Group is currently assessing the impact of adopting this standard on its consolidated financial statements.
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Concentration and Risks

(a)

Foreign exchange risk

The revenues and expenses of the Group’s entities in the PRC are generally denominated in RMB and their assets and liabilities are denominated
in RMB. The RMB is not freely convertible into foreign currencies. Remittances of foreign currencies into the PRC or remittances of RMB out of the
PRC as well as exchange between RMB and foreign currencies require approval by foreign exchange administrative authorities and certain supporting
documentation. The State Administration for Foreign Exchange, under the authority of the People’s Bank of China, controls the conversion of RMB into
other currencies.
(b)

Credit risk

Financial instruments that potentially expose the Group to credit risk consist primarily of cash and cash equivalents and accounts receivable. The
Group places its cash and cash equivalents with financial institutions with high credit ratings and quality.
The Group conducts credit evaluations of third-party customers and related parties, and generally does not require collateral or other security from
its third-party customers and related parties. The Group establishes an allowance for doubtful accounts primarily based upon the age of the receivables
and factors surrounding the credit risk of specific third-party customers and related parties.
5.

Revenues

(In thousands)

Revenues from services
—Data connectivity services
International data connectivity services
Local data connectivity services
—PaaS and SaaS services
—Others
Sales of products
—Sales of terminals
—Sales of data related products
—Others
Total
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December 31,
2017

December 31,
2018

65,081
65,081
—
1,835
226
67,142

82,543
82,032
511
5,047
858
88,448

16,073
2,624
6
18,703
85,845

25,595
12,148
208
37,951
126,399
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Disaggregation of revenue
In the following table, revenue is geographically disaggregated according to the locations of the customers.
(In thousands)

China
Japan
Hong Kong
Taiwan
North America
Southeast Asia
Europe
Others
Total
6.

December 31,
2017

December 31,
2018

53,332
9,974
6,416
9,498
2,816
117
2,145
1,547
85,845

62,104
24,316
12,211
7,119
6,901
6,289
3,499
3,960
126,399

Other income, net
Years ended December 31
2017
2018

(In thousands)

Foreign exchange gains/(losses), net
Government grants (note)
Gains on disposal of property and equipment, net
Others
Total

895
32
332
188
1,447

(543)
701
542
(42)
658

Note:

Government grants mainly represent amounts received from central and local governments in connection with the Group’s investments in local
business districts and contributions to technology development.
7.

Taxation

(a)

Income taxes

(i)

Cayman Islands

The Company was incorporated in the Cayman Islands and conducts most of its business through its subsidiaries and VIEs located in the PRC and
Hong Kong. Under the current laws of the Cayman Islands, the Company is not subject to tax on either income or capital gain. Additionally, upon
payments of dividends to the shareholders, no Cayman Islands withholding tax will be imposed.
(ii)

PRC

The PRC enterprise income tax is calculated based on the taxable income determined under the PRC laws and accounting standards. Under the
Corporate Income Tax (“CIT”) Law, which became effective on January 1, 2008, foreign invested enterprises and domestic enterprises are subject to a
unified CIT rate of 25%. In
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Taxation (Continued)

(a)

Income taxes (Continued)

(ii)

PRC (Continued)

accordance with the implementation rules of the CIT Law, a qualified “High and New Technology Enterprise” (“HNTE”) is eligible for a preferential tax
rate of 15% with valid period of three years.
Shenzhen Ucloudlink Technology Limited and Shenzhen uCloudlink are qualified as HNTE, which are eligible to a preferential tax rate of 15%
for the three-year period from 2017 to 2019 as long as they fulfill the HNTE criteria.
The Group’s loss before income taxes consisted of:
Years ended December 31
2017
2018

(In thousands)

Non-PRC
PRC
Total

1,406
17,854
19,260

4,388
21,727
26,115

(iii) Hong Kong
The Company’s subsidiaries incorporated in Hong Kong are subject to profits tax rate of 16.5% on taxable income.
The reconciliations of the income tax expenses for the years ended December 31, 2017 and 2018 were as follows:
(In thousands)

Loss before income tax
Income tax computed at statutory PRC income tax rate (25%)(i)
Differential income tax rates applicable to certain entities comprising the Group
Effect of tax holiday
Permanent differences(ii)
Change in valuation allowance
Accelerated deductions on research and development expenses(iii)
Income tax expenses
(i)
(ii)
(iii)

Years ended December 31
2017
2018

(19,260)
(4,815)
1,217
626
2,951
622
(601)
—

The PRC statutory income tax rate was used because the majority of the Group’s operations are based in the PRC.
Permanent differences primarily represent share-based compensation expense.
This amount represents tax incentives relating to the research and development expenses of certain major operating subsidiaries in the PRC. This tax incentive enables those
subsidiaries to claim an additional tax deduction amounting to 75% of the qualified research and development expenses incurred.
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(26,115)
(6,529)
1,601
1,945
3,417
1,116
(1,550)
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Taxation (Continued)

(a)

Income taxes (Continued)

(iii) Hong Kong (Continued)
The per share effect of the tax holidays are as follows:
Years ended December 31
2017
2018

(In thousands)

Effect of tax holiday
Per share effect - basic and diluted
(b)

626
(0.01)

1,945
(0.01)

Deferred tax assets

Deferred income tax expense reflects the net tax effects of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for income tax purposes. The components of the deferred tax assets are as follows:
Years ended December 31
2017
2018

(In thousands)

Deferred tax assets
Net operating loss carryforwards
Accrued expenses and others
Less: valuation allowance
Net deferred tax assets

5,548
109
(5,657)
—

6,666
107
(6,773)
—

Movement of valuation allowance
Years ended December 31
2017
2018

(In thousands)

Balance at beginning of the year
Additions
Reversals
Balance at end of the year

5,035
622
—
5,657

5,657
1,116
—
6,773

Valuation allowance is provided against deferred tax assets when the Group determines that it is more-likely-than-not that the deferred tax assets
will not be utilized in the future. The Group considers positive and negative evidence to determine whether some portion or all of the deferred tax assets
will be more-likely-than-not realized. This assessment considers, among other matters, the nature, frequency and severity of recent losses and forecasts
of future profitability. These assumptions require significant judgment and the forecasts of future taxable income are consistent with the plans and
estimates the Group is using to manage the underlying businesses. Valuation allowances are established for deferred tax assets based on a more likely
than not threshold. The Group’s ability to realize deferred tax assets depends on its ability to generate sufficient taxable income within the carry forward
periods provided for in the tax law. The Group has provided a full valuation allowance for the deferred tax assets as of December 31, 2017 and 2018, as
management is not able to conclude that the future realization of those net operating loss carry forwards and other deferred tax assets are more likely
than not. The statutory rate of 15% or 16.5%, depending on which entity, was applied when calculating deferred tax assets.
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7.

Taxation (Continued)

(b)

Deferred tax assets (Continued)

As of December 31, 2017 and 2018, the Group had net operating loss carryforwards of approximately US$29,388 thousands and US$44,015
thousands, respectively, which arose from the subsidiaries and VIE established in Hong Kong and PRC. As of December 31, 2017 and 2018, the Group
does not believe that sufficient positive evidence exists to conclude that the recoverability of deferred tax assets is more likely than not to be realized.
Consequently, the Group has provided full valuation allowance on the related deferred tax assets.
(c)

Uncertain tax position

The Group evaluates the level of authority for each uncertain tax position (including the potential application of interest and penalties) based on
the technical merits, and measures the unrecognized benefits associated with the tax positions. As of December 31, 2017 and 2018, the Group did not
have any significant unrecognized uncertain tax positions. The Group does not anticipate any significant increase to our liability for unrecognized tax
benefit within the next 12 months. Interest and penalties related to income tax matters, if any, is included in income tax expense.
8.

Ordinary shares
(i)

Prior to May 19, 2019, the authorized share of the Company was US$50,000 divided into 50,000,000 shares of par value US$0.001.
On May 19, 2019, the Board of Directors of the Company passed the resolution that all of the Company’s ordinary shares and preferred
shares were subdivided into 20 shares with a par value of US$0.00005 each. The par value of ordinary shares and preferred shares and
related disclosure have been recast to reflect the US$0.00005 par value for all periods presented in the consolidated financial statements.
As of December 31, 2017 and 2018, the Company has 149,318,791 ordinary shares (including 118,471,111 vested restricted shares) and
228,749,678 shares (including 162,897,778 vested restricted shares) outstanding, respectively.

(ii)

On January 28, 2015, the Company entered into a share purchase agreement (“Series A SPA”) with certain investors under which the
Company issued 8,400,000 ordinary shares at a total consideration of US$4,056,206 and 25,000,000 Series A Preferred Shares to certain
investors at a total consideration of US$9,788,652 (Note 9). Also as a closing condition to the Series A SPA, the Company entered into a
share restriction agreement with certain senior management and their respective wholly owned subsidiaries, which directly hold the
equity interest on the Company. Pursuant to the share restriction agreement, all ordinary shares (“Restricted Shares”) of the Company
held by certain senior management shall be subject to vesting conditions until the Restricted Shares become vested. The Restricted Shares
shall vest over a period of 5 years from the closing of the Series A SPA (which was shortened to 4 years on September 22, 2016). Vesting
of all Restricted Shares will be accelerated upon the completion of a qualified IPO or trade sale. In the event that certain senior
management voluntarily and unilaterally terminates his employment/service contract with the Group or his employment or service
relationship is terminated by any applicable Group entities for cause as stated in the Series A SPA, the related senior management shall
sell to the Company, and the Company shall repurchase from certain senior management, all of the unvested shares at a price of
US$0.00005 per share. Such restricted shares were treated as deemed contribution by those senior management to the Company and the
fair value of which were recognized as share based
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8.

Ordinary shares (Continued)
compensation expense over the vesting period. Ordinary shares of 44,426,667 and 44,426,667 were vested and presented as an increase
of the numbers of issued ordinary shares during the year ended December 31, 2017 and December 31, 2018, respectively. At any time
prior to a qualified IPO, the shares held by certain senior management shall not be transferred directly or indirectly without the prior
written consent of the Series A Preferred Shares holders, except for those to be transferred to the employees of the Company pursuant to
an Stock Option Plan approved by the board.

9.

(iii)

On November 25, 2015, the Company entered into a share purchase agreement (“A-1 SPA”) with certain investors under which the
Company issued 26,575,220 ordinary shares at a total consideration of US$21,555,470. There were liquidation preference and a
redemption right attached to certain of these ordinary shares with 10% annual compounded interest based on original purchase price
which expired on December 31, 2016.

(iv)

On January 1, 2016, 4,000,000 ordinary shares of certain senior management were transferred to Series A Preferred Shares at the then
fair value of US$ 0.88 per share.

(v)

On September 22, 2016, the Company entered into a share purchase agreement (“A-2 SPA”) with certain investors under which the
Company issued 8,502,600 ordinary shares at a total consideration of US$10,000,000. There is a redemption right attached to the
ordinary shares with 12% annual compounded interest based on original purchase price. Such redemption right expired on December 31,
2017.

(vi)

On June 19, 2017, the Company repurchased 8,630,140 of its ordinary shares from an investor at a price of US$0.96 per share amounting
to US$8,297,880. The repurchased ordinary shares were cancelled immediately and the additional paid in capital of the Company was
reduced by US$8,298,236.

(vii)

On August 28, 2018, upon the occurrence of the event of automatic conversion of convertible bonds, in which that the Group attained
cumulative revenue over RMB500 million during the year ended December 31, 2017, all the convertible bonds were converted into
35,004,220 ordinary shares of the Company.

(viii)

On November 25, 2015, June 19, 2017 and March 22, 2018, the Company issued 20,000,000, 4,315,080 and 31,665,280 ordinary shares,
respectively, and had them held by a limited liability company owned by one of certain senior management. These ordinary shares were
held on behalf of the Company and are to be awarded to employees under future equity incentive plan based on the discretion of the
board of directors of the Company. The ordinary shares issued above were accounted for as treasury shares of the Group. None of these
shares has been exercised nor issued from treasury shares as of December 31, 2017 and December 31, 2018, respectively. On
December 31, 2018, all of the treasury shares were cancelled under the decision of the board of directors of the Company.

(ix)

On December 31, 2018, the board of directors of the Company adopted the 2018 Stock Option Scheme under which the Company may
grant options to purchase its ordinary shares to selected employees of the Group. The board of directors of the Company reserved
55,980,360 shares on December 31, 2018 of the Company’s ordinary shares for future issuance under the plan.

Redeemable and convertible shares
As of December 31, 2017 and 2018, the Company had 29,000,000 Series A Preferred Shares outstanding.
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9.

Redeemable and convertible shares (Continued)
The significant terms of the Series A Preferred Shares issued by the Company are as follows:
(I) Liquidation preference

In a liquidation event, all proceeds resulted from the liquidation event will be first distributed to the Series A Preferred Shares holder based on
100% of the preferred shares purchase price, plus an annual compounded return of 10%, plus any declared but unpaid dividend. Any remaining proceeds
will be paid to all shareholders ratably.
(II) Dividend rights
The Series A Preferred Shares are entitled to dividends.
(III) Voting rights
The Series A Preferred Shares are entitled to voting rights on an as-if converted basis.
(IV) Conversion feature
Each Series A Preferred Share is convertible at the option of the holder at any time after the date of issuance, into one ordinary share.
In addition, each Series A Preferred Share shall automatically be converted into one ordinary share at the time immediately prior to the closing of
the qualified IPO. In the event the Company shall at any time after the issuance of Series A Preferred Shares issue new shares, without consideration or
for a consideration per share less than the share purchase prior to such issue, then the conversion price shall be reduced, concurrently with such issue, to
as of the date of such issue an amount equal to the per-share price of such new shares.
(V) Redemption feature
The Series A Preferred Shares will become redeemable at the option of the holder at any time after the fifth anniversary of the date of issuance, if
the Series A Preferred Shares have not been converted into ordinary shares yet.
The redemption price per preferred share shall be equal to the higher of:
(a)

100% of the preferred share purchase price plus any declared but unpaid dividends, or

(b)

100% of the preferred share purchase price plus 15% annual compounded return.

The Group determined that the conversion feature and redemption feature do not meet the criteria for bifurcation. Further, there were no beneficial
conversion feature identified.
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9.

Redeemable and convertible shares (Continued)
(V) Redemption feature (Continued)

The activities of Series A Preferred Shares and Series A-2 ordinary shares included in mezzanine equity for the years ended December 31, 2017
and 2018 are as follows:
Series A
Preferred
Shares

(In thousands)

Balance as of January 1, 2017
Accretion
Transfer to ordinary shares(i)
Balance as of December 31, 2017
Accretion
Balance of December 31, 2018

16,307
1,921
—
18,228
2,209
20,437

Redeemable
Series A-2
ordinary shares

Total

10,300
1,200
(11,500)
—
—
—

26,607
3,121
(11,500)
18,228
2,209
20,437

(i)

The Series A-2 redeemable ordinary shares were initially accounted as mezzanine equity because of the redemption feature embedded at the holders’ option, while upon the expiration
of the redemption right at December 31, 2017, the Series A-2 redeemable ordinary shares were transferred to ordinary shares.

10.

Share-based awards
Compensation expense recognized for share-based awards was as follow:
Years ended
December 31
2017
2018

Share-based compensation expenses
(In thousands)

—Restricted shares owned by certain senior management(a)
—Share options(b)
Total
(a)

5,580
—
5,580

2,282
—
2,282

Restricted Shares

As described in note 8(ii), all ordinary shares of the Company held by certain senior management were subject to a vesting period of 5 years from
January 2015 (which was shortened to 4 years on September 22, 2016).
The fair value of each restricted share granted with service conditions is estimated based on the fair market value of the underlying ordinary shares
of the Company on the date of grant.
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10.

Share-based awards (Continued)

(a)

Restricted Shares (Continued)
A summary of the Restricted Shares activity for the years ended December 31, 2017 and 2018 is presented below:
Restricted Shares held by certain senior
management

(Number of shares)

As of January 1, 2017
Vested
As of December 31, 2017
Vested
As of December 31, 2018

92,555,556
(44,426,667)
48,128,889
(44,426,667)
3,702,222

As of December 31, 2018, there were US$169 thousands of unrecognized share-based compensation expenses related to restricted shares granted
by Company, which were expected to be recognized in 2019.
(b) Share options
In December 2018, the Company adopted a share incentive plan, which is referred to as the 2018 Stock Option Scheme (“the 2018 Plan”). The
purpose of the plan is to attract and retain the best available personnel by linking the personal interests of the members of the board, employees, and
consultants to the success of the Company’s business and by providing such individuals with an incentive to reward their performance. Under the 2018
Plan, the maximum number of shares in respect of which options, restricted shares, or restricted share units may be granted is 55,980,360 shares.
On December 31, 2018, the Company granted 12,187,420 share options to employees pursuant to the 2018 Plan.
These options were granted with exercise prices denominated in US$. The grantees can exercise vested options after the commencement date of
exercise and before the end of its contractual term (i.e. 5 years after the commencement date of exercise). The commencement date of exercise is 6
months after the completion of the IPO.
All share based payments to employees are measured based on their grant-date fair values. Compensation expense is recognized by graded vesting
method.
A summary of the changes in the share options granted by the Company during the year ended December 31, 2018 is as follows:
Number of share
options

Outstanding as of January 1, 2018
Granted
Outstanding as of December 31, 2018
Exercisable as of December 31, 2018

—
12,187,420
12,187,420
—
F-35

Weighted average
exercise price

Aggregate
intrinsic value

—
0.51
0.51
—

$37,604,315
$37,604,315
—

$
$
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10.

Share-based awards (Continued)

(b)

Share options (Continued)

The Group calculated the estimated fair value of an options on the grant date using the binomial option pricing model with assistance from an
independent valuation firm. Assumptions used to determine the fair value of share options granted during the year ended December 31, 2018 is
summarized in the following table:
Years ended
December 31
2018

(In thousands)

Risk-free interest rate(i)
Expected dividend yield(ii)
Expected volatility(iii)
Grant date fair value
(i)
(ii)
(iii)

2.60%
0.00%
34.88%
3.64

$

Risk-free interest rate is based on the yields of United States Treasury securities with maturities similar to the expected life of the share options in effect at the time of grant.
Expected dividend yield is assumed to be 0% as the Company has no history or expectation of paying dividend on its ordinary shares.
Expected volatility is assumed based on the historical volatility of the Company’s comparable companies in the period equal to the expected life of each grant.

As of December 31, 2018, there were US$37,874 thousands of unrecognized share-based compensation expenses related to share options granted
by Company.
11.

Loss per share
Basic and diluted net loss per share for each of the year presented were calculated as follows:

(In thousands of US$ except share data and per share data)

Numerator:
Net loss
Add: accretion of Series A Preferred Shares
allocation to Series A-2 ordinary shares
Net loss attributable to ordinary shareholders of the Company for computing basic and diluted net loss per share
Denominator:
Weighted average number of ordinary shares outstanding used in calculating basic and diluted net loss per share
Basic and diluted net loss per ordinary share
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Years ended December 31,
2017
2018

(19,260)
(3,121)
1,431
(20,950)

(26,557)
(2,209)
—
(28,766)

124,473,486
(0.17)

185,370,982
(0.16)
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11.

Loss per share (Continued)
Diluted earnings per share do not include the following instruments as their inclusion would have been anti-dilutive:
Years ended December 31,
2017
2018

Convertible Redeemable Preferred Shares
Convertible Bonds
Restricted Shares
Share options awards
Total
12.

29,000,000
35,004,220
48,128,889
—
112,133,109

29,000,000
—
3,702,222
12,187,420
44,889,642

Cash and cash equivalents

Cash and cash equivalents represent cash on hand, cash held at bank, and time deposits placed with banks or other financial institutions, which
have original maturities of three months or less. Cash on hand and cash held at bank balance as of December 31, 2017 and 2018 primarily consist of the
following currencies:
December 31, 2017
Original
US$
Currency
equivalent

(In thousands)

US$
RMB
HKD
Others
Total
13.

38,943
60,435
2,269

38,943
9,287
290
582
49,102

22,556
72,100
8,150

22,556
10,484
1,040
2,384
36,464

Restricted cash

(In thousands)

US$ denominated
RMB denominated
Total
14.

December 31, 2018
Original
US$
Currency
equivalent

December 31,
2017

December31,
2018

7,500
204
7,704

—
163
163

Accounts receivable, net
December 31,
2017

(In thousands)

Accounts receivable
Less: Allowance for doubtful accounts
Accounts receivable, net

14,092
(416)
13,676
F-37

December 31,
2018

17,104
(473)
16,631
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14.

Accounts receivable, net (Continued)
The following table presents movement in the allowance for doubtful accounts:
December 31,
2017

(In thousands)

Balance at beginning of the year
Additions
Reversal
Write-off
Exchange difference
Balance at end of the year
15.

282
113
(5)
—
26
416

December 31,
2017

Raw materials
Finished goods
Less: write-down of obsolete inventories
Total inventories

Prepayment to suppliers
Deposits
Export tax receivable
VAT recoverable
Deferred cost of data connectivity service
Prepaid expenses
Others
Total of prepayments and other current assets

2,497
2,774
(285)
4,986

7,101
5,678
(759)
12,020

December 31,
2017

December 31,
2018

1,684
1,831
1,211
910
1,162
587
701
8,086

3,452
2,454
2,330
743
303
333
808
10,423

Investment in equity investee
(In
thousands)

Balance as of January 1 and December, 2017
Additions(i)
Share of loss from equity investee
Balance of December 31, 2018
(i)

December 31,
2018

Prepayments and other current assets

(In thousands)

17.

416
362
(249)
(6)
(50)
473

Inventories

(In thousands)

16.

December 31,
2018

—
442
(442)
—

In October 2018, the Company made an equity investment in a privately-held company, Maya System, Inc. (the “Maya”), which provides cloud SIM related services in Japan,
including sale of products and maintenance. The Company acquired 49.00% equity interest of Maya with total consideration of JPY49,000,000. The Group classified Maya as an
equity method investment as it has significant influence over Maya. The consideration was mainly attributed to trademark, customer relationship and goodwill.
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18.

Property and equipment, net
Property and equipment consist of the following:
December 31,
2017

(In thousands)

Computers
Server & switch
Office equipment
Wi-Fi terminals for data connectivity services
Leasehold improvement
Total original costs
Less: accumulated depreciation
Net book value

December 31,
2018

567
468
567
12,532
530
14,664
(9,049)
5,615

818
759
1,078
10,935
527
14,117
(9,929)
4,188

Depreciation expenses recognized for the years ended December 31, 2017 and 2018 were US$5,676 thousands and US$5,227 thousands,
respectively.
19.

Intangible assets, net
Carrying
Amount

(In thousands)

December 31, 2017
Purchased Software
Trademarks
Intangible assets

138
89
227
Carrying
Amount

(In thousands)

December 31, 2018
Purchased Software
Trademarks
Licensed copyrights
Intangible assets

485
115
165
765

Accumulated
amortization

Net Carrying
Amount

(47)
(24)
(71)

91
65
156

Accumulated
amortization

Net Carrying
Amount

(66)
(36)
(47)
(149)

Amortization expenses recognized for the years ended December 31, 2017 and 2018 amounted to US$22 thousands and US$89 thousands,
respectively.
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19.

Intangible assets, net (Continued)
The estimated aggregate amortization expenses for each of the five succeeding fiscal years and thereafter are as follows:

Year

(In thousands)

2019
2020
2021
2022
2023
thereafter
Total
20.

78
78
78
78
78
226
616

Accounts payable, accrued expenses and other liabilities

(In thousands)

Accounts payable to suppliers
Accrued bonus and staff costs
Other deposits
Other taxes payable (note)
Deferred government grant
Accrued professional fees
Accrued marketing expenses
Others
Total

December 31,
2017

December 31,
2018

10,274
10,326
2,482
1,923
204
—
126
800
26,135

12,739
11,953
2,322
1,173
162
1,542
216
1,321
31,428

Note:

Other taxes payable represent business tax, VAT and related surcharges and PRC individual income tax of employees withheld by the Group.
21.

Short-term borrowings

(In thousands)

2017

Bank borrowings (note)
Other borrowing (note 23)
Total

768
—
768

December 31
2018

1,098
2,267
3,365

Note:

The Group entered into loan agreements with certain commercial banks on March 9, 2018 and February 12, 2018 amounting to US$1,260,815 and
US$634,911, respectively, for working capital and business development purpose. These short-term bank borrowings bear interest rate of 6.09% ~
6.61% (2017:5.22%) per annum.
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22.

Convertible bonds
The following is the movement of convertible bonds:
(In thousands)

Balance as of January 1, 2017
Issuance of convertible bonds
Less: issuance cost
Interest accrued
Interest paid
Balance as of December 31, 2017
Interest accrued
Interest paid
Conversion to ordinary shares
Balance as of December 31, 2018

—
70,000
(750)
3,204
(2,200)
70,254
3,094
(2,200)
(71,148)
—

On April 21, 2017 and May 31, 2017, the Company issued convertible bonds with face value of US$55 million and US$15 million respectively to
certain investors (the “Notes”). The bonds bear an interest at a rate of 8% per annum on the US$55 million and interest is paid every 6 months and shall
be matured in three years from the date of issue at their face value of US$70 million or convertible into ordinary shares of the Company at
predetermined ratio by the holder before the maturity date of the bonds. The Notes will mature on April 21, 2020. The value of the Notes is initially
measured by the cash received and is subsequently stated at amortized cost.
The Notes are not redeemable prior to the maturity date of April 21, 2020, except upon the occurrence of any of the events of default, the holder
shall be entitled to require the Notes to be redeemed by the issuer at 100% of the principal amount of the Notes plus accrued and unpaid interest.
No convertible bonds were converted into ordinary shares of the Company during the year ended 31 December, 2017.
On August 28, 2018, upon the occurrence of the event of automatic conversion in which the Group attained revenue over RMB500 million during
the year ended December 31, 2017, all the convertible bonds were converted into 35,004,220 ordinary shares of the Company.
23.

Long-term borrowing

In November 2018, the Company entered into a 2-year financing agreement with an independent third-party finance lease company amounting to
US$4,362 thousands with equivalent accounts receivable of the Group pledged. The interest rate is 9% per annum.
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24.

Related party transactions

(a)

Related parties
As at December 31, 2018, the name and relationship with related parties are as follows:

Related Party

Mr. Zhiping Peng
Mr. Chaohui Chen
Maya
(b)

Relationship with the Company

Chairman of the Company
Director and Chief Executive Officer of the Company
Equity method investee of the Company

During the years ended December 31, 2017 and 2018, other than disclosed elsewhere, the Company had the following material related party
transactions:

(In thousands)

Interest expense incurred:
Mr. Zhiping Peng
Mr. Chaohui Chen
Repayment of loan principal (note):
Mr. Zhiping Peng
Mr. Chaohui Chen
Payment of loan interests:
Mr. Zhiping Peng
Mr. Chaohui Chen
Revenue from provision of data connectivity services and sales of terminals and data related products:
Maya

Years ended December 31,
2017
2018

7
7

—
—

222
222

—
—

50
50

—
—

—

3,597

Note:

The loans due to related parties are unsecured, repayable on demand and bears interest rate of 8%.
(c)

The Company had the following related party balances as of December 31, 2018 and 2017:

(In thousands)

Deposits received from related parties:
Maya
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25.

Commitments and contingencies

(a)

Operating lease commitments

The Group has leased office premises and buildings under non-cancellable operating lease agreements. These leases have different terms and
renewal rights.
Year

(In thousands)

2019
2020
2021
2022
2023
Total

2,794
1,247
87
48
—
4,176

For the years ended December 31, 2017 and 2018, the Group incurred rental expenses under operating leases US$1,533 thousands and US$3,662
thousands, respectively.
(b)

Purchase commitment for purchase of data

As at December 31, 2018, the Group has future minimum purchase commitment related to the purchase of data of US$2,346 thousands, all within
the next 12 months.
(c)

Contingencies

In June 2018, HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED and Ucloudlink (America), Ltd., two wholly-owned
subsidiaries of the Company, were named as defendants in a complaint filed by SIMO Holding Inc. (“SIMO”) in the United States District Court for the
Southern District of New York, alleging patent infringements. The Group expects that the trial judge will deliver the final judgement in the second half
of 2019, and estimates that the maximum amount of loss in an unfavorable outcome will be approximately US$6.6 million. The Group intends to file an
appeal of the court ruling in the United States Court of Appeals for the Federal Circuit.
In August 2018, two affiliates of SIMO, namely Shenzhen Sibowei’ersi Technology Co., Ltd. and Shenzhen Skyroam Technology Co., Ltd.,
jointly filed a complaint against Shenzhen uCloudlink Network Technology Co., Ltd. in Guangzhou Intellectual Property Court in the PRC alleging
patent infringements and claimed damages up to RMB10.5 million (equivalent to US$1.6 million). The Group has filed an invalidation petition against
their alleged patent in Patent Reexamination Board of National Intellectual Property Administration in the PRC. Up to date, the final verdict is yet to be
delivered.
The Group believes the aforementioned allegations are without merit and will defend vigorously. The Group is unable, however, to predict the
outcome of these proceedings given their current status and no accrual has been recorded by the Group as of December 31, 2018 in respect of these
proceedings.
26.

Restricted Net Assets

The Company’s ability to pay dividends is primarily dependent on the Company receiving distributions of funds from its subsidiaries and the
VIEs. Relevant PRC statutory laws and regulations permit payments of
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26.

Restricted Net Assets (Continued)

dividends by the Company’s PRC subsidiaries and the VIEs only out of their retained earnings, if any, as determined in accordance with PRC
accounting standards and regulations. The results of operations reflected in the consolidated financial statements prepared in accordance with U.S.
GAAP differ from those reflected in the statutory financial statements of the Company’s subsidiaries and the VIEs.
In accordance with the PRC Regulations on Enterprises with Foreign Investment and the articles of association of the Company’s PRC
subsidiaries, a foreign-invested enterprise established in the PRC is required to provide certain statutory reserves, namely general reserve fund, the
enterprise expansion fund and staff welfare and bonus fund which are appropriated from net profit as reported in the enterprise’s PRC statutory accounts.
A foreign-invested enterprise is required to allocate at least 10% of its annual after-tax profit to the general reserve fund until such reserve has reached
50% of its respective registered capital based on the enterprise’s PRC statutory accounts. Appropriations to the enterprise expansion fund and staff
welfare and bonus fund are at the discretion of the board of directors for all foreign-invested enterprises. The aforementioned reserves can only be used
for specific purposes and are not distributable as cash dividends. The WFOE was established as a foreign-invested enterprise and, therefore, is subject to
the above mandated restrictions on distributable profits. For the years ended December 31, 2017 and 2018, WFOE did not have after-tax profit and
therefore no statutory reserves have been allocated.
Foreign exchange and other regulations in the PRC may further restrict the Company’s VIEs from transferring funds to the Company in the form
of dividends, loans and advances. Amounts restricted include paid-in capital, additional paid-in capital, and the statutory reserves of the Company’s PRC
subsidiaries, affiliates and VIEs. As of December 31, 2018, total restricted net assets were US$45,037 thousands.
The Company performed a test on the restricted net assets of subsidiaries and VIEs in accordance with Securities and Exchange Commission
Regulation S-X Rule 4-08 (e) (3), “General Notes to Financial Statements” and concluded that the restricted net assets exceeded 25% of the
consolidated net assets of the Company as of December 31, 2018 and the condensed financial information of the Company are required to be presented
(See Note 28).
27.

Subsequent Events
The Company has evaluated subsequent events through May 24, 2019, which is the date that these financial statements are available to be issued.

In February 2019, the Company entered into a share transfer agreement with Tianjin Dongye Technology Company and Shanghai Wenhou
Investment Management Company to obtain an equity interest of 10% of Beijing Huaxianglianxin Technology Company at a total consideration of
RMB8,000,000 (equivalent to US$1,163,200). Beijing Huaxianglianxin Technology Company is a licensed mobile virtual network operator and
primarily engaged in telecommunications related business. The Company paid RMB3,000,000 in exchange for 3.75% of the equity interest of Beijing
Huaxianglianxin Technology Company in April 2019 and the remaining RMB5,000,000 will be paid within two years.
Prior to May 19, 2019, each ordinary share had a par value of US$0.001. On May 19, 2019, the Board of Directors of the Company passed the
resolution that each issued and unissued share of the authorized share capital of the Company, with a par value of US$0.001 each, be subdivided into 20
shares with a par value of US$0.00005 each. The par value of ordinary shares and preferred shares and related disclosures have been recast to reflect the
US$0.00005 par value for all periods presented in the consolidated financial statements.
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27.

Subsequent Events (Continued)

Contingencies (unaudited)
On July 16, 2019, the Patent Reexamination Board of National Intellectual Property Administration in PRC issued a reexamination decision which
invalidates the plaintiffs’ alleged patent in its entirety with respect to the patent infringement allegation in the PRC as disclosed in Note 25(c). The first
hearing of this lawsuit was held on May 13, 2019. Up to date, the final verdict is yet to be delivered.
Dual-class share structure (unaudited)
In July 2019, written resolutions were passed and approved by the board of directors of the Company and its shareholders that (a) the Group will
adopt a dual-class share structure, consisting of Class A ordinary shares and Class B ordinary shares, which will become effective immediately prior to
the completion of the Company’s IPO, and (b) immediately prior to the completion of the IPO, the authorized share capital will be increased from
US$50,000 divided into 1,000,000,000 shares of par value of US$0.00005 each, to US$100,000 divided into 2,000,000,000 shares of par value of
US$0.00005 each. Details have been disclosed in Note 29.
Stock Option Scheme (unaudited)
In July 2019, the Group adopted the Amended and Restated 2018 Stock Option Scheme (“Revised 2018 Plan”), which amends the previously
adopted 2018 Stock Option Scheme, pursuant to which the Group may grant awards to directors, officers and employees. The maximum aggregate
number of ordinary shares that may be issued under Revised 2018 Plan was 40,147,720 ordinary shares.
In July 2019, the shareholders and board of directors of the Company also approved the 2019 Share Incentive Plan (“the 2019 Plan”). Under the
2019 Plan, the maximum aggregate number of shares which may be issued pursuant to all awards will initially be 23,532,640 shares, which will be
increased by a number equal to 1.0% of the total number of shares issued and outstanding on the last day of the immediately preceding fiscal year on the
first day of each fiscal year, commencing with the fiscal year ended December 31, 2020, if determined and approved by the board of directors for the
relevant fiscal year. As of the date of this prospectus, no award has been granted under the 2019 Plan.
28.

Additional information: condensed financial statements of the Company

Regulation S-X require condensed financial information as to financial position, statement of cash flows and results of operations of a parent
company as of the same dates and for the same periods for which audited consolidated financial statements have been presented when the restricted net
assets of consolidated and unconsolidated subsidiaries together exceed 25 percent of consolidated net assets as of the end of the most recently completed
fiscal year.
The Company records its investment in its subsidiaries, VIE and VIE’s subsidiaries under the equity method of accounting.
Such investments are presented on the separate condensed balance sheets of the Company as “Long-term investments”.
The subsidiaries did not pay any dividends to the Company for the periods presented. Certain information and footnote disclosures generally
included in financial statements prepared in accordance with U.S. GAAP have
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28.

Additional information: condensed financial statements of the Company (Continued)

been condensed and omitted. The footnote disclosures represent supplemental information relating to the operations of the Company, as such, these
statements should be read in conjunction with the notes to the consolidated financial statements of the Company.
The Company did not have significant other commitments, long-term obligations, or guarantees as of December 31, 2018.
Condensed statements of comprehensive loss of the parent company
Years ended December 31,

(Amounts expressed in thousands of US$, except
for number of shares and per share data)

2017

2018

General and administrative expenses
Other income, net
Loss from operations
Interest income
Interest expense
Loss before income tax
Income tax expenses
Loss from subsidiaries and VIEs
Net loss
Accretion of Series A Preferred Shares and Series A-2 ordinary shares
Allocation to Series A-2 ordinary shares
Net loss attributable to ordinary shareholders of the Company

(7,773)
(102)
(7,875)
150
(3,162)
(10,887)
—
(8,373)
(19,260)
(3,121)
1,431
(20,950)

(2,688)
343
(2,345)
399
(3,138)
(5,084)
—
(21,473)
(26,557)
(2,209)
—
(28,766)

Net loss
Foreign currency translation adjustment
Total comprehensive loss of the Company

(19,260)
91
(19,169)

(26,557)
(537)
(27,094)
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28.

Additional information: condensed financial statements of the Company (Continued)
Condensed balance sheets of the parent company

(Amounts expressed in thousands of US$, except
for number of shares and per share data)

2017

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Due from the entities within the Group
Total current assets
Total assets
Liabilities
Current liabilities:
Due to the entities within the Group
Deficit in subsidiaries
Total current liabilities
Non-current Liabilities:
Convertible bonds
Total non-current liabilities
Total liabilities
Mezzanine equity
Series A Preferred Shares and Series A-2 ordinary shares
Total mezzanine equity
Shareholders’ (deficit) equity
Ordinary shares
Additional paid-in capital
Treasury shares
Accumulated other comprehensive income
Accumulated losses
Total shareholders’ (deficit) equity
Total liabilities, mezzanine equity and shareholders’ (deficit) equity
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2018

36,201
7,500
63,172
106,873
106,873

18,824
—
86,062
104,886
104,886

9,301
37,692
46,993

9,224
58,626
67,850

70,254
70,254
117,247

—
—
67,850

18,228
18,228

20,437
20,437

7
49,972
—
137
(78,718)
(28,602)
106,873

11
121,189
—
674
(105,275)
16,599
104,886
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28.

Additional information: condensed financial statements of the Company (Continued)
Condensed statement of cash flows of the parent company
Years ended
December 31,

(Amounts expressed in thousands of US$ except
for number of shares and per share data)

2017

Cash flows from operating activities
Net cash used in operating activities
Cash flows from financing activities
Net cash generated from financing activities
Increase/(decrease) in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of year
Cash, cash equivalents and restricted cash at end of year
29.

2018

(22,258)

(24,877)

61,702
39,444
4,257
43,701

—
(24,877)
43,701
18,824

Unaudited pro forma loss per share

The unaudited pro forma balance sheet as at December 31, 2018 assumes the automatic conversion of all of the outstanding Series A Preferred
Shares into 29,000,000 ordinary shares and the immediate vesting of restricted shares held by certain senior management upon the closing of an IPO.
In July 2019, written resolutions were passed by the board of directors of the Company and its shareholders, pursuant to which, below major
matters have been approved by the board of directors and its shareholders:
(a)

the Group will adopt a dual-class share structure, consisting of Class A ordinary shares and Class B ordinary shares, which will become
effective immediately prior to the completion of the Company’s IPO. Immediately prior to the completion of the IPO, (i) the conversion
and re-designation of all of the then currently issued and outstanding preferred shares into ordinary shares on a one-to-one basis;
(ii)122,072,980 of ordinary shares beneficially owned by Mr. Chaohui Chen and Mr. Zhiping Peng will be redesignated into Class B
ordinary shares on a one-for-one basis (iii) all of the remaining ordinary shares (including ordinary shares resulting from the conversion
and re-designation of preferred shares) will be re-designated into Class A ordinary shares on a one-to-one basis. In respect of matters
requiring the votes of shareholders, holders of Class A ordinary shares will be entitled to one vote per share, while holders of Class B
ordinary shares will be entitled to 15 votes per share.

(b)

immediately prior to the completion of the IPO, the authorized share capital will be increased from US$50,000 divided into 1,000,000,000
shares of par value of US$0.00005 each, to US$100,000 divided into 2,000,000,000 shares of par value of US$0.00005 each, of which (i)
1,700,000,000 shall be designated as Class A ordinary shares; (ii) 200,000,000 shall be designated as Class B ordinary shares; and (iii)
100,000,000 shares of such class or classes (however designated) as the board may determine in accordance with the memorandum and
articles of association.

Unaudited pro forma basic and diluted loss per share is computed by dividing losses by the weighted average number of ordinary shares
outstanding for the year plus the number of ordinary shares resulting from the assumed conversion of all of the outstanding Series A Preferred Shares
and the immediate vesting of restricted shares held by certain senior management have been vested as if such conversion had occurred at January 1,
2018.
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29.

Unaudited pro forma loss per share (Continued)

The unaudited pro forma net loss per share for the year ended December 31, 2018 giving effect to the conversion of preferred shares into ordinary
shares as of the beginning of the period using the conversion ratio of one for one upon completion of a qualified initial public offering, is as follows:
Years ended
December 31,
2018

Numerator:
Net loss attributable to ordinary shareholders
Pro forma effect of immediate vesting of restricted shares
Pro forma effect of conversion of Series A Preferred Shares
Pro forma net loss attributable to ordinary shareholders—basic

(28,766)
(169)
2,209
(26,726)

Denominator:
Denominator for basic calculation—weighted average number of ordinary shares outstanding
Pro forma effect of immediate vesting of restricted shares
Pro forma effect of conversion of Series A Preferred Shares
Pro forma weighted average ordinary shares used in computing basic loss per share
Pro forma basic and diluted net loss per ordinary share
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185,370,982
24,064,444
29,000,000
238,435,426
(0.11)
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OF COMPREHENSIVE LOSS
FOR THE SIX MONTHS ENDED JUNE 30, 2018 AND 2019
(Amounts expressed in thousands of US$, except
for number of shares and per share data)

For the six months ended June 30
2018
2019

Note

Revenues
Revenues from services
Sales of products
Cost of revenues
Cost of services
Cost of products sold
Gross profit
Research and development expenses
Sales and marketing expenses
General and administrative expenses
Other income, net
Loss from operations
Interest income
Interest expense
Loss before income tax
Income tax expenses
Net loss
Accretion of Series A Preferred Shares
Net loss attributable to ordinary shareholders of the Company

4

5

6
8

Net loss
Other comprehensive loss, net of tax
Foreign currency translation adjustment
Total comprehensive loss
Net loss per share attributable to ordinary shareholders of the Company
Basic and diluted
Weighted average number of ordinary shares used in computing net loss per share
Basic and diluted

60,582
41,488
19,094
(33,430)
(17,929)
(15,501)
27,152
(8,019)
(11,058)
(9,745)
1,049
(621)
159
(195)
(657)
—
(657)
(1,269)
(1,926)

(10,231)

(657)

(316)
(10,547)

68
(589)

(0.07)

(0.01)

162,276,569

The accompanying notes form an integral part of these unaudited interim condensed consolidated financial statements.
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62,017
42,160
19,857
(40,722)
(23,392)
(17,330)
21,295
(7,970)
(12,414)
(8,028)
(999)
(8,116)
131
(2,246)
(10,231)
—
(10,231)
(1,106)
(11,337)

232,451,900
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UNAUDITED INTERIM CONDENSED CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2018 AND JUNE 30, 2019
(Amounts expressed in thousands of US$, except
for number of shares and per share data)

Note

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Short-term deposit
Accounts receivable, net
Inventories
Prepayments and other current assets
Total current assets
Non-current assets:
Long-term investment
Property and equipment, net
Intangible assets, net
Total non-current assets
Total assets

11
12
11
13
14
15
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As of
June 30,
2019

2019
Pro forma
(Unaudited)

36,464
163
—
16,631
12,020
10,423
75,701

37,458
3,924
191
16,407
12,843
10,787
81,610

37,458
3,924
191
16,407
12,843
10,787
81,610

—
4,188
616
4,804
80,505

436
3,216
638
4,290
85,900

436
3,216
638
4,290
85,900

19

3,365

5,761

5,761

18

18,755

21,870

21,870

18

12,673
2,970

14,627
1,373

14,627
1,373

3,940
41,703

4,744
48,375

4,744
48,375

—
1,766
1,766
43,469

—
909
909
49,284

—
909
909
49,284

16
17

Liabilities
Current liabilities:
Short term borrowings
Accrued expenses and other liabilities (including US$9,818 thousands and US$10,694
thousands from the consolidated VIEs, without recourse to the Company as of December 31,
2018 and June 30, 2019, respectively)
Accounts payables (including US$4,964 thousands and US$5,031 thousands from the
consolidated VIEs, without recourse to the Company as of December 31, 2018 and June 30,
2019, respectively)
Amounts due to related parties
Contract liabilities (including US$1,930 thousands and US$1,474 thousands from the
consolidated VIEs, without recourse to the Company as of December 31, 2018 and June 30,
2019, respectively)
Total current liabilities
Non-current liabilities:
Convertible bonds
Long term borrowing
Total non-current liabilities
Total liabilities
Commitments and contingencies

As of
December 31,
2018

20

22
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UCLOUDLINK GROUP INC.
UNAUDITED INTERIM CONDENSED CONSOLIDATED BALANCE SHEETS (CONTINUED)
AS OF DECEMBER 31, 2018 AND JUNE 30, 2019
(Amounts expressed in thousands of US$, except
for number of shares and per share data)

Mezzanine equity
Series A redeemable convertible preferred shares (“Series A Preferred Shares”) (US$0.00005
par value; 29,000,000 shares authorized, and 29,000,000 shares issued and outstanding as
of December 31, 2018 and June 30, 2019)
Total mezzanine equity
Shareholders’ equity
Ordinary shares (US$0.00005 par value; 971,000,000 shares authorized; and 232,451,900 and
232,451,900 shares issued as of December 31, 2018 and June 30, 2019, respectively;
228,749,678 and 232,451,900 shares outstanding as of December 31, 2018 and June 30,
2019, respectively)
Class A ordinary shares (US$0.00005 par value; 1,700,000,000 shares authorized; nil and nil
shares issued and outstanding as of December 31, 2018 and June 30, 2019, respectively;
and 135,676,698 outstanding on a pro forma basis as of June 30, 2019)
Class B ordinary shares (US$0.00005 par value; 200,000,000 shares authorized; nil and nil
shares issued and outstanding as of December 31, 2018 and June 30, 2019, respectively;
and 122,072,980 outstanding on a pro forma basis as of June 30, 2019)
Additional paid-in capital
Treasury shares (Nil shares as of December 31, 2018 and June 30, 2019)
Accumulated other comprehensive income
Accumulated losses
Total shareholders’ equity
Total liabilities, mezzanine equity and shareholders’ equity

Note

8

As of
December 31,
2018

2019
Pro forma
(Unaudited)

20,437
20,437

21,706
21,706

—
—

11

11

—

—

—

6

7,9

—
121,189
—
674
(105,275)
16,599
80,505

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.
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As of
June 30,
2019

—
120,089
—
742
(105,932)
14,910
85,900

6
141,794
—
742
(105,932)
36,616
85,900
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UCLOUDLINK GROUP INC.
UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ (DEFICIT) EQUITY
FOR THE SIX MONTHS ENDED JUNE 30, 2018 AND 2019
(Amounts expressed in thousands of US$, except for
number of shares and per share data)

Balance as of January 1, 2018
Foreign currency translation adjustment
Net loss for the year
Issuance of ordinary shares held as treasury shares
Vesting of Restricted Shares held by certain senior
management
Accretion of Series A Preferred Shares
Balance as of June 30, 2018
(Amounts expressed in thousands of US$, except for number
of shares and per share data)

Balance as of January 1, 2019
Foreign currency translation adjustment
Net loss for the year
Vesting of Restricted Shares held by certain senior
management
Accretion of Series A Preferred Shares
Balance as of June 30, 2019

Ordinary shares

Treasury shares

Cumulative
Translation
Adjustments

Amount

Additional
paid-in capital

149,318,791
—
—
—

7
—
—
—

49,972
—
—
—

24,315,080
—
—
31,665,280

—
—
—
—

137
(316)
—
—

(78,718)
—
(10,231)
—

(28,602)
(316)
(10,231)
—

22,213,334
—
171,532,125

1
—
8

1,469
—
(1,106)
—
50,335 55,980,360

—
—
—

—
—
(179)

—
—
(88,949)

1,470
(1,106)
(38,785)

Shares

Ordinary shares
Amount

Additional
paid-in capital

228,749,678
—
—

11
—
—

121,189
—
—

3,702,222
—
232,451,900

—
—
11

169
(1,269)
120,089

Shares

Shares

Amount

Total deficit

Amount

Cumulative
translation
adjustments

—
—
—

—
—
—

674
68
—

(105,275)
—
(657)

16,599
68
(657)

—
—
—

—
—
—

—
—
742

—
—
(105,932)

169
(1,269)
14,910

Treasury shares
Shares

The accompanying notes form an integral part of these unaudited interim condensed consolidated financial statements.
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Accumulated
losses

Accumulated
losses

Total
equity
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UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE SIX MONTHS ENDED JUNE 30, 2018 AND 2019
For the six months
ended June 30
2018
2019

(Amounts expressed in thousands of US$ except for
number of shares and per share data)
Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities
Recovery for bad debts
Impairment for inventory obsolescence
Depreciation of property and equipment
Amortization of intangible assets
Loss/(Gain) on disposals of property and equipment
Loss on disposals of intangible assets
Interest expense
Share-based compensation
Foreign currency exchange losses, net
Changes in operating assets and liabilities:
Accounts receivables
Prepayments and other current assets
Inventories
Accrued expenses, accounts payable and other liabilities
Amounts due to related parties
Contract liabilities
Net cash (used in)/generated from operating activities
Cash flows from investing activities
Purchase of property and equipment
Purchase of intangible assets
Proceeds from disposal of property and equipment
Cash paid for long-term investment
Increase in short-term deposit
Net cash used in investing activities
Cash flows from financing activities
Repayment of long-term borrowing
Proceeds from bank borrowings
Repayments of bank borrowings
Net cash generated from financing activities
(Decrease)/Increase in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of year
Effect of exchange rates on cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at end of year
Supplemental disclosure of cash flow information
Interest paid
Supplemental disclosure on non-cash investing and financing activities:
—Acquisition of property and equipment in form of other payables
—Accretion of Series A-2 ordinary shares and Series A Preferred Shares

(10,231)

(657)

(130)
554
3,067
19
88
29
2,246
1,469
1,144

(27)
440
1,597
49
(113)
—
195
169
292

(10,256)
(8,579)
(13,142)
13,866
—
6,040
(13,816)

251
203
(1,263)
2,525
7
735
4,403

(4,311)
(68)
601
—
—
(3,778)

(657)
(70)
145
(436)
(191)
(1,209)

—
6,359
(998)
5,361
(12,233)
56,806
(298)
44,275

(1,124)
3,761
(1,121)
1,516
4,710
36,627
45
41,382

2,246
478
(1,106)

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.
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1.

Organization and principal activities

(a)

Organization and principal activities

UCLOUDLINK GROUP INC. (the “Company”) was incorporated in the Cayman Islands on 25 August 2014 as an exempted company with
limited liability under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands. The Company through its
consolidated subsidiaries and consolidated variable interest entities (the “VIE”) (collectively, the “Group”) is principally engaged in the provision of
data connectivity services and sales of Wi-Fi terminals and data related products to enable personal and enterprise users to access mobile internet in
more than 100 countries and areas. Due to the legal restrictions of the People’s Republic of China (the “PRC”) on foreign ownership and investment in
such business, the Company conducts its primary business operations in the PRC through its VIEs.
(b)

Principal subsidiaries and VIEs
As of June 30, 2019, the details of the Company’s principal subsidiaries and VIEs were as follows:

Entity

Place of
incorporation

Date of
incorporation

Relationship

UCLOUDLINK (HK) LIMITED

% of direct
or indirect
economic
ownership

Hong Kong

2 September 2014

Subsidiary

100%

Holding company

HONGKONG UCLOUDLINK NETWORK
TECHNOLOGY LIMITED

Principal activities

Hong Kong

25 October 2010

Subsidiary

100%

Holding company, information
technology services and sales of
terminals and data related
products

PRC

9 July 2015

Subsidiary

100%

Technology research
and development

Shenzhen uCloudlink Co.,Ltd.

PRC

7 June 2018

Subsidiary

100%

Hardware exportation

Beijing uCloudlink Technology Co., Ltd.
(“Beijing uCloudlink”)

PRC

29 January 2015

Subsidiary

100%

Holding company

Singapore

15 May 2017

Subsidiary

100%

Sales and marketing

UCLOUDLINK (UK) CO. LTD

UK

13 October 2014

Subsidiary

100%

Sales and marketing

Ucloudlink (America), Ltd.

USA

1 August 2016

Subsidiary

100%

Sales and marketing

UCLOUDLINK SDN.BHD.

Malaysia

24 August 2017

Subsidiary

100%

Sales and marketing

Shenzhen Ucloudlink Technology Limited

UCLOUDLINK (SINGAPORE) PTE. LTD.
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1.

Organization and principal activities (Continued)

(b)

Principal subsidiaries and VIEs (Continued)

Entity

uCloudlink Japan Co.,Ltd.
Shenzhen uCloudlink Network
Technology Co., Ltd (“Shenzhen
uCloudlink”)

Place of
incorporation

Date of
incorporation

Relationship

% of direct
or indirect
economic
ownership

Japan

7 March 2018

Subsidiary

100%

Sales and marketing

100%

Holder of value-added
telecommunications services
license, information technology
services and sales of terminals and
data related products

PRC

14 August 2014

Beijing uCloudlink New Technology
Co.,Ltd.(“Beijing Technology”)
PRC

15 November 2014

Consolidated
VIE

Consolidated
VIE

100%

Principal activities

Information technology services
and sales of terminals and data
related products

Refer to Note 2.3 for the unaudited interim condensed consolidated financial information of the Company’s VIEs as of December 31, 2018 and
June 30, 2019.
2.

Summary of significant accounting policies

2.1

Basis of presentation

The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”) for interim financial information. Accordingly, they do not include all of the
information and footnotes required by U.S. GAAP for complete financial statements. The unaudited interim condensed consolidated financial statements
have been prepared on the same basis as the audited consolidated financial statements as of December 31, 2017 and 2018 and for each of the years
ended December 31, 2017 and 2018. In the opinion of management, all adjustments, consisting of normal recurring adjustments necessary for the fair
statement of results for the periods presented, have been included. The results of operations of any interim period are not necessarily indicative of the
results of operations for the full year or any other interim period.
The unaudited condensed consolidated financial statements and related disclosures have been prepared with the presumption that users of the
unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements as of
December 31, 2017 and 2018 and for each of the years ended December 31, 2017 and 2018. The condensed consolidated balance sheets at
December 31, 2018 have been derived from the audited financial statements at that date but does not include all the information and footnotes required
by U.S. GAAP. Accordingly, these unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated
financial statements and notes thereto as of December 31, 2017 and 2018 and for each of the years ended December 31, 2017 and 2018.
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2.2

Use of estimates

The preparation of unaudited interim condensed consolidated financial statements requires management to make estimates and assumptions that
affect the recorded amounts reported therein. A change in facts or circumstances surrounding the estimate could result in a change to estimates and
impact future operating results.
2.3

Consolidation

The unaudited interim condensed consolidated financial statements include the financial statements of the Company and its subsidiaries, which
include the wholly-foreign owned enterprises (“WFOE”) and variable interest entities (“VIEs”) over which the Company is the primary beneficiary. All
transactions and balances among the Company and its subsidiaries have been eliminated upon consolidation. The results of subsidiaries acquired or
disposed of are recorded in the unaudited interim condensed consolidated statements of comprehensive loss from the effective date of acquisition or up
to the effective date of disposal, as appropriate.
A subsidiary is an entity in which (i) the Company directly or indirectly controls more than 50% of the voting power; or (ii) the Company has the
power to appoint or remove the majority of the members of the board of directors or to cast a majority of votes at the meeting of the board of directors or
to govern the financial and operating policies of the investee pursuant to a statute or under an agreement among the shareholders or equity holders. A
VIE is required to be consolidated by the primary beneficiary of the entity if the equity holders in the entity do not have the characteristics of a
controlling financial interest or do not have sufficient equity at risk for the entity to finance its activities without additional subordinated financial
support from other parties.
Due to legal restrictions on foreign ownership and investment in commercial internet content provider or other value-added telecommunication
service through certain PRC domestic companies, the equity interests of certain PRC domestic companies are held by PRC citizens or by PRC entities
owned and/or controlled by PRC citizens. Specifically, the PRC domestic companies that are material to the Group’s businesses are Beijing Technology
and Shenzhen uCloudlink.
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2.3

Consolidation (Continued)

The following table sets forth the assets, liabilities, results of operations and changes in cash and cash equivalents of the VIEs taken as a whole,
which were included in the Company’s unaudited interim condensed consolidated financial statements with intercompany balances and transactions
eliminated between the VIEs:
As of December 31,
As of
As of
December 31,
June 30,
2018
2019
(in thousands of US$)

Cash and cash equivalents
Restricted cash
Accounts receivable, net
Amounts due from non-VIE subsidiaries of the Company
Property and equipment and intangible assets
Long-term investment
Others
Total assets
Short term borrowings
Amounts due to non-VIE subsidiaries of the Company
Accrued expenses, account payable and other liabilities
Contract liabilities
Long term borrowing
Total liabilities

4,016
—
13,736
4,198
3,092
—
13,943
38,985
3,365
48,381
14,782
1,930
1,766
70,224

For the six months
ended June 30
2018
2019
(in thousands of US$)

Revenue
Net loss
Net cash used in operating activities
Net cash used in by investing activities
Net cash provided by financing activities
2.4

9,023
75
6,946
7,380
2,037
436
20,206
46,103
5,761
52,595
15,725
1,474
909
76,464

42,576
(4,358)
(6,626)
(271)
1,514

36,334
(1,388)
(1,322)
(294)
2,863

Long-term investment

Long-term investment represents investment of equity interest of 3.75% of Beijing Huaxianglianxin Technology Company. Beijing
Huaxianglianxin Technology Company is a licensed mobile virtual network operator and is primarily engaged in telecommunications related business.
The Group measures long-term investment over which the Group does not have significant influence or that do not have readily determinable fair value
at cost less impairment prior to January 1, 2018. Effective from January 1, 2018 with the adoption of ASU 2016-01, the Group has elected to use the
measurement alternative to account for the equity investment, and therefore carries this investment at cost adjusted for changes from observable
transactions for identical or similar investments of the same investee, less impairment.
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2.5

Fair value of financial instruments

Fair value is the price that would be received from selling an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. When determining the fair value measurements for assets and liabilities required or permitted to be recorded at fair
value, the Group considers the principal or most advantageous market in which it would transact and it considers assumptions that market participants
would use when pricing the asset or liability.
The established fair value hierarchy requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value. A financial instrument’s categorization within the fair value hierarchy is based upon the lowest level of input that is significant to
the fair value measurement.
The three levels of inputs that may be used to measure fair value include:
Level 1:

Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2:

Observable, market-based inputs, other than quoted prices, in active markets for identical assets or liabilities.

Level 3:

Unobservable inputs to the valuation methodology that are significant to the measurement of the fair value of the assets or liabilities.

Accounting guidance also describes three main approaches to measuring the fair value of assets and liabilities: (1) market approach; (2) income
approach and (3) cost approach. The market approach uses prices and other relevant information generated from market transactions involving identical
or comparable assets or liabilities. The income approach uses valuation techniques to convert future amounts to a single present value amount. The
measurement is based on the value indicated by current market expectations about those future amounts. The cost approach is based on the amount that
would currently be required to replace an asset.
The Group does not have any non-financial assets or liabilities that are recognized or disclosed at fair value in the financial statements on a
recurring basis.
The Group’s financial instruments consist principally of cash and cash equivalents, long-term investment, accounts receivable, accounts payable,
contract liabilities and other liabilities.
As of December 31, 2018 and June 30, 2019, the carrying values of cash and cash equivalents, accounts receivable, accounts payable, contract
liabilities and other liabilities approximated their fair values reported in the unaudited interim condensed consolidated balance sheets due to the short
term nature of these instruments.
2.6

Revenue recognition

Revenue is principally generated by the provision of data connectivity services and the sales of terminals and sales of data related products.
Revenue represents the fair value of the consideration received or receivable for the sales of goods and the provision of services in the ordinary course
of the Group’s activities and is recorded net of value-added tax (“VAT”). The Group recognizes revenue in accordance with ASC 606 “Revenue from
Contracts with Customers” for all years presented with full retrospective method.
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2.6

Revenue recognition (Continued)
The Group conducts its business through various contracts with customers, including:
(i)

Data connectivity services
The Group generates international data connectivity services revenues from (i) data service fees from the use of portable Wi-Fi
terminals (under its brand of “Roamingman”), (ii) data service fees generated from sales of data connectivity services to enterprise
customers, and (iii) retail sales of data connectivity services.
The Group also generates local data connectivity services revenues from (i) data service fees generated from sales of data
connectivity services to enterprise customers, and (ii) retail sales of data connectivity services.
For data connectivity services from the use of portable Wi-Fi terminals, the Group determines that the arrangement involves the
leasing of portable Wi-Fi terminals with data connectivity services embedded. The Group determines that it is the lessor in the
arrangement which contains an equipment lease component and a service non-lease component. The Group further determines that lease
component is an operating lease under ASC 840, and that the operating lease component and service component are delivered over the
same time and pattern. Therefore, the lease income and service income are recognized as data connectivity services revenue evenly over
the service period.
The Group evaluates and determines that it is the principal. For data connectivity services from the use of portable Wi-Fi terminals
and retail sales of data connectivity services, the Group views users as its customers. For data connectivity services generated from sales of
data connectivity services to enterprise customers, the Group views enterprise customers as its customers. The Group reports data
connectivity services revenues on gross basis. Accordingly, the amounts paid for data connectivity services by customers are recorded as
revenues and the related commission fees paid to its agents (mainly travel agents and other online distributors) are recorded as cost of
revenues. Where the Group is the principal, it controls the data before the data connectivity service is provided to customers. Its control is
evidenced by the inventory risk borne by the Group and the Group’s ability to direct the use of the data, and is further supported by the
Group being primarily responsible to customers and having the discretion in establishing pricing.
Data connectivity services offered to customers typically provide unlimited data usage during a fixed period of time (“contract
period”), where revenue is recognized ratably on a straight-line basis over the contract period. The Group does not have further
performance obligations to the customers after the contract period. The Group also offers data connectivity services where customers are
charged service fee based on actual data usage, where revenue is recognized as the services are provided to customers.
In providing data connectivity services to its customers, the Group procures SIM cards and data plans from various suppliers. Those
SIM cards are activated and hosted on the Group’s cloud SIM platform. The Group’s cloud SIM platform manages terminal information
and customer accounts and intelligently allocates the SIM cards and data plans and makes them available to customers who purchase the
Group’s data connectivity services. Accordingly, the Group takes inventory risk and obtains control of the SIM cards and data plans
procured and direct the use of the data on its cloud SIM platform depending on customers’ demand. The Group accounts for the SIM cards
and data plans procured as costs of revenue as data is being made available and consumed on its cloud SIM platform.
As the Group’s data connectivity services are provided without right of return and the Group does not provide any other credit and
incentive to its customers, therefore, the Group’s provision of data connectivity services does not involve variable consideration.
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2.6

Revenue recognition (Continued)
(ii)

Sales of terminals and data related products
The Group generates revenues from selling tangible products, including GlocalMe portable Wi-Fi terminals and GlocalMe World
Phone series, as well as SIM cards, to enterprise and retail customers and business partners. Sales of terminals and data related products
are recognized when control of promised goods is transferred to the customers, which generally occurs upon the acceptance of the goods
by the customers.
For sales of Wi-Fi terminals, one gigabyte of free data connectivity service is normally included as a bundle package for the first time
purchase of the terminals. There are two separate performance obligations in such bundle sales as the Wi-Fi terminal is a distinct good
while the data connectivity service is a distinct service. The Group allocates the transaction price to each distinct performance obligation
based on their relative standalone selling prices. The Group then recognizes revenue for each of the distinct performance obligations
identified in accordance with the applicable revenue recognition method relevant for that obligation. For revenue related to the Wi-Fi
terminals, revenue is recognized when the control of the Wi-Fi terminals is transferred. For revenue related to the data connectivity
service, it is recognized ratably on a straight line basis over the relevant contract period.

(iii)

Provision of PaaS or SaaS services
Platform-as-a-Service (PaaS) or Software-as-a-Service (SaaS) mainly consist of fees generated from providing cloud SIM platform
as a service to business partners. The Group provides its cloud SIM platform as a service to business partners enabling them to manage
their data resources. Business partners using the platform are charged service fees for the use of the cloud SIM platform services. The
Group has continuous obligation to ensure the performance of the platform over the service period. Revenue is recognized ratably over the
contract period as business partners simultaneously consume and receive benefits from the service. The Group does not provide any other
credit and incentive related to the cloud SIM platform services, therefore there is no variable consideration in the arrangement.

(iv)

Contract balance
Contract liabilities represent the cash collected upfront from the customers for purchase of data connectivity services or purchase of
Wi-Fi terminals, while the underlying data connectivity services have not yet been rendered or the Wi-Fi terminals have not been delivered
to the customers by the Group, which is included in the presentation of contract liabilities.
Due to the generally short-term duration of the relevant contracts, all performance obligations are satisfied within one year. Where
transaction prices for data connectivity services and Wi-Fi terminals are received upfront from the customers, such receipts are recorded as
contract liabilities and recognized as revenues over the contract period. The opening balance of contract liabilities from several customers
as of January 1, 2018 was US$2,930 thousands. For the six months ended June 30, 2018 and 2019, revenue amounting to
US$2,542 thousands and US$3,940 thousands were included in the contract liabilities balance at the beginning of the respective period.

2.7

Deferred offering costs

Deferred offering costs, which consist of direct incremental legal, consulting, banking and accounting fees relating to anticipated equity offerings,
are capitalized and will be offset against proceeds upon the
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2.7

Deferred offering costs (Continued)

consummation of the offerings within shareholders’ equity. In the event an anticipated offering is terminated, deferred offering costs will be expensed.
As of December 31, 2018, there were no capitalized deferred offering costs. As of June 30, 2019, there were US$860 thousands of deferred offering
costs capitalized and classified in prepayments and other current assets in the unaudited interim condensed consolidated balance sheet.
3.

Recent accounting pronouncements

In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments—Overall (Subtopic 825-10): Recognition and Measurement of
Financial Assets and Financial Liabilities (“ASU 2016-01”). The main objective of this update is to enhance the reporting model for financial
instruments to provide users of financial statements with more decision-useful information. ASU 2016-01 changes how entities measure certain equity
investments and present changes in the fair value of financial liabilities measured under the fair value option that are attributable to their own credit. The
guidance also changes certain disclosure requirements and other aspects of current U.S. GAAP. Further, in March 2018, the FASB issued “Technical
Corrections and Improvements to Financial Instruments—Overall (Subtopic 825-10): Recognition and Measurement of Financial Assets and Financial
Liabilities”, which provides further guidance on adjustments for observable transaction for equity securities without a readily determinable fair value
and clarification on fair value option for liabilities instruments. ASU 2016-01 is effective for annual reporting periods, and interim periods within those
years beginning after December 15, 2017. The Group plans to adopt this new guidance beginning for the year ending December 31, 2019 and interim
periods in the year ending December 31, 2020. The Group does not believe the adoption of the standard will have a significant impact on its
consolidated financial statements.
In February 2016, the FASB issued ASU No. 2016-02, “Leases (Topic 842)”, which increases lease transparency and comparability among
organizations. Under the new standard, lessees will be required to recognize all assets and liabilities arising from leases on the balance sheet, with the
exception of leases with a term of 12 months or less, which permits a lessee to make an accounting policy election by class of underlying asset not to
recognize lease assets and liabilities. The ASU is effective for reporting periods beginning after December 15, 2018 and interim periods within those
fiscal years. Early adoption is permitted. In March 2018, the FASB approved an alternative transition method to the modified retrospective approach,
which eliminates the requirement to restate prior period financial statements and allows the cumulative effect of the retrospective allocation to be
recorded as an adjustment to the opening balance of retained earnings at the date of adoption. The Group will adopt this new guidance for the fiscal
years beginning after December 15, 2019 and interim periods within fiscal years beginning after December 15, 2020. Most of leases will continue to be
operating leases. Upon the adoption, the Group expects its consolidated balance sheet to include a right of use asset and liability related to substantially
all of our lease arrangements. The Group is currently evaluating the impact that the adoption of this standard will have on its financial condition and
results from operations.
In June 2016, the FASB issued ASU No. 2016-13 “Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments”. The new guidance amended guidance on reporting credit losses for assets held at amortized cost basis and available for sale debt
securities. For available for sale debt securities, credit losses will be presented as an allowance rather than as a write-down. This standard is effective for
fiscal years beginning after December 15, 2019, including interim periods within those fiscal years. Early adoption is permitted for all entities. The
Group is currently assessing the impact of adopting this standard on its consolidated financial statements.
In August 2016, the FASB issued ASU No. 2016-15 “Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash
Payments”. This standard clarifies the classification of certain cash receipts
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and cash payments in the statement of cash flows, including debt prepayment or extinguishment costs, settlement of contingent consideration arising
from a business combination, insurance settlement proceeds, and distributions from certain equity method investees. For all other entities, the
amendments are effective for fiscal years beginning after December 15, 2018, and interim periods within fiscal years beginning after December 15,
2019. The Group plans to adopt this new guidance for the year ending December 31, 2019 and interim periods in the year ending December 31, 2020.
The Group does not believe the adoption of the standard will have a significant impact on its consolidated financial statements.
In August 2018, the FASB issued ASU No. 2018-15, “Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Customer’s
Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract”. This standard aligns the requirements
for capitalizing implementation costs incurred in a hosting arrangement with the requirements for capitalizing implementation costs incurred to develop
or obtain internal-use software. The implementation costs incurred in a hosting arrangement that is a service contract should be presented as a prepaid
asset in the balance sheet and expensed over the term of the hosting arrangement to the same line item in the statement of operations as the costs related
to the hosting fees. This standard is effective for annual reporting periods beginning after December 15, 2020, and interim periods within annual periods
beginning after December 15, 2021. The amendments should be applied either retrospectively or prospectively to all implementation costs incurred after
adoption. The Group is currently assessing the impact of adopting this standard on its consolidated financial statements.
In August 2018, the FASB issued ASU No. 2018-13, “Fair Value Measurement (Topic 820)”. This standard modifies disclosure requirements
related to fair value measurement and is effective for all entities for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2019. Early adoption is permitted. Implementation on a prospective or retrospective basis varies by specific disclosure requirement. The
standard also allows for early adoption of any removed or modified disclosures upon issuance while delaying adoption of the additional disclosures until
their effective date. The Group is currently assessing the impact of adopting this standard on its consolidated financial statements.
4.

Revenues
For the Six Months Ended
June 30,
June 30,
2018
2019
(in thousands of US$)

Revenues from services
—Data connectivity services
International data connectivity services
Local data connectivity services
—PaaS and SaaS services
—Others
Sales of products
—Sales of terminals
—Sales of data related products
—Others
Total Revenue
F-63

40,034
39,873
161
2,057
69
42,160

37,316
36,920
396
3,501
671
41,488

14,631
5,225
1
19,857
62,017

15,871
3,196
27
19,094
60,582
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Disaggregation of revenue
In the following table, revenue is geographically disaggregated according to the locations of the customers.
For the six months
ended June 30
2018
2019

(In thousands)

China
Japan
Hong Kong
Taiwan
North America
Southeast Asia
Europe
Others
Total
5

32,280
8,139
7,691
3,734
3,574
5,244
1,299
56
62,017

25,457
19,755
1,597
2,842
4,860
4,000
1,923
148
60,582

Other (losses)/income, net
For the six months
ended June 30
2018
2019

(In thousands)

Foreign exchange losses, net
Government grants (note)
Gains on disposal of property and equipment, net
Others
Total

(1,144)
213
2
(70)
(999)

(292)
942
113
286
1,049

Note:

Government grants mainly represent 1amounts received from central and local governments in connection with the Group’s investments in local
business districts and contributions to technology development.
6.

Taxation

(a)

Income taxes
The Group’s loss/(profit) before income taxes consisted of:
For the six months ended June 30
2018
2019

(In thousands)

Non-PRC
PRC
Total

844
9,387
10,231
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(a)

Income taxes (Continued)
The reconciliations of the income tax expenses for the six months ended June 30, 2018 and 2019 were as follows:

(In thousands)

Loss before income tax
Income tax computed at statutory PRC income tax rate (25%)(i)
Differential income tax rates applicable to certain entities comprising the Group
Effect of tax holiday
Permanent differences
Change in valuation allowance
Accelerated deductions on research and development expenses(iii)
Income tax expenses
(i)
(ii)

For the six months ended June 30
2018
2019

(10,231)
(2,558)
1,281
623
1,940
(512)
(774)
—

(657)
(164)
(445)
216
722
166
(495)
—

The PRC statutory income tax rate was used because the majority of the Group’s operations are based in the PRC.
This amount represents tax incentives relating to the research and development expenses of certain major operating subsidiaries in the PRC. This tax incentive enables those
subsidiaries to claim an additional tax deduction amounting to 75% of the qualified research and development expenses incurred.

The per share effect of the tax holidays are as follows:
For the six months ended June 30
2018
2019

(In thousands)

Effect of tax holiday
Per share effect - basic and diluted
(b)

623
0.00

216
0.00

Deferred tax assets

Deferred income tax expense reflects the net tax effects of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for income tax purposes. The components of the deferred tax assets are as follows:
As of
December 31,
2018

(In thousands)

Deferred tax assets
Net operating loss carryforwards
Accrued expenses and others
Less: valuation allowance
Net deferred tax assets

6,666
107
(6,773)
—
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2019

6,873
66
(6,939)
—
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(b)

Deferred tax assets (Continued)
Movement of valuation allowance
For the six months ended
June 30
2018
2019

(In thousands)

Balance at beginning of the year
Change of valuation allowance
Balance at end of the year
(c)

5,657
(512)
5,145

6,773
166
6,939

Uncertain tax position

The Group evaluates the level of authority for each uncertain tax position (including the potential application of interest and penalties) based on
the technical merits, and measures the unrecognized benefits associated with the tax positions. As of December 31, 2018 and June 30, 2019, the Group
did not have any significant unrecognized uncertain tax positions. The Group does not anticipate any significant increase to our liability for
unrecognized tax benefit within the next 12 months. Interest and penalties related to income tax matters, if any, is included in income tax expense.
7.

Ordinary shares

The Company’s original Memorandum and Articles of Association authorizes the Company to issue 50,000,000 ordinary shares with a par value
of US$0.001 per share. After a share split effective on May 19, 2019, the Company’s amended Memorandum and Articles of Association authorizes the
Company to issue 1,000,000,000 ordinary shares with a par value of US$0.00005 per share. As of December 31, 2018 and June 30, 2019, the Company
had 228,749,678 and 232,451,900 ordinary shares outstanding, respectively. Each ordinary share is entitled to one vote.
8.

Redeemable and convertible shares
The activities of Series A Preferred Shares included in mezzanine equity for the six months ended June 30, 2018 and 2019 are as follows:

(In thousands)

Total

Balance as of January 1, 2018
Accretion
Balance of June 30, 2018
Balance as of January 1, 2019
Accretion
Balance of June 30, 2019
(i)

18,228
1,106
19,334
20,437
1,269
21,706

The Series A-2 redeemable ordinary shares were initially accounted as mezzanine equity because of the redemption feature embedded at the holders’ option, while upon the expiration
of the redemption right at December 31, 2017, the Series A-2 redeemable ordinary shares were transferred to ordinary shares.
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Share-based awards
Compensation expense recognized for share-based awards was as follow:

Share-based compensation expenses
(In thousands)

—Restricted shares owned by certain senior management(a)
—Share options(b)
Total
(a)

December 31,
2018

June 30,
2019

2,282
—
2,282

169
—
169

Restricted Shares

The fair value of each restricted share granted with service conditions is estimated based on the fair market value of the underlying ordinary shares
of the Company on the date of grant.
A summary of the Restricted Shares activity for the six months ended June 30, 2018 and 2019 is presented below:
Restricted Shares held
by certain senior
management

(Number of shares)

As of January 1, 2018
Vested
As of June 30, 2018
As of January 1, 2019
Vested
As of June 30, 2019
(b)

48,128,889
(22,213,334)
25,915,555
3,702,222
(3,702,222)
—

Share options

In December 2018, the Company adopted a share incentive plan, which is referred to as the 2018 Stock Option Scheme (“the 2018 Plan”). The
purpose of the plan is to attract and retain the best available personnel by linking the personal interests of the members of the board, employees, and
consultants to the success of the Company’s business and by providing such individuals with an incentive to reward their performance. Under the 2018
Plan, the maximum number of shares in respect of which options, restricted shares, or restricted share units may be granted is 55,980,360 shares.
On December 31, 2018, the Company granted 12,187,420 share options to employees pursuant to the 2018 Plan.
These options were granted with exercise prices denominated in US$. The grantees can exercise vested options after the commencement date of
exercise and before the end of its contractual term (i.e. 5 years after the commencement date of exercise). The commencement date of exercise is 6
months after the completion of the IPO.
All share based payments to employees are measured based on their grant-date fair values. Compensation expense is recognized by graded vesting
method.
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(b)

Share options (Continued)
A summary of the changes in the share options granted by the Company during for the six months ended June 30, 2018 and 2019 is as follows:
Number of share
options

Outstanding as of January 1, 2019
Exercisable as of January 1, 2019
Granted
Outstanding as of June 30, 2019
Exercisable as of June 30, 2019

12,187,420
—
—
12,187,420
—

Weighted average
exercise price

Aggregate
intrinsic value

$

$37,604,315
—
$
—
$37,604,315
—

$
$

0.51
—
—
0.51
—

The Group calculated the estimated fair value of an options on the grant date using the binomial option pricing model with assistance from an
independent valuation firm. Assumptions used to determine the fair value of share options granted during the six months ended June 30, 2019 is
summarized in the following table:
Six months ended
June 30
2019

(In thousands)

Risk-free interest rate(i)
Expected dividend yield(ii)
Expected volatility(iii)
Grant date fair value
(i)
(ii)
(iii)

2.60%
0.00%
34.88%
3.64

$

Risk-free interest rate is based on the yields of United States Treasury securities with maturities similar to the expected life of the share options in effect at the time of grant.
Expected dividend yield is assumed to be 0% as the Company has no history or expectation of paying dividend on its ordinary shares.
Expected volatility is assumed based on the historical volatility of the Company’s comparable companies in the period equal to the expected life of each grant.

As of June 30, 2019, there were US$37,874 thousands of unrecognized share-based compensation expenses related to share options granted by
Company.
10.

Loss per share
Basic and diluted net loss per share for each of the year presented were calculated as follows:

(In thousands of US$ except share data and per share data)

Numerator:
Net loss
Add: accretion of Series A Preferred Shares
Net loss attributable to ordinary shareholders of the Company for computing basic and diluted net loss per share
Denominator:
Weighted average number of ordinary shares outstanding used in calculating basic and diluted net loss per share
Basic and diluted net loss per ordinary share
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Six months ended June 30,
2018
2019

(10,231)
(1,106)
(11,337)

(657)
(1,269)
(1,926)

162,276,569
(0.07)

232,451,900
(0.01)
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10.

Loss per share (Continued)
Diluted earnings per share do not include the following instruments as their inclusion would have been anti-dilutive:
Six months ended June 30,
2018
2019

Convertible Redeemable Preferred Shares
Convertible Bonds
Restricted Shares
Share options awards
Total
11.

29,000,000
35,004,220
25,915,556
—
89,919,776

29,000,000
—
—
12,187,420
41,187,420

Cash and cash equivalents and short-term deposit

Cash and cash equivalents represent cash on hand, cash held at bank, and term deposit placed with banks or other financial institutions, which
have original maturities of three months or less.
Short-term deposit represents time deposit placed with bank with original maturity more than three months but less than one year. The Group had
US$191 thousand of short-term deposit as of June 30, 2019, with an original maturity of 12 months denominated in HKD.
Cash on hand, cash held at bank and short-term deposit balance as of December 31, 2018 and June 30, 2019 primarily consist of the following
currencies:
December 31, 2018
Original
US$
Currency
equivalent

(In thousands)

US$
RMB
HKD
Others
Total
12.

22,556
72,100
8,150

22,556
10,484
1,040
2,384
36,464

June 30, 2019
Original
US$
Currency
equivalent

15,150
116,460
5,103

15,150
16,908
652
4,939
37,649

December 31,
2018

June 30,
2019

—
163
163

3,244
680
3,924

Restricted cash

(In thousands)

US$ denominated
RMB denominated
Total

The Group’s restricted cash substantially represented balance held in a restricted bank account pursuant to short-term borrowing agreements (see
Note 19 for details). The restricted cash held in US$ and RMB carry fixed interest at the rate of 0.05% and 0.35% per annum, respectively, as of
June 30, 2019.
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13.

Accounts receivable, net
December 31,
2018

(In thousands)

Accounts receivable
Less: Allowance for doubtful accounts
Accounts receivable, net
14.

17,104
(473)
16,631

December 31,
2018

Raw materials
Finished goods
Less: write-down of obsolete inventories
Total inventories

7,101
5,678
(759)
12,020

June 30,
2019

6,606
6,677
(440)
12,843

Prepayments and other current assets

(In thousands)

Prepayment to suppliers
Deposits
Export tax receivable
VAT recoverable
Deferred cost of data connectivity services
Deferred offering cost
Prepaid expenses
Others
Total of prepayments and other current assets
16.

16,862
(455)
16,407

Inventories

(In thousands)

15.

June 30,
2019

December 31,
2018

June 30,
2019

3,452
2,454
2,330
743
303
—
333
808
10,423

3,762
2,684
1,436
31
203
860
1,202
609
10,787

Property and equipment, net
Property and equipment consist of the following:
December 31,
2018

(In thousands)

Computers
Server & switch
Office equipment
Wi-Fi terminals for data connectivity services
Leasehold improvement
Total original costs
Less: accumulated depreciation
Net book value

818
759
1,078
10,935
527
14,117
(9,929)
4,188
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June 30,
2019

836
778
1,260
11,319
538
14,731
(11,515)
3,216
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16.

Property and equipment, net (Continued)

Depreciation expenses recognized for the six months ended June 30, 2018 and 2019 were US$3,067 thousands and US$1,597 thousands,
respectively.
17.

Intangible assets, net
Carrying
Amount

(In thousands)

December 31, 2018
Purchased Software
Trademarks
Licensed copyrights
Intangible assets

485
115
165
765
Carrying
Amount

(In thousands)

June 30, 2019
Purchased Software
Trademarks
Licensed copyrights
Intangible assets

551
169
115
835

Accumulated
amortization

Net Carrying
Amount

(66)
(36)
(47)
(149)

419
79
118
616

Accumulated
amortization

Net Carrying
Amount

(100)
(56)
(41)
(197)

451
113
74
638

Amortization expenses recognized for the six months ended June 30, 2018 and 2019 were US$19 thousands and US$49 thousands, respectively.
18.

Accounts payable, accrued expenses and other liabilities

(In thousands)

Accounts payable to suppliers
Accrued bonus and staff costs
Other deposits
Other taxes payable (note)
Deferred government grant
Accrued professional fees
Accrued marketing expenses
Others
Total

December 31,
2018

June 30,
2019

12,739
11,953
2,322
1,173
162
1,542
216
1,321
31,428

14,627
14,194
3,250
353
162
2,402
139
1,370
36,497

Note:

Other taxes payable represent business tax, VAT and related surcharges and PRC individual income tax of employees withheld by the Group.
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19.

Short-term borrowings

(In thousands)

Bank borrowings (note)
Other borrowing (note 20)
Total

December 31,
2018

June 30,
2019

1,098
2,267
3,365

3,761
2,000
5,761

Note:

The Group entered into loan agreements with commercial banks on January 21, 2019 amounting to US$3,761 thousand for working capital and
business development purpose. These short-term bank borrowings bear interest rate of 6.5%(2018:6.09% ~ 6.61%) per annum. Restricted cash
amounting to US$ 3,761 thousand was held in a restricted bank account as required by this loan agreement as of June 30, 2019 (as of December 31,
2018: nil).
20.

Long-term borrowing

In November 2018, the Company entered into a 2-year financing agreement with an independent third-party finance lease company amounting to
US$4,362 thousands with equivalent accounts receivable of the Group pledged. The interest rate is 9% per annum.
21.

Related party transactions

(a)

Related parties
As at June 30, 2019, the name and relationship with related parties are as follows:

Related Party

Mr. Zhiping Peng
Mr. Chaohui Chen
Maya
(b)

Relationship with the Company

Chairman of the Company
Director and Chief Executive Officer of the Company
Equity method investee of the Company

During the six months ended June 30, 2018 and 2019, other than disclosed elsewhere, the Company had the following material related party
transactions:

(In thousands)

Revenue from provision of data connectivity services and sales of terminals and data related products:
Maya
(c)

Six months ended June 30,
2018
2019

—

1,627

The Company had the following related party balances as of December 31, 2018 and June 30, 2019:

(In thousands)

Deposits received from related party:
Maya
Advance from related party:
Maya
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December 31,
2018

June 30,
2019

2,970

1,289

—

84
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22.

Commitments and contingencies

(a)

Operating lease commitments

The Group has leased office premises and buildings under non-cancellable operating lease agreements. These leases have different terms and
renewal rights.
Year

(In thousands)

Remainder of 2019
2020
2021
2022
2023
Total

1,085
1,225
87
48
—
2,445

For the six months ended June 30, 2018 and 2019, the Group incurred rental expenses under operating leases US$1,842 thousands and US$1,468
thousands, respectively.
(b)

Purchase commitment for purchase of data

As at June 30, 2019, the Group has future minimum purchase commitment related to the purchase of data of US$3,783 thousands and US$1,067
thousands within the remainder of 2019 and 2020, respectively.
(c)

Contingencies

In June 2018, HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED and Ucloudlink (America), Ltd., two wholly-owned
subsidiaries of the Company, were named as defendants in a complaint filed by SIMO Holding Inc. (“SIMO”) in the United States District Court for the
Southern District of New York, alleging patent infringements. The trial judge delivered a final judgement in June 2019, and the Group estimates that the
maximum amount of loss in an unfavorable outcome will be approximately US$8.5 million. The Group intends to file an appeal of the court ruling in
the United States Court of Appeals for the Federal Circuit.
In August 2018, two affiliates of SIMO, namely Shenzhen Sibowei’ersi Technology Co., Ltd. and Shenzhen Skyroam Technology Co., Ltd.,
jointly filed a complaint against Shenzhen uCloudlink Network Technology Co., Ltd. in Guangzhou Intellectual Property Court in the PRC alleging
patent infringements and claimed damages up to RMB10.5 million (equivalent to US$1.6 million). The Group has filed an invalidation petition against
their alleged patent in Patent Reexamination Board of National Intellectual Property Administration in the PRC. On July 16, 2019, the Patent
Reexamination Board of National Intellectual Property Administration issued a reexamination decision which invalidated the plaintiffs’ alleged patent in
its entirety with respect to the patent infringement allegation. The first hearing of this lawsuit was held on May 13, 2019. Up to date, the final verdict is
yet to be delivered.
In June 2019, Shenzhen Skyroam Technology Co., Ltd. filed a complaint against one of the Group’s employees, one of the Group’s officers,
Shenzhen Ucloudlink Technology Limited and Shenzhen uCloudlink Network Technology Co., Ltd. in the Intermediate People’s Court of Shenzhen
alleging trade secret misappropriation and claimed damage of approximately US$14 million and cessation of misappropriation. The first hearing of this
lawsuit will be held on September 11, 2019. Also, in June 2019, Shenzhen Skyroam Technology Co., Ltd. filed a complaint against the Shenzhen
Ucloudlink Technology Limited in the Intermediate People’s Court of Shenzhen regarding a patent ownership dispute. The first hearing of this lawsuit
will be held on August 23, 2019. In addition, the Group learned that in July 2019, Shenzhen Skyroam Technology Co., Ltd. filed another complaint
against the Shenzhen Ucloudlink Technology Limited, but the Group has not received court notice so far.
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22.

Commitments and contingencies (Continued)

(c)

Contingencies (Continued)

The Group believes the aforementioned allegations are without merit and will defend vigorously. The Group is unable, however, to predict the
outcome of these proceedings given their current status and no accrual has been recorded by the Group as of June 30, 2019 in respect of these
proceedings.
23.

Subsequent Events

The Company has evaluated subsequent events through August 15, 2019, which is the date that these financial statements are available to be
issued.
Dual-class share structure
In July 2019, written resolutions were passed and approved by the board of directors of the Company and its shareholders that (a) the Group will
adopt a dual-class share structure, consisting of Class A ordinary shares and Class B ordinary shares, which will become effective immediately prior to
the completion of the Company’s IPO, and (b) immediately prior to the completion of the IPO, the authorized share capital will be increased from
US$50,000 divided into 1,000,000,000 shares of par value of US$0.00005 each, to US$100,000 divided into 2,000,000,000 shares of par value of
US$0.00005 each.
Stock Option Scheme
In July 2019, the Group adopted the Amended and Restated 2018 Stock Option Scheme (“Revised 2018 Plan”), which amends the previously
adopted 2018 Stock Option Scheme, pursuant to which the Group may grant awards to directors, officers and employees. The maximum aggregate
number of ordinary shares that may be issued under Revised 2018 Plan was 40,147,720 ordinary shares.
In July 2019, the shareholders and board of directors of the Company also approved the 2019 Share Incentive Plan (“the 2019 Plan”). Under the
2019 Plan, the maximum aggregate number of shares which may be issued pursuant to all awards will initially be 23,532,640 shares, which will be
increased by a number equal to 1.0% of the total number of shares issued and outstanding on the last day of the immediately preceding fiscal year on the
first day of each fiscal year, commencing with the fiscal year ended December 31, 2020, if determined and approved by the board of directors for the
relevant fiscal year. As of the date of this prospectus, no award has been granted under the 2019 Plan.
Issuance of New Share Options
In August 2019, the Company granted 5,414,300 share options to its employees, under the Revised 2018 Plan, with a weighted average exercise
price of US$0.54. These share options are subject to a vesting period of 5 years.
24

Unaudited pro forma loss per share

The unaudited pro forma balance sheet as at June 30, 2019 assumes the automatic conversion of all of the outstanding Series A Preferred Shares
into 29,000,000 ordinary shares and the immediate vesting of restricted shares held by certain senior management upon the closing of an IPO.
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Unaudited pro forma loss per share (Continued)

In July 2019, written resolutions were passed by the board of directors of the Company and its shareholders, pursuant to which, below major
matters have been approved by the board of directors and its shareholders:
(a)

the Group will adopt a dual-class share structure, consisting of Class A ordinary shares and Class B ordinary shares, which will become
effective immediately prior to the completion of the Company’s IPO. Immediately prior to the completion of the IPO, (i) the conversion
and re-designation of all of the then currently issued and outstanding preferred shares into ordinary shares on a one-to-one basis; (ii)
122,072,980 of ordinary shares beneficially owned by Mr. Chaohui Chen and Mr. Zhiping Peng will be redesignated into Class B ordinary
shares on a one-for-one basis (iii) all of the remaining ordinary shares (including ordinary shares resulting from the conversion and redesignation of preferred shares) will be re-designated into Class A ordinary shares on a one-to-one basis. In respect of matters requiring the
votes of shareholders, holders of Class A ordinary shares will be entitled to one vote per share, while holders of Class B ordinary shares
will be entitled to 15 votes per share.

(b)

immediately prior to the completion of the IPO, the authorized share capital will be increased from US$50,000 divided into 1,000,000,000
shares of par value of US$0.00005 each, to US$100,000 divided into 2,000,000,000 shares of par value of US$0.00005 each, of which (i)
1,700,000,000 shall be designated as Class A ordinary shares; (ii) 200,000,000 shall be designated as Class B ordinary shares; and (iii)
100,000,000 shares of such class or classes (however designated) as the board may determine in accordance with the memorandum and
articles of association.

Unaudited pro forma basic and diluted loss per share is computed by dividing losses by the weighted average number of ordinary shares
outstanding for the year plus the number of ordinary shares resulting from the assumed conversion of all of the outstanding Series A Preferred Shares
and the immediate vesting of restricted shares held by certain senior management have been vested as if such conversion had occurred at January 1,
2019.
The unaudited pro forma net loss per share for the six months ended June 30, 2019 giving effect to the conversion of preferred shares into ordinary
shares as of the beginning of the period using the conversion ratio of one for one upon completion of a qualified initial public offering, is as follows:
Six months ended
June 30,
2019

Numerator:
Net loss attributable to ordinary shareholders
Pro forma effect of conversion of Series A Preferred Shares
Pro forma net loss attributable to ordinary shareholders—basic

(1,926)
1,269
(657)

Denominator:
Denominator for basic calculation—weighted average number of ordinary shares outstanding
Pro forma effect of immediate vesting of restricted shares
Pro forma effect of conversion of Series A Preferred Shares
Pro forma weighted average ordinary shares used in computing basic loss per share
Pro forma basic and diluted net loss per ordinary share
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231,917,135
534,765
29,000,000
261,451,900
(0.00)
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PART II
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 6.

INDEMNIFICATION OF DIRECTORS AND OFFICERS.

Cayman Islands law does not limit the extent to which a company’s articles of association may provide for indemnification of officers and
directors, except to the extent any such provision may be held by the Cayman Islands courts to be contrary to public policy, such as to provide
indemnification against civil fraud or the consequences of committing a crime.
The post-offering memorandum and articles of association that we expect to adopt and to become effective immediately prior to the completion of
this offering provide that we shall indemnify our directors and officers (each an indemnified person) against all actions, proceedings, costs, charges,
expenses, losses, damages or liabilities incurred or sustained by such indemnified person, other than by reason of such person’s own dishonesty, willful
default or fraud, in or about the conduct of our company’s business or affairs (including as a result of any mistake of judgment) or in the execution or
discharge of his duties, powers, authorities or discretions, including, without prejudice to the generality of the foregoing, any costs, expenses, losses or
liabilities incurred by such indemnified person in defending (whether successfully or otherwise) any civil proceedings concerning our company or its
affairs in any court whether in the Cayman Islands or elsewhere.
Pursuant to the indemnification agreements, the form of which is filed as Exhibit 10.2 to this registration statement, we agree to indemnify our
directors and executive officers against certain liabilities and expenses incurred by such persons in connection with claims made by reason of their being
such a director or officer.
The underwriting agreement, the form of which will be filed as Exhibit 1.1 to this registration statement, will also provide indemnification for us
and our officers and directors for certain liabilities.
Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or persons controlling us pursuant
to the foregoing provisions, we have been informed that in the opinion of the SEC such indemnification is against public policy as expressed in the
Securities Act and is therefore unenforceable.
ITEM 7.

RECENT SALES OF UNREGISTERED SECURITIES.

In the past three years, we have issued the following securities (including options to acquire our ordinary shares). We believe that each of the
following issuances was exempt from registration under the Securities Act pursuant to Section 4(2) of the Securities Act regarding transactions not
involving a public offering or in reliance on Regulation S under the Securities Act regarding sales by an issuer in offshore transactions. No underwriters
were involved in these issuances of securities.
Securities/Purchaser

Ordinary shares
Wealth Plus Investments Limited
Shenzhen Hainei Lirong Technology Investment Fund
Partnership

Date of
Issuance

Number of
Securities

Consideration

March 2, 2017

4,251,300

US$5.0 million

March 2, 2017

4,251,300

US$5.0 million
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Securities/Purchaser

Haitong Global Investment SPC III (acting on behalf
and for the account of Haitong Momentum
Investment Fund I S.P.)
Haitong Global Investment SPC III (acting on behalf
and for the account of Haitong-Harvest Global
Technology Fund S.P.)
Convertible bonds
Haitong Momentum Investment Fund I S.P.
Haitong-Harvest Global Technology Fund S.P.
Warrants
Innoven Capital China Pte. Ltd.

Options
Certain officers and employees

ITEM 8.
(a)

Date of
Issuance

Number of
Securities

Consideration

August 28, 2018

27,758,780

US$55.0 million principal
amount of convertible bonds

August 28, 2018

7,245,440

US$15.0 million principal
amount of convertible bonds

April 21, 2017
May 31, 2017

US$55.0 million
US$15.0 million

November 6,
2018

Right to subscribe, up
to RMB5.0 million
worth of equity
securities of our
company

N/A

December 31,
2018 - August 6,
2019

Outstanding options to
purchase 17,401,720
ordinary shares

Past and future services
provided by these
individuals to us

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.

Exhibits
See Exhibit Index beginning on page II-4 of this registration statement.

The agreements included as exhibits to this registration statement contain representations and warranties by each of the parties to the applicable
agreement. These representations and warranties were made solely for the benefit of the other parties to the applicable agreement and (i) were not
intended to be treated as categorical statements of fact, but rather as a way of allocating the risk to one of the parties if those statements prove to be
inaccurate; (ii) may have been qualified in such agreement by disclosure that was made to the other party in connection with the negotiation of the
applicable agreement; (iii) may apply contract standards of “materiality” that are different from “materiality” under the applicable securities laws; and
(iv) were made only as of the date of the applicable agreement or such other date or dates as may be specified in the agreement.
We acknowledge that, notwithstanding the inclusion of the foregoing cautionary statements, we are responsible for considering whether additional
specific disclosure of material information regarding material contractual provisions is required to make the statements in this registration statement not
misleading.
(b)

Financial Statement Schedules

Schedules have been omitted because the information required to be set forth therein is not applicable or is shown in the Consolidated Financial
Statements or the Notes thereto.
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ITEM 9.

UNDERTAKINGS.

The undersigned registrant hereby undertakes to provide to the underwriter at the closing specified in the underwriting agreements, certificates in
such denominations and registered in such names as required by the underwriter to permit prompt delivery to each purchaser.
Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons of the
registrant pursuant to the provisions described in Item 6, or otherwise, the registrant has been advised that in the opinion of the SEC such
indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification
against such liabilities (other than the payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the registrant
in the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities
being registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of
appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities Act and will be governed
by the final adjudication of such issue.
The undersigned registrant hereby undertakes that:
(1) For purposes of determining any liability under the Securities Act, the information omitted from the form of prospectus filed as part of this
registration statement in reliance upon Rule 430A and contained in a form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or
497(h) under the Securities Act shall be deemed to be part of this registration statement as of the time it was declared effective.
(2) For the purpose of determining any liability under the Securities Act, each post-effective amendment that contains a form of prospectus shall
be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to
be the initial bona fide offering thereof.
(3) For the purpose of determining liability under the Securities Act to any purchaser, each prospectus filed pursuant to Rule 424(b) as part of a
registration statement relating to an offering, other than registration statements relying on Rule 430B or other than prospectuses filed in reliance on Rule
430A, shall be deemed to be part of and included in the registration statement as of the date it is first used after effectiveness; provided, however, that no
statement made in a registration statement or prospectus that is part of the registration statement or made in a document incorporated or deemed
incorporated by reference into the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of
contract of sale prior to such first use, supersede or modify any statement that was made in the registration statement or prospectus that was part of the
registration statement or made in any such document immediately prior to such date of first use.
(4) For the purpose of determining any liability of the registrant under the Securities Act to any purchaser in the initial distribution of the
securities, the undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to this registration
statement, regardless of the underwriting method used to sell the securities to the purchaser, if the securities are offered or sold to such purchaser by
means of any of the following communications, the undersigned registrant will be a seller to the purchaser and will be considered to offer or sell such
securities to such purchaser:
(i)

Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed pursuant to Rule 424;

(ii)

Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or referred to by the
undersigned registrant;
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(iii)

The portion of any other free writing prospectus relating to the offering containing material information about the undersigned registrant or
its securities provided by or on behalf of the undersigned registrant; and

(iv)

Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.
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Exhibit Index
Exhibit
Number

Description of Document

1.1*

Form of Underwriting Agreement

3.1

Fifth Amended and Restated Memorandum and Articles of Association of the Registrant, as currently in effect

3.2

Sixth Amended and Restated Memorandum and Articles of Association of the Registrant, effective immediately prior to the closing of
this offering

4.1*

Registrant’s Specimen American Depositary Receipt (included in Exhibit 4.3)

4.2*

Registrant’s Specimen Certificate for Ordinary Shares

4.3*

Form of Deposit Agreement, among the Registrant, the depositary and the holders and beneficial owners of American Depositary Shares
issued thereunder

4.4

Third Amended and Restated Shareholders Agreement between the Registrant and other parties thereto dated April 21, 2017

4.5*

Voting Agreement between the Registrant and other parties thereto dated July 10, 2019

5.1†

Form of Opinion of Maples and Calder (Hong Kong) LLP regarding the validity of the ordinary shares being registered and certain
Cayman Islands tax matters

8.1†

Form of Opinion of Maples and Calder (Hong Kong) LLP regarding certain Cayman Islands tax matters (included in Exhibit 5.1)

8.2†

Form of Opinion of Han Kun Law Offices regarding certain PRC tax matters (included in Exhibit 99.2)

8.3

Form of Opinion of Guantao & Chow Solicitors and Notaries regarding certain Hong Kong tax matters (included in Exhibit 99.3)

10.1†

Amended and Restated 2018 Stock Option Scheme

10.2†

2019 Share Incentive Plan

10.3†

Form of Indemnification Agreement between the Registrant and its directors and executive officers

10.4†

Form of Employment Agreement between the Registrant and its executive officers

10.5†

English translation of the Business Operation Agreement among Shenzhen uCloudlink, its shareholder and Beijing uCloudlink, and
English translation of the Power of Attorney, as currently in effect, by the shareholder of Shenzhen uCloudlink

10.6†

English translation of Equity Interest Pledge Agreement among Shenzhen uCloudlink, its shareholder and Beijing uCloudlink

10.7†

English translation of Exclusive Technology Consulting and Services Agreement between Shenzhen uCloudlink and Beijing uCloudlink

10.8†

English translation of Option Agreement among Shenzhen uCloudlink, its shareholder and Beijing uCloudlink

10.9†

English translation of the Business Operation Agreement among Beijing Technology, its shareholders and Beijing uCloudlink, and
English translation of the Power of Attorney, as currently in effect, by the shareholders of Beijing Technology

10.10†

English translation of Equity Interest Pledge Agreement among Beijing Technology, its shareholders and Beijing uCloudlink
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Description of Document

10.11†

English translation of Exclusive Technology Consulting and Services Agreement between Beijing Technology and Beijing uCloudlink

10.12†

English translation of Option Agreement among Beijing Technology, its shareholders and Beijing uCloudlink

10.13†

English translation of the executed form of Spousal Consent Letter by the spouses of shareholders of Beijing Technology, as currently in
effect, and a schedule of all spousal consent letters adopting the same form

10.14

Note Purchase Agreement between the Registrant and other parties thereto dated April 19, 2017

10.15

Instrument Constituting and Regulating Warrants to Subscribe for Shares in the Registrant dated November 6, 2018 and Warrant
Certificate issued by the Registrant

21.1

Principal Subsidiaries of the Registrant

23.1*

Consent of PricewaterhouseCoopers Zhong Tian LLP, an independent registered public accounting firm

23.2†

Consent of Maples and Calder (Hong Kong) LLP (included in Exhibit 5.1)

23.3†

Consent of Han Kun Law Offices (included in Exhibit 99.2)

23.4

Consent of Guantao & Chow Solicitors and Notaries (included in Exhibit 99.3)

23.5*

Consent of Hong Ni, independent director appointee

23.6*

Consent of Onward Choi, independent director appointee

24.1*

Powers of Attorney (included on signature page)

99.1†

Code of Business Conduct and Ethics of the Registrant

99.2†

Form of Opinion of Han Kun Law Offices regarding certain PRC law matters

99.3

Form of Opinion of Guantao & Chow Solicitors and Notaries regarding certain Hong Kong law matters

99.4†

Consent of Frost & Sullivan

†
*

Previously filed.
To be filed by amendment.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, as amended, the registrant certifies that it has reasonable grounds to believe that it
meets all of the requirements for filing on Form F-1 and has duly caused this registration statement to be signed on its behalf by the undersigned,
thereunto duly authorized, in Hong Kong, on
.
UCLOUDLINK GROUP INC.
By:
Name: Chaohui Chen
Title: Director and Chief Executive Officer
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POWER OF ATTORNEY
Each person whose signature appears below constitutes and appoints Chaohui Chen, Yimeng Shi and Matthias Vukovich as attorney-in-fact with
full power of substitution for him or her in any and all capacities to do any and all acts and all things and to execute any and all instruments which said
attorney and agent may deem necessary or desirable to enable the registrant to comply with the Securities Act of 1933, as amended (the “Securities
Act”), and any rules, regulations and requirements of the Securities and Exchange Commission thereunder, in connection with the registration under the
Securities Act of ordinary shares of the registrant (the “Shares”), including, without limitation, the power and authority to sign the name of each of the
undersigned in the capacities indicated below to the Registration Statement on Form F-1 (the “Registration Statement”) to be filed with the Securities
and Exchange Commission with respect to such Shares, to any and all amendments or supplements to such Registration Statement, whether such
amendments or supplements are filed before or after the effective date of such Registration Statement, to any related Registration Statement filed
pursuant to Rule 462(b) under the Securities Act, and to any and all instruments or documents filed as part of or in connection with such Registration
Statement or any and all amendments thereto, whether such amendments are filed before or after the effective date of such Registration Statement; and
each of the undersigned hereby ratifies and confirms all that such attorney and agent shall do or cause to be done by virtue hereof.
Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed by the following persons in
the capacities indicated on
.
Signature

Title

Director and Chief Executive Officer (Principal Executive Officer)
Chaohui Chen
Chairman of the Board of Directors
Zhiping Peng
Director
Zhigang Du
Chief Financial Officer (Principal Financial and Accounting Officer)
Yimeng Shi
Co-Chief Financial Officer (Principal Financial and Accounting Officer)
Matthias Vukovich
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SIGNATURE OF AUTHORIZED REPRESENTATIVE IN THE UNITED STATES
Pursuant to the Securities Act of 1933, the undersigned, the duly authorized representative in the United States of UCLOUDLINK GROUP INC.,
has signed this registration statement or amendment thereto in
on
.
Authorized U.S. Representative
By:
Name:
Title:
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Exhibit 3.1
THE COMPANIES LAW (2016 REVISION)
OF THE CAYMAN ISLANDS COMPANY
LIMITED BY SHARES
FIFTH AMENDED AND RESTATED MEMORANDUM OF ASSOCIATION
OF
UCLOUDLINK GROUP INC.
(As adopted by Special Resolution on April 19, 2017)
1

The name of the Company is UCLOUDLINK GROUP INC.

2

The Registered Office of the Company shall be at the offices of Maricorp Services Ltd., P.O. Box 2075, #31 The Strand, 46 Canal Point Drive,
Grand Cayman KY1-1105, Cayman Islands or at such other place as the Directors may from time to time decide.

3

The objects for which the Company is established are unrestricted and the Company shall have full power and authority to carry out any object not
prohibited by the Companies Law or as the same may be revised from time to time, or any other law of the Cayman Islands.

4

The liability of each Shareholder is limited to the amount from time to time unpaid on such Shareholder’s shares.

5

The Company has power to register by way of continuation as a body corporate limited by shares under the laws of any jurisdiction outside the
Cayman Islands and to be deregistered in the Cayman Islands.

6

Capitalised terms that are not defined in this Memorandum of Association bear the same meaning as those given in the Articles of Association of
the Company.

7

The authorised share capital of the Company is US$50,000 divided into 50,000,000 shares of par value US$0.001 each, of which 48,550,000 shall
be designated as Ordinary Shares of par value of US$0.001 each, 1,450,000 shall be designated as Series A Preferred Shares US$0.001 each.
1

THE COMPANIES LAW (2016 REVISION)
OF THE CAYMAN ISLANDS
COMPANY LIMITED BY SHARES
FIFTH AMENDED AND RESTATED ARTICLES OF ASSOCIATION
OF
UCLOUDLINK GROUP INC.
(As adopted by Special Resolution on April 19, 2017)
INTERPRETATION
1

In these Articles Table A in the First Schedule to the Statute does not apply and, unless there is something in the subject or context inconsistent
therewith:

“Articles”

means these fifth amended and restated articles of association of the Company (including the Schedule A
hereto) as amended from time to time by Special Resolution.

“Auditor”

means the person for the time being performing the duties of auditor of the Company (if any).

“Company”

means the above named company.

“Directors”

means the directors for the time being of the Company.

“Investor Directors”

has the meaning set forth in Schedule A.

“Memorandum”

means the fifth amended and restated memorandum of association of the Company, as amended from time to time by
Special Resolution.

“Ordinary Resolution”

means a resolution passed by a simple majority of the Shareholders as, being entitled to do so, vote in person or, where
proxies are allowed, by proxy at a general meeting, and includes a unanimous written resolution. In computing the
majority when a poll is demanded regard shall be had to the number of votes to which each Shareholder is entitled by the
Articles.

“Person”

shall be construed as broadly as possible and shall include an individual, a partnership (including a limited liability
partnership), a company, an association, a joint stock company, a limited liability company, a trust, a joint venture, a
legal person, an unincorporated organization and a governmental authority.
1

“Seal”

means the common seal of the Company and includes every duplicate seal.

“Shareholder”

means any individual or entity holding Shares in the Company.

“Share” and “Shares”

means a share or shares in the Company and includes a fraction of a share.

“Special Resolution”

means, in accordance with the Statute and these Articles, a Shareholders’ resolution expressed to be a special resolution
and passed either (i) as a unanimous written resolution signed by all Shareholders entitled to vote, or (ii) at a meeting by
Shareholders holding at least two-thirds of all the issued and outstanding shares of the Company calculated on a fully
converted basis (which Shareholders, being entitled to do so, vote in person or, where proxies are allowed, by proxy at a
general meeting of which notice specifying the intention to propose the resolution as a special resolution has been duly
given), subject to Section 6.3 of the Schedule A..

“Statute”

means the Companies Law (2016 REVISION) of the Cayman Islands.

2

In the Articles:
2.1

words importing the singular number include the plural number and vice versa;

2.2

words importing the masculine gender include the feminine gender;

2.3

words importing persons include corporations;

2.4

“written” and “in writing” include all modes of representing or reproducing words in visible form, including in the form of an electronic
record;

2.5

references to provisions of any law or regulation shall be construed as references to those provisions as amended, modified, re-enacted or
replaced from time to time;

2.6

any phrase introduced by the terms “including”, “include”, “in particular” or any similar expression shall be construed as illustrative and
shall not limit the sense of the words preceding those terms;

2.7

headings are inserted for reference only and shall be ignored in construing these Articles; and
2

2.8

in these Articles Section 8 of the Electronic Transactions Law (as amended) shall not apply.
PRIORITY OF THE PROVISIONS SET OUT IN THE SCHEDULE

3

All provisions set out in the main body of these articles shall be read in conjunction with and shall be subject to the terms set out in the Schedule A
hereto, which provide further details on the rights of holders of preferred shares. In the event of any difference between the provisions set out in
the main body of these Articles and the provisions set out in the Schedule A hereto, the provisions set out in the Schedule A hereto shall prevail.
COMMENCEMENT OF BUSINESS

4

The business of the Company may be commenced as soon after incorporation as the Directors shall see fit.

5

The Directors may pay, out of the capital or any other monies of the Company, all expenses incurred in or about the formation and establishment
of the Company, including the expenses of registration.
ISSUE OF SHARES

6

Subject to the other provisions in the Memorandum and Articles (and to any direction that may be given by the Company in general meeting) and
without prejudice to any rights attached to any existing Shares, the Directors may allot, issue, grant options over or otherwise dispose of Shares
(including fractions of a Share) with or without preferred, deferred or other rights or restrictions, whether in regard to Dividend, voting, return of
capital or otherwise and to such persons, at such times and on such other terms as they think proper.

7

The Company shall not issue Shares to bearer.
REGISTER OF SHAREHOLDERS

8

The Company shall maintain or cause to be maintained the register of members in accordance with the Statute.
CLOSING REGISTER OF MEMBERS OR FIXING RECORD DATE

9

For the purpose of determining Shareholders entitled to notice of, or to vote at any meeting of Shareholders or any adjournment thereof, or
Shareholders entitled to receive payment of any dividend, or in order to make a determination of Shareholders for any other purpose, the Directors
may provide that the register of members shall be closed for transfers for a stated period which shall not in any case exceed forty days. If the
register of members shall be closed for the purpose of determining Shareholders entitled to notice of, or to vote at, a meeting of Shareholders the
register of members shall be closed for at least five days immediately preceding the meeting.
3

10

In lieu of, or apart from, closing the register of members, the Directors may fix in advance or arrears a date as the record date for any such
determination of Shareholders entitled to notice of, or to vote at any meeting of the Shareholders or any adjournment thereof, or for the purpose of
determining the Shareholders entitled to receive payment of any dividend or in order to make a determination of Shareholders for any other
purpose.

11

If the register of members is not so closed and no record date is fixed for the determination of Shareholders entitled to notice of, or to vote at, a
meeting of Shareholders or Shareholders entitled to receive payment of a dividend, the date on which notice of the meeting is sent or the date on
which the resolution of the Directors declaring such dividend is adopted, as the case may be, shall be the record date for such determination of
Shareholders. When a determination of Shareholders entitled to vote at any meeting of Shareholders has been made as provided in this Article,
such determination shall apply to any adjournment thereof.
CERTIFICATES FOR SHARES

12

A Shareholder shall only be entitled to a share certificate if the Directors resolve that share certificates shall be issued. Share certificates
representing Shares, if any, shall be in such form as the Directors may determine. Share certificates shall be signed by one or more Directors or
other person authorised by the Directors. The Directors may authorise certificates to be issued with the authorised signature(s) affixed by
mechanical process. All certificates for Shares shall be consecutively numbered or otherwise identified and shall specify the Shares to which they
relate. All certificates surrendered to the Company for transfer shall be cancelled and subject to these Articles no new certificate shall be issued
until the former certificate representing a like number of relevant Shares shall have been surrendered and cancelled.

13

The Company shall not be bound to issue more than one certificate for Shares held jointly by more than one person and delivery of a certificate to
one joint holder shall be a sufficient delivery to all of them.

14

If a share certificate is defaced, worn out, lost or destroyed, it may be renewed on such terms (if any) as to evidence and indemnity and on the
payment of such expenses reasonably incurred by the Company in investigating evidence, as the Directors may prescribe, and (in the case of
defacement or wearing out) upon delivery of the old certificate.
REDEMPTION AND REPURCHASE OF SHARES

15

Subject to the Statute and the other provisions in the Memorandum and Articles, the Company may issue Shares that are to be redeemed or are
liable to be redeemed at the option of the Shareholder or the Company. The redemption of such Shares shall be effected in such manner as the
Company may determine before the issue of the Shares or as set forth in the Articles.

16

Subject to the Statute and other provisions in the Memorandum and Articles, the Company may purchase its own Shares (including any
redeemable Shares).
4

17

The Company may make a payment in respect of the redemption or purchase of its own Shares in any manner permitted by the Statute, including
out of capital.
VARIATION OF RIGHTS OF SHARES

18

Subject to the Statute and the other provisions in the Memorandum and Articles, if at any time the share capital of the Company is divided into
different classes of Shares, the rights attached to any class (unless otherwise provided by the terms of issue of the Shares of that class) may,
whether or not the Company is being wound-up, be varied with the consent in writing of the holders of at least two thirds of the issued and
outstanding Shares of that class.

19

Subject to the Statute and the other provisions in the Memorandum and Articles, the rights conferred upon the holders of the Shares of any class
issued with preferred or other rights shall not, unless otherwise expressly provided by the terms of issue of the Shares of that class, be deemed to
be varied by the creation or issue of further Shares ranking pari passu therewith and the provisions of these Articles relating to general meetings
shall apply to every class meeting of the holders of one class of Shares except that the necessary quorum shall be one person holding or
representing by proxy at least a majority of the issued Shares of the class and that any holder of Shares of the class present in person or by proxy
may demand a poll.
COMMISSION ON SALE OF SHARES

20

The Company may, in so far as the Statute permits, pay a commission to any person in consideration of his subscribing or agreeing to subscribe
whether absolutely or conditionally for any Shares of the Company. Such commissions may be satisfied by the payment of cash and/or the issue of
fully or partly paid-up Shares. The Company may also on any issue of Shares pay such brokerage as may be lawful.
NON RECOGNITION OF TRUSTS

21

The Company shall not be bound by or compelled to recognise in any way (even when notified) any equitable, contingent, future or partial interest
in any Share, or (except only as is otherwise provided by these Articles or the Statute) any other rights in respect of any Share other than an
absolute right to the entirety thereof in the registered holder.
LIEN ON SHARES

22

The Company shall have a first and paramount lien on all Shares (whether fully paid-up or not) registered in the name of a Shareholder (whether
solely or jointly with others) for all debts, liabilities or engagements to or with the Company (whether presently payable or not) by such
Shareholder or his estate, either alone or jointly with any other person, whether a Shareholder or not, but the Directors may at any time declare any
Share to be wholly or in part exempt from the provisions of this Article. The registration of a transfer of any such Share shall operate as a waiver
of the Company’s lien thereon. The Company’s lien on a Share shall also extend to any amount payable in respect of that Share.
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23

The Company may sell, in such manner as the Directors think fit, any Shares on which the Company has a lien, if a sum in respect of which the
lien exists is presently payable, and is not paid within fourteen clear days after notice has been given to the holder of the Shares, or to the person
entitled to it in consequence of the death or bankruptcy of the holder, demanding payment and stating that if the notice is not complied with the
Shares may be sold.

24

To give effect to any such sale the Directors may authorise any person to execute an instrument of transfer of the Shares sold to, or in accordance
with the directions of, the purchaser. The purchaser or his nominee shall be registered as the holder of the Shares comprised in any such transfer,
and he shall not be bound to see to the application of the purchase money, nor shall his title to the Shares be affected by any irregularity or
invalidity in the sale or the exercise of the Company’s power of sale under these Articles.

25

The net proceeds of such sale after payment of costs, shall be applied in payment of such part of the amount in respect of which the lien exists as is
presently payable and any residue shall (subject to a like lien for sums not presently payable as existed upon the Shares before the sale) be paid to
the person entitled to the Shares at the date of the sale.
CALL ON SHARES

26

Subject to the terms of the allotment the Directors may from time to time make calls upon the Shareholders in respect of any monies unpaid on
their Shares (whether in respect of par value or premium), and each Shareholder shall (subject to receiving at least fourteen days notice specifying
the time or times of payment) pay to the Company at the time or times so specified the amount called on the Shares. A call may be revoked or
postponed as the Directors may determine. A call may be required to be paid by instalments. A person upon whom a call is made shall remain
liable for calls made upon him notwithstanding the subsequent transfer of the Shares in respect of which the call was made.

27

A call shall be deemed to have been made at the time when the resolution of the Directors authorising such call was passed.

28

The joint holders of a Share shall be jointly and severally liable to pay all calls in respect thereof.

29

If a call remains unpaid after it has become due and payable, the person from whom it is due shall pay interest on the amount unpaid from the day
it became due and payable until it is paid at such rate as the Directors may determine, but the Directors may waive payment of the interest wholly
or in part.

30

An amount payable in respect of a Share on allotment or at any fixed date, whether on account of the par value of the Share or premium or
otherwise, shall be deemed to be a call and if it is not paid all the provisions of these Articles shall apply as if that amount had become due and
payable by virtue of a call.
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31

The Directors may issue Shares with different terms as to the amount and times of payment of calls, or the interest to be paid.

32

The Directors may, if they think fit, receive an amount from any Shareholder willing to advance all or any part of the monies uncalled and unpaid
upon any Shares held by him, and may (until the amount would otherwise become payable) pay interest at such rate as may be agreed upon
between the Directors and the Shareholder paying such amount in advance.

33

No such amount paid in advance of calls shall entitle the Shareholder paying such amount to any portion of a dividend declared in respect of any
period prior to the date upon which such amount would, but for such payment, become payable.
FORFEITURE OF SHARES

34

If a call remains unpaid after it has become due and payable the Directors may give to the person from whom it is due not less than fourteen clear
days notice requiring payment of the amount unpaid together with any interest, which may have accrued. The notice shall specify where payment
is to be made and shall state that if the notice is not complied with the Shares in respect of which the call was made will be liable to be forfeited.

35

If the notice is not complied with any Share in respect of which it was given may, before the payment required by the notice has been made, be
forfeited by a resolution of the Directors. Such forfeiture shall include all dividends or other monies declared payable in respect of the forfeited
Share and not paid before the forfeiture.

36

A forfeited Share may be sold, re-allotted or otherwise disposed of on such terms and in such manner as the Directors think fit and at any time
before a sale, re-allotment or disposition the forfeiture may be cancelled on such terms as the Directors think fit. Where for the purposes of its
disposal a forfeited Share is to be transferred to any person the Directors may authorise some person to execute an instrument of transfer of the
Share in favour of that person.

37

A person any of whose Shares have been forfeited shall cease to be a Shareholder in respect of them and shall surrender to the Company for
cancellation the certificate for the Shares forfeited and shall remain liable to pay to the Company all monies which at the date of forfeiture were
payable by him to the Company in respect of those Shares together with interest, but his liability shall cease if and when the Company shall have
received payment in full of all monies due and payable by him in respect of those Shares.

38

A certificate in writing under the hand of one Director or officer of the Company that a Share has been forfeited on a specified date shall be
conclusive evidence of the fact as against all persons claiming to be entitled to the Share. The certificate shall (subject to the execution of an
instrument of transfer) constitute a good title to the Share and the person to whom the Share is disposed of shall not be bound to see to the
application of the purchase money, if any, nor shall his title to the Share be affected by any irregularity or invalidity in the proceedings in reference
to the forfeiture, sale or disposal of the Share.
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39

The provisions of these Articles as to forfeiture shall apply in the case of non payment of any sum which, by the terms of issue of a Share,
becomes payable at a fixed time, whether on account of the par value of the Share or by way of premium as if it had been payable by virtue of a
call duly made and notified.
TRANSFER AND TRANSMISSION OF SHARES

40

The instrument of transfer of any Share shall be in writing and shall be executed by or on behalf of the transferor (and if the Directors so require,
signed by the transferee). The transferor shall be deemed to remain the holder of a Share until the name of the transferee is entered in the register
of members. The Directors may decline to register any transfer of Shares if such transfer of Shares does not comply with the terms of any
agreement between the Company and such transferring Shareholder.

41

If a Shareholder dies the survivor or survivors where he was a joint holder, and his legal personal representatives where he was a sole holder, shall
are the only persons recognised by the Company as having any title to his interest. The estate of a deceased Shareholder is not thereby released
from any liability in respect of any Share, which had been jointly held by him.

42

Any person becoming entitled to a Share in consequence of the death or bankruptcy or liquidation or dissolution of a Shareholder (or in any other
way than by transfer) may, upon such evidence being produced as may from time to time be required by the Directors, elect either to become the
holder of the Share or to have some person nominated by him as the transferee. If he elects to become the holder he shall give notice to the
Company to that effect, but the Directors shall, in either case, have the same right to decline or suspend registration as they would have had in the
case of a transfer of the Share by that Shareholder before his death or bankruptcy, as the case may be.

43

If the person so becoming entitled shall elect to be registered himself as holder he shall deliver or send to the Company a notice in writing signed
by him stating that he so elects.

44

A person becoming entitled to a Share by reason of the death or bankruptcy or liquidation or dissolution of the holder (or in any other case than by
transfer) shall be entitled to the same dividends and other advantages to which he would be entitled if he were the registered holder of the Share.
However, he shall not, before being registered as a Shareholder in respect of the Share, be entitled in respect of it to exercise any right conferred
by ownership in relation to meetings of the Company and the Directors may at any time give notice requiring any such person to elect either to be
registered himself or to transfer the Share. If the notice is not complied with within ninety days of being received or deemed to be received as
determined pursuant to the Articles, the Directors may thereafter withhold payment of all dividends, bonuses or other monies payable in respect of
the Share until the requirements of the notice have been complied with.
REGISTERED OFFICE

45

Subject to the Statute, the Company may by resolution of the Directors change the location of its registered office.
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GENERAL MEETINGS
46

All general meetings other than annual general meetings shall be called extraordinary general meetings.

47

The Company shall, if required by the Statute, in each year hold a general meeting as its annual general meeting, and shall specify the meeting as
such in the notices calling it. The annual general meeting shall be held at such time and place as the Directors shall appoint. At these meetings the
report of the Directors (if any) shall be presented.

48

The Company may hold an annual general meeting, but shall not (unless required by Statute) be obliged to hold an annual general meeting.

49

The Directors may call general meetings, and they shall on a Shareholders requisition forthwith proceed to convene an extraordinary general
meeting of the Company.

50

A Shareholders requisition is a requisition of Shareholders of the Company holding at the date of deposit of the requisition not less than ten
percent of the outstanding capital of the Company which as at that date carries the right of voting at general meetings of the Company.

51

The requisition must state the objects of the meeting and must be signed by the requisitionists and deposited at the registered office, and may
consist of several documents in like form each signed by one or more requisitionists.

52

If the Directors do not within twenty-one days from the date of the deposit of the requisition duly proceed to convene a general meeting to be held
within a further twenty-one days, the requisitionists, or any of them representing more than one-half of the total voting rights of all of them, may
themselves convene a general meeting, but any meeting so convened shall not be held after the expiration of three months after the expiration of
the said twenty-one days.

53

A general meeting convened as aforesaid by requisitionists shall be convened in the same manner as nearly as possible as that in which general
meetings are to be convened by Directors.
NOTICE OF GENERAL MEETINGS

54

Written notice shall be given not less than five (5) days nor more than sixty (60) days before the date of any general meeting. Every notice shall be
exclusive of the day on which it is given or deemed to be given and of the day for which it is given and shall specify the place, the day and the
hour of the meeting and the general nature of the business and shall be given in manner hereinafter mentioned or in such other manner if any as
may be prescribed by the Company, provided that a general meeting of the Company shall, whether or not the notice specified in this regulation
has been given and whether or not the provisions of the Articles regarding general meetings have been complied with, be deemed to have been
duly convened if it is so agreed:
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55

54.1

in the case of an annual general meeting, by all the Shareholders (or their proxies) entitled to attend and vote thereat; and

54.2

in the case of an extraordinary general meeting, by a majority in number of the Shareholders (or their proxies) having a right to attend and
vote at the meeting, being a majority together holding not less than seventy five percent of the outstanding Shares giving that right.

The accidental omission to give notice of a general meeting to, or the non receipt of notice of a meeting by, any person entitled to receive notice
shall not invalidate the proceedings of that meeting.
PROCEEDINGS AT GENERAL MEETINGS

56

No business shall be transacted at any general meeting unless a quorum is present. Unless otherwise provided by law, or the Articles, a simple
majority of the Shares entitled to vote, present in person or represented by proxy, shall constitute a quorum at a meeting of Shareholders.

57

A person may participate at a general meeting by conference telephone or other communications equipment by means of which all the persons
participating in the meeting can communicate with each other. Participation by a person in a general meeting in this manner is treated as presence
in person at that meeting.

58

A resolution (including a Special Resolution) in writing (in one or more counterparts) signed by all Shareholders for the time being entitled to
receive notice of and to attend and vote at general meetings (or, being corporations, signed by their duly authorised representatives) shall be as
valid and effective as if the resolution had been passed at a general meeting of the Company duly convened and held.

59

Unless otherwise provided by law or the Articles, if a quorum is not present within half an hour from the time appointed for the meeting or if
during such a meeting a quorum ceases to be present, the meeting, if convened upon the requisition of Shareholders, shall be dissolved and in any
other case it shall stand adjourned to the same day in the next week at the same time and place or to such other day, time or such other place as the
Directors may determine, and if at the adjourned meeting a quorum is not present within half an hour from the time appointed for the meeting the
Shareholders present shall be a quorum.

60

The chairman, if any, of the board of Directors shall preside as chairman at every general meeting of the Company, or if there is no such chairman,
or if he shall not be present within fifteen minutes after the time appointed for the holding of the meeting, or is unwilling to act, the Directors
present shall elect one of their number to be chairman of the meeting.

61

If no Director is willing to act as chairman or if no Director is present within fifteen minutes after the time appointed for holding the meeting, the
Shareholders present shall choose one of their numbers to be chairman of the meeting.
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62

The chairman may, with the consent of a meeting at which a quorum is present, (and shall if so directed by the meeting), adjourn the meeting from
time to time and from place to place, but no business shall be transacted at any adjourned meeting other than the business left unfinished at the
meeting from which the adjournment took place. When a general meeting is adjourned for thirty days or more, notice of the adjourned meeting
shall be given as in the case of an original meeting. Otherwise it shall not be necessary to give any such notice.

63

A resolution put to the vote of the meeting shall be decided by a poll conducted by the chairman of the meeting. A vote by show of hands in lieu
of a poll shall not be permitted.

64

Except on a poll demanded on the election of a chairman or on a question of adjournment, a poll shall be taken as the chairman directs, and the
result of the poll shall be deemed to be the resolution of the general meeting at which the poll was demanded.

65

A poll demanded on the election of a chairman or on a question of adjournment shall be taken forthwith. A poll demanded on any other question
shall be taken at such time as the chairman of the general meeting directs, and any business other than that upon which a poll has been demanded
or is contingent thereon may proceed pending the taking of the poll.

66

In the case of an equality of votes, the chairman shall not be entitled to a second or casting vote.
VOTES OF SHAREHOLDERS

67

Subject to any rights or restrictions attached to any Shares, on a poll every Shareholder shall have one vote for every Share of which he is the
holder.

68

A Shareholder of unsound mind, or in respect of whom an order has been made by any court, having jurisdiction in lunacy, may vote, by his
committee, receiver, curator bonis, or other person on such Shareholder’s behalf appointed by that court, and any such committee, receiver, curator
bonis or other person may vote by proxy.

69

No person shall be entitled to vote at any general meeting or at any separate meeting of the holders of a class of Shares unless he is registered as a
Shareholder on the record date for such meeting nor unless all calls or other monies then payable by him in respect of Shares have been paid.

70

No objection shall be raised to the qualification of any voter except at the general meeting or adjourned general meeting at which the vote objected
to is given or tendered and every vote not disallowed at the meeting shall be valid. Any objection made in due time shall be referred to the
chairman whose decision shall be final and conclusive.

71

On a poll votes may be cast either personally or by proxy. A Shareholder may appoint more than one proxy or the same proxy under one or more
instruments to attend and vote at a meeting.
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72

A Shareholder holding more than one Share need not cast the votes in respect of his Shares in the same way on any resolution and therefore may
vote a Share or some or all such Shares either for or against a resolution and/or abstain from voting a Share or some or all of the Shares and,
subject to the terms of the instrument appointing him, a proxy appointed under one or more instruments may vote a Share or some or all of the
Shares in respect of which he is appointed either for or against a resolution and/or abstain from voting.
PROXIES

73

The instrument appointing a proxy shall be in writing, be executed under the hand of the appointor or of his attorney duly authorised in writing, or,
if the appointor is a corporation under the hand of an officer or attorney duly authorised for that purpose. A proxy need not be a Shareholder of the
Company.

74

The instrument appointing a proxy shall be deposited at the registered office or at such other place as is specified for that purpose in the notice
convening the meeting, or in any instrument of proxy sent out by the Company:
74.1

not less than 48 hours before the time for holding the meeting or adjourned meeting at which the person named in the instrument proposes
to vote; or

74.2

in the case of a poll taken more than 48 hours after it is demanded, be deposited as aforesaid after the poll has been demanded and not less
than 24 hours before the time appointed for the taking of the poll; or

74.3

where the poll is not taken forthwith but is taken not more than 48 hours after it was demanded be delivered at the meeting at which the
poll was demanded to the chairman or to the secretary or to any director;
provided that the Directors may in the notice convening the meeting, or in an instrument of proxy sent out by the Company, direct that the
instrument appointing a proxy may be deposited (no later than the time for holding the meeting or adjourned meeting) at the registered
office or at such other place as is specified for that purpose in the notice convening the meeting, or in any instrument of proxy sent out by
the Company. The chairman may in any event at his discretion direct that an instrument of proxy shall be deemed to have been duly
deposited. An instrument of proxy that is not deposited in the manner permitted shall be invalid.

75

The instrument appointing a proxy may be in any usual or common form and may be expressed to be for a particular meeting or any adjournment
thereof or generally until revoked. An instrument appointing a proxy shall be deemed to include the power to demand or join or concur in
demanding a poll.

76

Votes given in accordance with the terms of an instrument of proxy shall be valid notwithstanding the previous death or insanity of the principal or
revocation of the proxy or of the authority under which the proxy was executed, or the transfer of the Share in respect of which the proxy is given
unless notice in writing of such death, insanity, revocation or transfer was received by the Company at the registered office before the
commencement of the general meeting, or adjourned meeting at which it is sought to use the proxy.
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CORPORATE SHAREHOLDERS
77

Any corporation or other non-natural person which is a Shareholder may in accordance with its constitutional documents, or in the absence of such
provision by resolution of its directors or other governing body, authorise such person as it thinks fit to act as its representative at any meeting of
the Company or of any class of Shareholders, and the person so authorised shall be entitled to exercise the same powers on behalf of the
corporation which he represents as the corporation could exercise if it were an individual Shareholder.
SHARES THAT MAY NOT BE VOTED

78

Shares in the Company that are beneficially owned by the Company shall not be voted, directly or indirectly, at any meeting and shall not be
counted in determining the total number of outstanding Shares at any given time.
DIRECTORS

79

Except as otherwise provided herein, the number of Directors of the Company shall be determined from time to time by the Board of Directors.
The first Directors of the Company shall be determined in writing by, or appointed by a resolution of, the subscriber(s) to the Memorandum.
Except as otherwise provided in the Articles, each Director shall hold office until such Director’s successor is elected and qualified or until such
Director’s earlier resignation or removal. Any Director may resign at any time upon written notice to the Company.
POWERS OF DIRECTORS

80

Subject to the Statute and the other provisions in the Memorandum and Articles and to any directions given by Special Resolution, the business of
the Company shall be managed by the Directors who may exercise all the powers of the Company. No alteration of the Memorandum or Articles
and no such direction shall invalidate any prior act of the Directors which would have been valid if that alteration had not been made or that
direction had not been given. A duly convened meeting of Directors at which a quorum is present may exercise all powers exercisable by the
Directors.

81

All cheques, promissory notes, drafts, bills of exchange and other negotiable instruments and all receipts for monies paid to the Company shall be
signed, drawn, accepted, endorsed or otherwise executed as the case may be in such manner as the Directors shall determine by resolution.

82

The Directors on behalf of the Company may pay a gratuity or pension or allowance on retirement to any Director who has held any other salaried
office or place of profit with the Company or to his widow or dependants and may make contributions to any fund and pay premiums for the
purchase or provision of any such gratuity, pension or allowance.
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83

The Directors may exercise all the powers of the Company to borrow money and to mortgage or charge its undertaking, property and uncalled
capital or any part thereof and to issue debentures, debenture stock, mortgages, bonds and other such securities whether outright or as security for
any debt, liability or obligation of the Company or of any third party.
APPOINTMENT AND REMOVAL OF DIRECTORS

84

Except as otherwise provided in the Articles, Directors shall be appointed by the Shareholders at a general or extraordinary meeting or by written
consent. Appointment of Directors need not be by written ballot.

85

Except as otherwise provided in the Articles, vacancies in the Board of Directors may be filled by a majority vote of the Board of Directors or by
an appointment either at a general meeting or at an extraordinary meeting of the Shareholders called for that purpose. Any Directors appointed by
the Shareholders to fill a vacancy shall hold office for the balance of the term for which he or she was appointed. A Director appointed by the
Board of Directors to fill a vacancy shall serve until the next meeting of Shareholders at which Directors are appointed.
VACATION OF OFFICE OF DIRECTOR

86

The office of a Director shall be vacated if:
86.1

he gives notice in writing to the Company that he resigns the office of Director; or

86.2

if he absents himself (without being represented by proxy or an alternate Director appointed by him) from three consecutive meetings of
the board of Directors without special leave of absence from the Directors, and they pass a resolution that he has by reason of such absence
vacated office; or

86.3

if he dies, becomes bankrupt or makes any arrangement or composition with his creditors generally; or

86.4

if he is found to be or becomes of unsound mind; or

86.5

any Director who shall have been nominated by a specified group of Shareholders may be removed during the aforesaid term of office,
either for or without cause, by, and only by, the affirmative vote of the holders of a majority of the Shares of such specified group, given at
a special meeting of such Shareholders duly called or by an action by written consent for that purpose. Any vacancy on the board of
Directors caused as a result of one or more of the events set out in Articles 86.1 to 86.4 of any such Director who shall have been
nominated by a specified group of Shareholders, may be filled by, and only by, the vote of the holders of a majority of the Shares of such
specified group given at a special meeting of such Shareholders or by an action by written consent, unless otherwise agreed upon among
such Shareholders.
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PROCEEDINGS OF DIRECTORS
87

Subject to the other provisions in the Memorandum and Articles, the Directors may regulate their proceedings as they think fit. Questions arising
at any meeting shall be decided by a majority of votes. A Director who is also an alternate Director shall be entitled in the absence of his appointor
to a separate vote on behalf of his appointor in addition to his own vote.

88

A person may participate in a meeting of the Directors or committee of Directors by conference telephone or other communications equipment by
means of which all the persons participating in the meeting can communicate with each other at the same time. Participation by a person in a
meeting in this manner is treated as presence in person at that meeting. Unless otherwise determined by the Directors the meeting shall be deemed
to be held at the place where the chairman is at the start of the meeting.

89

A resolution in writing (in one or more counterparts) signed by all the Directors or all the members of a committee of Directors (an alternate
Director being entitled to sign such a resolution on behalf of his appointor) shall be as valid and effectual as if it had been passed at a meeting of
the Directors, or committee of Directors as the case may be, duly convened and held.

90

A Director or alternate Director may, or other officer of the Company on the requisition of a Director or alternate Director shall, call a meeting of
the Directors by at least two days’ notice in writing to every Director and alternate Director which notice shall set forth the general nature of the
business to be considered unless notice is waived by all the Directors (or their alternates) either at, before or after the meeting is held.

91

The continuing Directors may act notwithstanding any vacancy in their body, but if and so long as their number is reduced below the number fixed
by or pursuant to these Articles as the necessary quorum of Directors the continuing Directors or Director may act for the purpose of increasing
the number of Directors to that number, or of summoning a general meeting of the Company, but for no other purpose.

92

The Directors may elect a chairman of their board and determine the period for which he is to hold office; but if no such chairman is elected, or if
at any meeting the chairman is not present within five minutes after the time appointed for holding the same, the Directors present may choose one
of their number to be chairman of the meeting.

93

All acts done by any meeting of the Directors or of a committee of Directors (including any person acting as an alternate Director) shall,
notwithstanding that it be afterwards discovered that there was some defect in the appointment of any Director or alternate Director, or that they or
any of them were disqualified, be as valid as if every such person had been duly appointed and qualified to be a Director or alternate Director as
the case may be.
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94

Any non-employee Director who expects to be unable to attend a Board of Director meeting because of absence, illness or otherwise, may appoint
any Person to be an alternate Director to act in his stead and such appointee whilst he holds office as an alternate director shall, in the event of
absence therefrom of his appointor, be entitled to attend the Board of Director meeting and to vote thereat and to do, in the place and stead of his
appointor, any other act or thing that his appointor is permitted or required to do by virtue of his being a director as if the alternate director were
the appointor, other than appointment of an alternate to himself, and he shall ipso facto vacate office if and when his appointor ceases to be a
director or removes the appointee from office. A Director but not an alternate Director may be represented at any meetings of the board of
Directors by a proxy appointed in writing by him. The proxy shall count towards the quorum and the vote of the proxy shall for all purposes be
deemed to be that of the appointing Director.
PRESUMPTION OF ASSENT

95

A Director of the Company who is present at a meeting of the board of Directors at which action on any Company matter is taken shall be
presumed to have assented to the action taken unless his dissent shall be entered in the minutes of the meeting or unless he shall file his written
dissent from such action with the person acting as the chairman or secretary of the meeting before the adjournment thereof or shall forward such
dissent by registered post to such person immediately after the adjournment of the meeting. Such right to dissent shall not apply to a Director who
voted in favour of such action.
DIRECTORS’ INTERESTS

96

A Director may hold any other office or place of profit under the Company (other than the office of Auditor) in conjunction with his office of
Director for such period and on such terms as to remuneration and otherwise as the Directors may determine.

97

A Director may act by himself or his firm in a professional capacity for the Company and he or his firm shall be entitled to remuneration for
professional services as if he were not a Director or alternate Director.

98

A Director or alternate Director of the Company may be or become a director or other officer of or otherwise interested in any company promoted
by the Company or in which the Company may be interested as shareholder or otherwise, and no such Director or alternate Director shall be
accountable to the Company for any remuneration or other benefits received by him as a director or officer of, or from his interest in, such other
company.

99

No person shall be disqualified from the office of Director or alternate Director or prevented by such office from contracting with the Company,
either as vendor, purchaser or otherwise, nor shall any such contract or any contract or transaction entered into by or on behalf of the Company in
which any Director or alternate Director shall be in any way interested be or be liable to be avoided, nor shall any Director or alternate Director so
contracting or being so interested be liable to account to the Company for any profit realised by any such contract or transaction by reason of such
Director holding office or of the fiduciary relation thereby established. A Director (or his alternate Director in his absence) shall be at liberty to
vote in respect of any contract or transaction in which he is interested provided that the nature of the interest of any Director or alternate Director
in any such contract or transaction shall be disclosed by him at or prior to its consideration and any vote thereon, and provided further that, if a
Director (or his/her alternate in his/her absence) is interested in a transaction with the Company (including any repurchase of Shares by the
Company from the founders), he/she shall be disqualified from or abstain from voting in respect of such transaction if any Investor Director so
requires.
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100 A general notice that a Director or alternate Director is a shareholder, director, officer or employee of any specified firm or company and is to be
regarded as interested in any transaction with such firm or company shall not be sufficient disclosure for the purposes of voting on a resolution in
respect of a contract or transaction in which he has an interest, and after such general notice it shall be necessary to give special notice relating to
particulars of the transaction and with the comparation with arm-lenth trasaction of the same kind.
MINUTES
101 The Directors shall cause minutes to be made in books kept for the purpose of all appointments of officers made by the Directors, all proceedings
at meetings of the Company or the holders of any class of Shares and of the Directors, and of committees of Directors including the names of the
Directors or alternate Directors present at each meeting.
DELEGATION OF DIRECTORS’ POWERS
102 The Directors may delegate any of their powers to any committee consisting of one or more Directors. They may also delegate to any managing
director or any Director holding any other executive office such of their powers as they consider desirable to be exercised by him provided that an
alternate Director may not act as managing director and the appointment of a managing director shall be revoked forthwith if he ceases to be a
Director. Any such delegation may be made subject to any conditions the Directors may impose, and either collaterally with or to the exclusion of
their own powers and may be revoked or altered. Subject to any such conditions, the proceedings of a committee of Directors shall be governed by
the Articles regulating the proceedings of Directors, so far as they are capable of applying.
103 The Directors may establish any committees, local boards or agencies or appoint any person to be a manager or agent for managing the affairs of
the Company and may appoint any person to be a Shareholder of such committees or local boards. Any such appointment may be made subject to
any conditions the Directors may impose, and either collaterally with or to the exclusion of their own powers and may be revoked or altered.
Subject to any such conditions, the proceedings of any such committee, local board or agency shall be governed by the Articles regulating the
proceedings of Directors, so far as they are capable of applying.
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104 The Directors may by power of attorney or otherwise appoint any person to be the agent of the Company on such conditions as the Directors may
determine, provided that the delegation is not to the exclusion of their own powers and may be revoked by the Directors at any time.
105 The Directors may by power of attorney or otherwise appoint any company, firm, person or body of persons, whether nominated directly or
indirectly by the Directors, to be the attorney or authorised signatory of the Company for such purpose and with such powers, authorities and
discretions (not exceeding those vested in or exercisable by the Directors under these Articles) and for such period and subject to such conditions
as they may think fit, and any such powers of attorney or other appointment may contain such provisions for the protection and convenience of
persons dealing with any such attorneys or authorised signatories as the Directors may think fit and may also authorise any such attorney or
authorised signatory to delegate all or any of the powers, authorities and discretions vested in him.
106 The Directors may appoint such officers as they consider necessary on such terms, at such remuneration and to perform such duties, and subject to
such provisions as to disqualification and removal as the Directors may think fit. Unless otherwise specified in the terms of his appointment an
officer may be removed by resolution of the Directors or Shareholders.
ALTERNATE DIRECTORS
107 Any Director (other than an alternate Director) may by writing appoint any other Director, or any other person willing to act, to be an alternate
Director and by writing may remove from office an alternate Director so appointed by him.
108 An alternate Director shall be entitled to receive notice of all meetings of Directors and of all meetings of committees of Directors of which his
appointor is a Shareholder, to attend and vote at every such meeting at which the Director appointing him is not personally present, and generally
to perform all the functions of his appointor as a Director in his absence.
109 An alternate Director shall cease to be an alternate Director if his appointor ceases to be a Director.
110 Any appointment or removal of an alternate Director shall be by notice to the Company signed by the Director making or revoking the
appointment or in any other manner approved by the Directors.
111 An alternate Director shall be deemed for all purposes to be a Director and shall alone be responsible for his own acts and defaults and shall not be
deemed to be the agent of the Director appointing him.
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NO MINIMUM SHAREHOLDING
112 Subject to the approval by a majority of the Directors (including the consents of the Cashcapital Director), the Company in general meeting may
fix a minimum shareholding required to be held by a Director, but unless and until such a shareholding qualification is fixed a Director is not
required to hold Shares.
REMUNERATION OF DIRECTORS
113 The remuneration to be paid to the Directors, if any, shall be such remuneration as the Directors shall determine. The Directors shall also be
entitled to be paid all travelling, hotel and other expenses properly incurred by them in connection with their attendance at meetings of Directors
or committees of Directors, or general meetings of the Company, or separate meetings of the holders of any class of Shares or debentures of the
Company, or otherwise in connection with the business of the Company, or to receive a fixed allowance in respect thereof as may be determined
by the Directors, or a combination partly of one such method and partly the other.
114 The Directors may by resolution approve additional remuneration to any Director for any services other than his ordinary routine work as a
Director. Any fees paid to a Director who is also counsel or solicitor to the Company, or otherwise serves it in a professional capacity shall be in
addition to his remuneration as a Director.
SEAL
115 The Company may, if the Directors so determine, have a Seal. The Seal shall only be used by the authority of the Directors or of a committee of
the Directors authorised by the Directors. Every instrument to which the Seal has been affixed shall be signed by at least one person who shall be
either a Director or some officer or other person appointed by the Directors for the purpose.
116 The Company may have for use in any place or places outside the Cayman Islands a duplicate Seal or Seals each of which shall be a facsimile of
the common Seal of the Company and, if the Directors so determine, with the addition on its face of the name of every place where it is to be used.
117 A Director or officer, representative or attorney of the Company may without further authority of the Directors affix the Seal over his signature
alone to any document of the Company required to be authenticated by him under seal or to be filed with the Registrar of Companies in the
Cayman Islands or elsewhere wheresoever.
DIVIDENDS, DISTRIBUTIONS AND RESERVE
118 Subject to the Statute and the other provisions in the Memorandum and Articles, the Directors may declare dividends and distributions on Shares
in issue and authorise payment of the dividends or distributions out of the funds of the Company lawfully available therefor. No dividend or
distribution shall be paid except out of the realised or unrealised profits of the Company, or as otherwise permitted by the Statute.
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119 The Directors may deduct from any dividend or distribution payable to any Shareholder all sums of money (if any) then payable by him to the
Company on account of calls or otherwise.
120 The Directors may declare that any dividend or distribution be paid wholly or partly by the distribution of specific assets and in particular of
shares, debentures, or securities of any other company or in any one or more of such ways and where any difficulty arises in regard to such
distribution, the Directors may settle the same as they think expedient and in particular may issue fractional Shares and fix the value for
distribution of such specific assets or any part thereof and may determine that cash payments shall be made to any Shareholders upon the basis of
the value so fixed in order to adjust the rights of all Shareholders and may vest any such specific assets in trustees as may seem expedient to the
Directors.
121 Any dividend, distribution, interest or other monies payable in cash in respect of Shares may be paid by wire transfer to the holder or by cheque or
warrant sent through the post directed to the registered address of the holder or, in the case of joint holders, to the registered address of the holder
who is first named on the register of members or to such person and to such address as such holder or joint holders may in writing direct. Every
such cheque or warrant shall be made payable to the order of the person to whom it is sent. Any one of two or more joint holders may give
effectual receipts for any dividends, bonuses, or other monies payable in respect of the Share held by them as joint holders.
122 No dividend or distribution shall bear interest against the Company.
123 Any dividend which cannot be paid to a Shareholder and/or which remains unclaimed after six months from the date of declaration of such
dividend may, in the discretion of the Directors, be paid into a separate account in the Company’s name, provided that the Company shall not be
constituted as a trustee in respect of that account and the dividend shall remain as a debt due to the Shareholder. Any dividend which remains
unclaimed after a period of six years from the date of declaration of such dividend shall be forfeited and shall revert to the Company.
CAPITALISATION
124 The Directors may capitalise any sum standing to the credit of any of the Company’s reserve accounts (including share premium account and
capital redemption reserve fund) or any sum standing to the credit of profit and loss account or otherwise available for distribution and to
appropriate such sum to Shareholders in the proportions in which such sum would have been divisible amongst them had the same been a
distribution of profits by way of dividend and to apply such sum on their behalf in paying up in full unissued Shares for allotment and distribution
credited as fully paid-up to and amongst them in the proportion aforesaid. In such event the Directors shall do all acts and things required to give
effect to such capitalisation, with full power to the Directors to make such provisions as they think fit for the case of Shares becoming
distributable in fractions (including provisions whereby the benefit of fractional entitlements accrue to the Company rather than to the
Shareholders concerned). The Directors may authorise any person to enter on behalf of all of the Shareholders interested into an agreement with
the Company providing for such capitalisation and matters incidental thereto and any agreement made under such authority shall be effective and
binding on all concerned.
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BOOKS OF ACCOUNT
125 The Directors shall cause proper books of account to be kept with respect to all sums of money received and expended by the Company and the
matters in respect of which the receipt or expenditure takes place, all sales and purchases of goods by the Company and the assets and liabilities of
the Company. Proper books shall not be deemed to be kept if there are not kept such books of account as are necessary to give a true and fair view
of the state of the Company’s affairs and to explain its transactions.
126 In addition to the Company’s contractual rights, the Directors shall from time to time determine whether and to what extent and at what times and
places and under what conditions or regulations the accounts and books of the Company or any of them shall be open to the inspection of
Shareholders not being Directors and no Shareholder (not being a Director) shall have any right of inspecting any account or book or document of
the Company except as conferred by Statute or authorised by the Directors or by the Company in general meeting.
127 The Directors may from time to time cause to be prepared and to be laid before the Company in general meeting profit and loss accounts, balance
sheets, sheet of cashflow, group (consolidated) accounts (if any) and such other reports and accounts as may be required by law.
AUDIT
128 The Directors may appoint an Auditor of the Company who shall hold office until removed from office by a resolution of the Directors, and may
fix his or their remuneration.
129 Every Auditor of the Company shall have a right of access at all times to the books and accounts and vouchers of the Company and shall be
entitled to require from the Directors and officers of the Company such information and explanation as may be necessary for the performance of
the duties of the Auditor.
130 Auditors shall, if so required by the Directors, make a report on the accounts of the Company during their tenure of office at the next annual
general meeting following their appointment in the case of a company which is registered with the Registrar of Companies as an ordinary
company, and at the next extraordinary general meeting following their appointment in the case of a company which is registered with the
Registrar of Companies as an exempted company, and at any other time during their term of office, upon request of the Directors or any general
meeting of the Shareholders.
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NOTICES
131 Notices shall be in writing and may be given by the Company to any Shareholder either personally or by sending it by courier, post, cable, telex,
fax or e-mail to him or to his address as shown in the register of members (or where the notice is given by e-mail by sending it to the e-mail
address provided by such Shareholder). Any notice, if posted from one country to another, is to be sent via FedEx or a similar internationally
recognized carrier.
132 Where a notice is sent by courier, service of the notice shall be deemed to be effected by delivery of the notice to a courier company, and shall be
deemed to have been received on the third day (not including Saturdays or Sundays or public holidays) following the day on which the notice was
delivered to the courier. Where a notice is sent by post, service of the notice shall be deemed to be effected by properly addressing, pre paying and
posting a letter containing the notice, and shall be deemed to have been received on the fifth day (not including Saturdays or Sundays or public
holidays) following the day on which the notice was posted. Where a notice is sent by cable, telex or fax, service of the notice shall be deemed to
be effected by properly addressing and sending such notice and shall be deemed to have been received on the same day that it was transmitted.
Where a notice is given by e-mail service shall be deemed to be effected by transmitting the e-mail to the e-mail address provided by the intended
recipient and shall be deemed to have been received on the same day that it was sent, and it shall not be necessary for the receipt of the e-mail to
be acknowledged by the recipient.
133 A notice may be given by the Company to the person or persons which the Company has been advised are entitled to a Share or Shares in
consequence of the death or bankruptcy of a Shareholder in the same manner as other notices which are required to be given under these Articles
and shall be addressed to them by name, or by the title of representatives of the deceased, or trustee of the bankrupt, or by any like description at
the address supplied for that purpose by the persons claiming to be so entitled, or at the option of the Company by giving the notice in any manner
in which the same might have been given if the death or bankruptcy had not occurred.
134 Notice of every general meeting shall be given in any manner hereinbefore authorised to every person shown as a Shareholder in the register of
members on the record date for such meeting except that in the case of joint holders the notice shall be sufficient if given to the joint holder first
named in the register of members and every person upon whom the ownership of a Share devolves by reason of his being a legal personal
representative or a trustee in bankruptcy of a Shareholder of record where the Shareholder of record but for his death or bankruptcy would be
entitled to receive notice of the meeting, and no other person shall be entitled to receive notices of general meetings.
135 Whenever any notice is required by law or these Articles to be given to any Director, member of a committee or Shareholder, a waiver thereof in
writing, signed by the person or persons entitled to said notice, whether before or after the time stated therein, shall be deemed equivalent thereto.
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INDEMNITY
136 Every Director, agent or officer of the Company shall be indemnified to the fullest extent permissible under the law against any liability incurred
by him as a result of any act or failure to act in carrying out his functions other than such liability (if any) that he may incur by his own actual
fraud or wilful default. No such Director, agent or officer shall be liable to the Company for any loss or damage in carrying out his functions
unless that liability arises through the actual fraud or wilful default of such Director, agent or officer. References in this Article to actual fraud or
wilful default mean a finding to such effect by a competent court in relation to the conduct of the relevant party.
FINANCIAL YEAR
137 Unless the Directors otherwise prescribe, the financial year of the Company shall end on 31st December in each year and, following the year of
incorporation, shall begin on 1st January in each year.
TRANSFER BY WAY OF CONTINUATION
138 If the Company is exempted as defined in the Statute, it shall, subject to the provisions of the Statute and the Memorandum and with the approval
of a Special Resolution, have the power to register by way of continuation as a body corporate under the laws of any jurisdiction outside the
Cayman Islands and to be deregistered in the Cayman Islands.
AMENDMENTS OF MEMORANDUM AND ARTICLES OF ASSOCIATION AND ALTERATION OF CAPITAL
139 Subject to Section 6.3 of Schedule A, the Company may by Ordinary Resolution:
139.1 increase the share capital by such sum as the resolution shall prescribe and with such rights, priorities and privileges annexed thereto, as
the Company in general meeting may determine;
139.2 consolidate and divide all or any of its share capital into Shares of larger amount than its existing Shares;
139.3 by subdivision of its existing Shares or any of them divide the whole or any part of its share capital into Shares of smaller amount than is
fixed by the Memorandum or into Shares without par value;
139.4 cancel any Shares that at the date of the passing of the resolution have not been taken or agreed to be taken by any Person; and
139.5 perform any action not required to be performed by Special Resolution.
140 Subject to the provisions of the Statute and the provisions of these Articles as regards the matters to be dealt with by Ordinary Resolution, and
subject further to Section 6.3 of Schedule A, the Company may by Special Resolution:
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140.1 change its name;
140.2 alter or add to these Articles;
140.3 alter or add to the Memorandum with respect to any objects, powers or other matters specified therein; and
140.4 reduce its share capital and any capital redemption reserve fund.
MERGER AND CONSOLIDATION
141 The Company shall have the power to merge or consolidate with one or more other constituent companies (as defined in the Statute) upon such
terms as the Directors may determine and (to the extent required by the Statute) with the approval of a Special Resolution.
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SCHEDULE A
Rights, Preferences and Privileges of Series A Preferred Shares
This Schedule A is an attachment to the main body of the Memorandum and Articles and form a part of the Memorandum and Articles. All provisions
set out in the main body of the Memorandum and Articles shall be read in conjunction with and shall be subject to the terms set out in this Schedule A.
In the event of any difference between the provisions set out in the main body of the Memorandum and Articles and the provisions set out in this
Schedule A, the provisions set out in this Schedule A shall prevail.
All references in this Schedule A to designated “Sections” and other subdivisions are to the designated Sections and other subdivisions of this Schedule
A unless explicitly stated otherwise. Capitalised terms that are not defined in this Schedule A bear the same meaning as those given in the Memorandum
and Articles and the Shareholder’s Agreement. In addition, the following definitions shall apply to this Schedule A:
“A1 Ordinary Investors”

means Beijing Cash Capital Venture Partners. ( 北京国科鼎鑫投资中心(有限合伙)), Shanghai
Huiyin Tiantong Investment Center (Limited Partnership) (上海汇垠天同投资中心(有限合伙)),
Shenzhen ZZX Technology Venture Investment Enterprise (Limited Partnership) (深圳中展信科技
创业投资企业(有限合伙)) and Xizang Guoke Dingyi Investment Center (Limited Partnership) (西藏
国科鼎奕投资中心(有限合伙)).

“A2 Ordinary Investors”

means WEALTH PLUS and Shenzhen Hainei Lirong Technology vestment Fund Partnership (深圳
海内利荣科技投资基金合伙企业(有限合伙)).

“Additional Number of New Notes”

has the meaning set forth in Section 5.2.

“Additional Number of New Shares”

has the meaning set forth in Section 5.2.

“Additional Ordinary Director”

has the meaning set forth in Section 6.2.

“Conversion Price Adjustments”

has the meaning set forth in Section 4.4.
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“Board”

means the Company’s board of directors.

“Cashcapital Director”

has the meaning set forth in Section 6.2.

“Cashcapital Investor”

Beijing Cash Capital Venture Partners (北京国科鼎鑫投资中心 (有限合伙)) ..

“Closing”

has the meaning set forth in the Note Purchase Agreement.

“Company”

means Ucloudlink Group Inc.

“Conversion Price”

has the meaning set forth in Section 4.1.

“Equity Securities”

means, with respect to any Person, such Person’s share capital, capital stock, membership interests,
partnership interests, registered capital, joint venture or other ownership interests or any options,
warrants or other securities that are directly or indirectly convertible into, or exercisable or
exchangeable for, such share capital, capital stock, membership interests, partnership interests
registered capital or joint venture or other ownership interest (whether or not such derivative
securities are issued by such Person).

“ESOP”

means any stock option plan or equity incentive plan adopted by any Group Company from time to
time in relation to the grant or issue of shares, stock options or any other securities to its
employees, officers, directors, consultants and/or other eligible persons.

“Existing Ordinary Director”

has the meaning set forth in Section 6.2.

“Fully Participating Investors of New Notes”

has the meaning set forth in Section 5.2.

“Fully Participating Investors of New Shares”

has the meaning set forth in Section 5.1.

“Group Company”

means each of the Company and its subsidiaries (including the Major Subsidiaries) and “Group”
refers to all of Group Companies collectively.

“Haitong”

means collectively Haitong Shareholders and Haitong Noteholders.
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“Haitong Director”

has the meaning set forth in Section 6.2.

“Haitong Noteholders”

means Hai Tong Asset Management (HK) Limited (acting on behalf of and for the account of
Haitong Freedom Multi-Tranche Bond Fund) and/or Haitong International Investment Fund SPC
(acting on behalf of and for the account of Haitong International Investment Fund SPC – Fund I
SP), which are the holders of the Notes from time to time.

“Haitong Shareholders”

means the holders of Ordinary Shares which were converted from the Notes pursuant to the terms
and conditions thereof from time to time.

“Issuance Notice of New Notes”

has the meaning set forth in Section 5.2.

“Issuance Notice of New Shares”

has the meaning set forth in Section 5.1.

“Investors”

means Beijing Cash Capital Venture Partners. ( 北京国科鼎鑫投资 中心（有限合伙）), Beijing
Oriental Rhythm Venture Capital CO., LTD (北京五五东方瑞泰创业投资有限公司), Shanghai
Huiyin Tiantong Investment Center (Limited Partnership)（上海汇 垠天同投资中心（有限合
伙））, Shenzhen ZZX Technology Venture Investment Enterprise (Limited Partnership) （深圳中
展信 科技创业投资企业（有限合伙））, Xizang Guoke Dingyi Investment Center (Limited
Partnership) (西藏国科鼎奕投资中心 (有限合伙)), WEALTH PLUS INVESTMENTS LIMITED,
Shenzhen Hainei Lirong Technology Investment Fund Partnership (深圳海内利荣科技投资基金合伙
企业(有限合伙)), Hai Tong and for the account of Haitong International Investment Fund SPC –
Fund I SP).

“Investor Directors”

has the meaning set forth in Section 6.2.

“Lead Ordinary Investor”

means Shanghai Huiyin Tiantong Investment Center (Limited Partnership) (上海汇垠天同投资中心
（有限合伙）).

“IRR”

means an annual compounded, cumulative internal rate of return that produces a net present value
of all cash flows (positive and negative) from an investment equal to zero.
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“Liquidation Event”

means any of the following events:
(i) the liquidation, dissolution or winding-up of any Group Company;
(ii) the sale or other disposition of all or the majority of, or substantially all or the majority of the
assets or properties of the Group Companies taken as a whole or the exclusive licensing of all
or substantially all of the Group Companies’ intellectual properties taken as a whole; or
(iii) the acquisition of the equity interests of the Company (whether by a sale of equity, merger or
consolidation) in which in excess of 50% of the Company’s voting power outstanding before
such transaction is transferred.

“Liquidation Proceeds”

has the meaning set forth in Section 2.1.

“New Shares”

means any Shares of the Company issued after the Closing, except for:
(i) Ordinary Shares issued to employees, officers, consultants or directors of the Company
pursuant to the ESOP and as approved by the Board (including the affirmative vote of the
Cashcapital Director and the Haitong Director);
(ii) Ordinary Shares issued upon conversion of the Preferred Shares or the Notes;
(iii) share dividend paid to all Shareholders (including the Preferred Shareholders) in proportion to
their shareholding percentage;
(iv) Shares issued in connection with any share split, share dividend, capital reorganization, or
similar transaction of the Company that does not change the relative shareholding percentage
of the Shareholders;
(v) Ordinary Shares issued in the Qualified IPO;
(vi) Ordinary Shares issued upon the exercise or conversion of any Equity Securities issued prior
to the Closing; or
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(vii) Ordinary Shares issued for the purpose of obtaining financing or financial leasing by financial
institutions or financing for the equipment and acquisition or merger for another companies as
approved by the Board (including the affirmative vote of the Cashcapital Director and the
Haitong Director).
“Option”

means any options to purchase or rights to subscribe for Ordinary Shares, or other securities by
their terms convertible into or exchangeable for Ordinary Shares, or options to purchase or rights
to subscribe for such convertible or exchangeable securities.

“Ordinary Director”

has the meaning set forth in Section 6.2.

“Ordinary Shareholders”

means direct or indirect holders of the outstanding Ordinary Shares.

“Ordinary Shares”

means the Ordinary Shares of par value US$0.001 each of the Company.

“Note Purchase Agreement”

means a Notes Purchase Agreement dated April 19, 2017 entered by and among the Company,
Haitong Noteholders and other certain parties named therein.

“Ordinary Majority”

means the Ordinary Shareholders holding at least 50% of the Ordinary Shares.

“Overallotment New Shares”

has the meaning set forth in Section 5.2.

“Preference Amount”

has the meaning set forth in Section 2.1(a).

“Preferred Majority”

means the Preferred Shareholders holding at least three-fourths of the Preferred Shares.

“Preferred Shares”

means the Series A Preferred Shares.

“Preferred Shareholders”

means holders of the outstanding Preferred Shares.

“Preferred Shares Closing Date”

means January 27, 2015.

“Preferred Share Issue Date”

means the date on which the Preferred Shares are first issued by the Company pursuant to the
Share Purchase Agreement dated on January 28, 2015.
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“Preferred Share Purchase Price”

means in respect of Beijing Oriental Rhythm Venture Capital CO., LTD (北京五五东方瑞泰创业投
资有限公司), RMB 49.04 and in respect of Beijing Cash Capital Venture Partners. ( 北京国 科鼎鑫
投资中心（有限合伙）), RMB 41, as appropriately adjusted for any share split, share division,
share combination, share dividend or similar events.

“Preferred Redemption Start Date”

has the meaning set forth in Section 3.1(a).

“Preferred Share Redemption Price”

has the meaning set forth in Section 3.2.

“Preferred Redemption Date”

has the meaning set forth in Section 3.3.

“Qualified IPO”

means (a) an initial public offering of the Company on The New York Stock Exchange, NASDAQ,
Hong Kong Stock Exchange or such other reputable stock exchange approved by the Board
(including the affirmative vote of the Cashcapital Director) and the Haitong Director (if
applicable)) and (b) following which (i) the shares of the Company are traded in a freely
convertible currency and (ii) the shares of the Company held by the Investors can gain full
liquidity after the expiration of any lock-up period; provided that, notwithstanding the above,
where the lock-up period with respect to the shares of the Company held by the Investors is or may
be for an indefinite term, such initial public offering and listing shall not be deemed to be a
Qualified IPO.

“Redeeming Preferred Shareholder”

has the meaning set forth in Section 3.3.

“Redemption Notice”

has the meaning set forth in Section 3.3.

“Second Participation Notice”

has the meaning set forth in Section 5.2.

“Second Participation Period”

has the meaning set forth in Section 5.2.

“Series A Preferred Shares”

means the Company’s series A preferred shares, of par value US$0.001 each.

“Shares”

means shares in the Company.
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“Shareholder”

means any holder of the outstanding Shares.

“Shareholders’ Agreement”

means the Third Amended and Restated Shareholders Agreement to be entered by and among
Haitong, shareholders of the Company, the Company and certain other parties thereto.

“Share Purchase Agreements”

means that certain share purchase agreement dated as of January 28, 2015 by and among the
Company, purchasers of Preferred Shares named therein and certain other parties thereto, that
certain share purchase agreement dated as of and November 9, 2015 by and among the Company,
the Investors and certain other parties thereto and that certain share purchase agreement dated as of
and September 2, 2016 by and among the Company and certain other parties thereto.

“Xizang Guoke”

means Xizang Guoke Dingyi Investment Center (Limited Partnership) (西藏国科鼎奕投资中心(有
限合伙)).
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1.

DIVIDEND
Any and all dividend, whether in cash, in property, in Shares or otherwise shall be declared or paid after the reservation of the capital for the need
of the ordinary course of business of the Company on each class and series of Shares on an as-if converted basis within three (3) months after the
issuance of the annual financial statement unless such declaration or payment is not approved by the Cashcapital Director. The dividend ratio paid
on each class and series of Shares shall be determined by the Board of Directors (including the affirmative vote of the Cashcapital Director).

2.

LIQUIDATION

2.1

Liquidation Preferences
In a Liquidation Event, all proceeds resulted from the Liquidation Event (the “Liquidation Proceeds”) legally available for distribution to the
Shareholders shall, by reason of the Shareholders’ ownership of the Shares, be distributed as follows:

2.2

(a)

FIRST, prior to and in preference to any distribution of any of Liquidation Proceeds to the holders of any other class or series of shares by
reason of their ownership of such shares, the Preferred Shareholders shall be entitled to receive for each outstanding Preferred Share held,
an amount equal to 100% of the Preferred Share Purchase Price, plus an annual compounded return of 10% accrued thereon, and plus all
declared but unpaid dividend (the “Preference Amount”); provided that, if the Liquidation Proceeds thus distributed are insufficient for the
full payment of the Preference Amount to all the Preferred Shareholders, then the entire Liquidation Proceeds legally available for
distribution shall be distributed ratably among the Preferred Shareholders in proportion to the aggregate Preference Amount each such
Preferred Shareholder is otherwise entitled to receive pursuant to this Section 2.1.

(b)

SECOND, after the full Preference Amount has been paid, the Lead Ordinary Investor and Xizang Guoke shall be entitled to receive for
each outstanding Ordinary Share held, an amount equal to 100% of the Original Ordinary Share Purchase Price (the “A1 Amount”) ;
provided that, if the remaining Liquidation Proceeds legally available for distribution to the Lead Ordinary Investor and Xizang Guoke are
insufficient for the full payment of the A1 Amount, then such Liquidation Proceeds shall be distributed ratably among the Lead Ordinary
Investor and Xizang Guoke in proportion to the aggregate A1 Amount each such Shareholder is otherwise entitled to receive pursuant to
this Section 2.1.

(c)

THIRD, after above (a) and (b), the remaining Liquidation Proceeds legally available for distribution to the Shareholders shall be
distributed ratably among the Shareholders in proportion to the number of Shares held by them (including Preferred Shares on an as if
converted basis).

In the event that the change of the IPO scheme of the Company occurs due to reasons of Force Majeure and deemed as a Liquidation Event by the
Board of Directors (including the affirmative vote of the Cashcapital Director), the distribution of the Liquidation Proceeds legally available for
distribution to the Shareholders shall be otherwise determined by the Board of Directors (including the affirmative vote of the Cashcapital
Director).
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3.

REDEMPTION RIGHTS

3.1

At any time and from time to time on or after the date of the following :
(a)

upon the occurrence of the failure of the Company to meet the standard of the Qualified IPO as of the fifth (5th) anniversary of the
Preferred Shares Closing Date (the “Preferred Redemption Start Date”), or

(b)

upon the occurrence of the failure to accomplish the Qualified IPO requested by the Preferred Shareholders, due to the reasons attributable
to the Company (except for the Force Majeure) as of the Redemption Start Date.

At the election of the Preferred Shareholders, the Company shall redeem all or part of the outstanding Preferred Shares held by such Preferred
Shareholders out of funds legally available therefor including capital.
3.2

3.3

The redemption price per Preferred Share (the “Preferred Redemption Price”) shall be equal to the price of the higher one of the following:
(a)

one hundred percent (100%) of the Preferred Share Purchase Price plus any declared but unpaid dividends, proportionally adjusted for
share subdivisions, share dividends, reorganizations, reclassifications, consolidations, or mergers; or

(b)

one hundred percent (100%) of the Preferred Share Purchase Price plus 15% annual compounded return (calculated from the Closing date
to the actual payment date of the Preferred Redemption Price) .

A notice of redemption (a “Redemption Notice”) by such Preferred Shareholder (the “Redeeming Preferred Shareholder”) to be redeemed shall be
given by hand or by mail to the registered office provider of the Company at any time on or after the date falling 30 days before the Redemption
Start Date stating the date on or after the Redemption Start Date on which the Preferred Shares are to be redeemed (the “Redemption Date”),
provided, however, that the Redemption Date shall be no earlier than the Redemption Start Date or the date 30 days after such notice of
Redemption Notice is given, whichever is later. Upon receipt of any such request, the Company shall promptly give written notice of the
redemption request to each non-requesting holder of record of Preferred Shares stating the existence of such request, the Redemption Price, the
Redemption Date and the mechanics of redemption. If on the Redemption Date, the number of Preferred Shares that may then be legally redeemed
by the Company is less than the number of all Preferred Shares to be redeemed, then the funds that are legally available shall be distributed ratably
among the holders of Preferred Shares requested to be redeemed in proportion to the full Redemption Price each such holder is otherwise entitled
to receive.
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3.4

Before any Preferred Shareholder shall be entitled for redemption under the provisions of this Section 3, such Preferred Shareholders shall
surrender his or her certificate or certificates representing such Preferred Shares to be redeemed to the Company in the manner and at the place
designated by the Company for that purpose, and thereupon the Redemption Price shall be payable to the order of the person whose name appears
on the Register of Members as the owner of such shares and each such certificate shall be cancelled. In the event less than all the shares
represented by any such certificate are redeemed, a new certificate shall be promptly issued representing the unredeemed shares. Unless there has
been a default in payment of the applicable Redemption Price, upon cancellation of the certificate representing such Preferred Shares to be
redeemed, all dividends on such Preferred Shares designated for redemption on the Redemption Date shall cease to accrue and all rights of the
Preferred Shareholders thereof, except the right to receive the Redemption Price thereof (including all accrued and unpaid dividend up to the
Redemption Date), without interest, shall cease and terminate and such Preferred Shares shall cease to be issued shares of the Company.

3.5

If the Company fails (for whatever reason) to redeem any Preferred Shares on its due date for redemption then:

3.6

(a)

as from such date until the date on which the same are redeemed the Company shall not declare or pay any dividend nor otherwise make
any distribution of or otherwise decrease its profits available for distribution.

(b)

the unpaid portion of the Redemption Price shall accrue an interest of 12% per annum and with repayment of the principal and interest to
be made on a monthly basis over a period of 24 months (or as otherwise agreed by the Company and such Preferred Shareholder). Without
limiting any rights of the holders of Preferred Shares that are set forth in this Memorandum and Articles of Association, or are otherwise
available under law, any Preferred Shares subject to redemption hereunder with respect to which the Company has become obligated to
pay the Redemption Price but which it has not paid in full shall continue to have all the powers, designations, preferences and relative
participating, optional, and other special rights (including, without limitation, rights to accrue dividends) which such Preferred Shares had
prior to such date, until the Redemption Price has been paid in full with respect to such Preferred Shares. No Preferred Share acquired by
the Company by reason of redemption, purchase conversion or otherwise shall be reissued.

To the extent permitted by law, the Company shall procure that the profits of each subsidiary (each controlled contractually or through equity
ownership) of the Company for the time being available for distribution shall be paid to it by way of dividend if and to the extent that, but for such
payment, the Company would not itself otherwise have sufficient profits available for distribution to make any redemption of the Preferred Shares
required to be made pursuant to this Article.
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4.

CONVERSION
The Preferred Shares shall have conversion rights as follows:

4.1

Conversion Ratio
Each Preferred Share shall be convertible into such number of fully paid and non-assessable Ordinary Shares at the Preferred Share-to-Ordinary
Share conversion ratio equal to: Preferred Share Purchase Price / then-effective Conversion Price (as defined below) The “Conversion Price” shall
initially be the applicable Preferred Share Purchase Price, resulting in an initial conversion ratio for the Preferred Shares of 1:1, and shall be
subject to adjustment and readjustment from time to time as provided in Section 4.4.

4.2

Optional Conversion
Each Preferred Share may, at the option of the holder thereof, be converted at any time after the date of issuance of such Preferred Shares into
Ordinary Shares based on the then-effective Conversion Price.

4.3

Automatic Conversion
Each Preferred Shares shall automatically be converted into Ordinary Shares based on the then-effective Conversion Price for such Preferred
Share in effect at the time immediately prior to the closing of the Qualified IPO.

4.4

Conversion Price Adjustments
The Conversion Price shall be subject to adjustment from time to time as follows:
(a)

Proportional Adjustment

If at any time the number of outstanding Ordinary Shares proportionately changes as a result of share split, share division, share combination,
share dividend, reorganization, mergers, consolidations, reclassifications, exchanges, substitutions, recapitalization or similar events, then
Conversion Price shall be proportionately adjusted.
(b)

Dilutive Issuance
(i)

In the event the Company shall at any time after the Preferred Share Issue Date issue New Shares, without consideration or for a
consideration per share less than the Conversion Price in effect immediately prior to such issue, then the Conversion Price shall be
reduced, concurrently with such issue, to as of the date of such issue an amount equal to the per-share price of such New Shares.

(ii)

Deemed Issuances of Ordinary Shares. In the case of the issuance of options to purchase or rights to subscribe for Ordinary Shares,
securities by their terms convertible into or exchangeable for Ordinary Shares, or options to purchase or rights to subscribe for such
convertible or exchangeable securities (such, options, securities or rights, the “Option”), the following provisions shall apply for all
purposes of this Section 4.4(b):
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(1)

The aggregate maximum number of Ordinary Shares deliverable upon exercise of Option shall be deemed to have been
issued at the time such Option were issued, and for a consideration equal to the consideration, if any, received by the
Company upon the issuance of such Option, plus the minimum exercise price provided in such Option for the Ordinary
Shares covered thereby.

(2)

In the event of any change in the number of Ordinary Shares deliverable, or in the consideration payable to the Company
upon exercise of such Option, including, but not limited to, a change resulting from the anti-dilution provisions thereof, the
Conversion Price, to the extent in any way affected by or computed using such Option, be recomputed to reflect such change,
but no further adjustment shall be made for the actual issuance of Ordinary Shares or any payment of such consideration
upon the exercise of any such Option.

(3)

Upon the expiration or termination of any such Option, the Conversion Price of the Preferred Shares shall, to the extent in
any way affected by or computed using such Option, be recomputed to reflect the issuance of only the number of Ordinary
Shares actually issued upon the exercise of such Option.

(iii) Determination of Consideration. In the case of the issuance of Ordinary Shares for cash, the consideration shall be deemed to be the
amount of cash received by the Company. In the case of the issuance of the Ordinary Shares for a consideration in whole or in part
other than cash, the consideration other than cash shall be deemed to be the fair market value thereof, as determined by the Board
(including the affirmative vote of the Cashcapital Director) irrespective of any accounting treatment.
4.5

Procedure of Conversion
(a)

Mechanics of Conversion.
The Company may effect the conversion of Preferred Shares in any manner available under applicable law, including redeeming or
repurchasing the relevant Preferred Shares and applying the proceeds thereof towards payment for the new Ordinary Shares. Upon the
conversion of the Preferred Shares, the Company shall issue such number of the Ordinary Shares converted from such Preferred Shares to
the Preferred Shareholders holding such Preferred Shares, and cancel the Preferred Shares so converted. The Company shall promptly
update its register of members to reflect the issuance of such Ordinary Shares and the cancellation of such Preferred Shares.
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(b)

Fractional Share.
No fractional Ordinary Shares shall be issued upon conversion of any Preferred Shares. In lieu of any fractional shares to which the
Preferred Shareholder would otherwise be entitled, the Company shall at the discretion of the Board (including the affirmative vote of the
Cashcapital Director) either (A) pay cash equal to such fraction multiplied by the fair market value for the applicable Preferred Share as
determined and approved by the Board, or (B) round the fractional share (after aggregating all fractional Ordinary Shares) to the nearest
whole share (with one-half being rounded upward).

(c)

Adjustment Certificate.
Upon the occurrence of each adjustment of the Conversion Price pursuant to this Section 4, the Company shall, at its expense, promptly
compute such adjustment or readjustment in accordance with the terms hereof and notify each Preferred Shareholder of such adjustment
and the facts upon which such adjustment is based. The Company shall, upon the written request at any time of any Preferred Shareholder,
furnish or cause to be furnished to such Preferred Shareholder an adjustment certificate setting forth (A) such adjustment (B) the
Conversion Price for the Preferred Shares at the time in effect, and (C) the number of Ordinary Shares that each Preferred Share could then
be converted into.

4.6

No Impairment
The Company shall not impair the conversion rights of the Preferred Shares, and shall at all times in good faith assist in the carrying out of all the
provisions of this Section 4 and in the taking of all such actions as may be necessary or appropriate in order to protect the conversion rights of the
Preferred Shareholders (including without limitation, reservation of sufficient authorized by unissued Ordinary Shares for issuance upon the
conversion of the Preferred Shares).

5.

PREEMPTIVE RIGHTS

5.1

Preemptive Right in respect of New Shares.
(a)

The Company hereby grants to each Shareholder of the Company a right to purchase up to its pro rata share of any New Shares that the
Company may, from time to time after the Closing Date, propose to sell or issue on the same price, terms and conditions as the Company
proposes to sell or issue to any potential investor.
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The Preferred Shareholders, the Lead Ordinary Investor, Xizang Guoke and the Haitong Shareholders (only in respect of such number of
Ordinary Shares converted) shall also have a right of oversubscription if any Shareholder elects not to purchase its full pro rata share of the
New Shares. For the purposes of Section 5.1(a), each Shareholder’s “pro rata share” shall be determined according to the number of the
Ordinary Shares held by such Shareholder in relation to the aggregate number of all outstanding Equity Securities of the Company
(calculated on an as to be fully converted to Ordinary Share and on a Fully-Diluted Basis) immediately prior to the issuance of the New
Shares, (b) for the purpose of giving effect to Section 5.1(b)ii, Haitong Noteholders shall be treated as Shareholders and all the issued and
outstanding Notes owned by them shall be deemed to have been fully converted into the Ordinary Shares immediately prior to the issuance
of the New Shares; and (c) each Preferred Shareholder’s “pro rata share” shall be determined according to the aggregate number of all
Ordinary Shares convertible from the Preferred Shares held by such Preferred Shareholder immediately prior to the issuance of the New
Shares in relation to the aggregate number of all outstanding Equity Securities of the Company (calculated on an as to be fully converted
to Ordinary Shares and on a Fully-Diluted Basis); provided, however, the Shareholders shall not have such preemptive right in any of the
following circumstances: (a) issuance of Ordinary Shares convertible from all or any part of the Notes; and (b) if the potential investor to
whom the Company proposes to sell or issue New Shares is a Strategic Investor provided further that the Board of the Company shall give
each Shareholder a notice which explains and specifies the benefits or/and advantages the Company will obtain with the join-in of such
Strategic Investor. TTA: please note that the rights of the noteholders as set out in the M&A are not enforceable against the Company or
other shareholders.
(b)

Procedure:
(i)

In the event that the Company proposes to issue any New Shares, it shall give each Shareholder written notice (an “Issuance Notice
of New Shares”) of such intention, describing (i) the type of New Shares, (ii) the identity of the prospective subscriber, and (iii) the
price and the general terms upon which the Company proposes to issue such New Shares. Each Shareholder shall have thirty
(30) days after the receipt of the Issuance Notice of New Shares to agree to purchase up to such Shareholder’s pro rata share of such
New Shares for the price and upon the terms specified in the Issuance Notice of New Shares by giving written notice to the
Company and stating therein the quantity of New Shares to be purchased.

(ii)

To the extent there is any Notes outstanding and not converted into Ordinary Shares by a Haitong Noteholder on the date of the
Issuance Notice of New Shares, such Haitong Noteholder may, for the purpose of exercising its preemptive right under Section 5.1,
without any prejudice to its conversion rights under the Notes Terms and Conditions, exercise its conversion right attached to any
outstanding Notes within thirty (30) days after receipt of the Issuance Notice of New Shares in accordance with the Notes Terms and
Conditions. The Company shall not issue any New Shares or deliver the Second Participation Notice of New Shares (as defined in
Section 3.1(ii)(c)) unless and until the aforesaid conversion requested by such Haitong Noteholder has been completed in accordance
with the Notes Terms and Conditions. Any Ordinary Shares converted by a Haitong Noteholder hereunder shall be taken into
account in calculating Haitong Shareholder’s pro rata share in respect of the issuance of the New Shares under Section 5.1.
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(iii) In the event that any Shareholder fails to exercise its right to purchase its full pro rata share of the New Shares, the Company shall
deliver a written notice (the “Second Participation Notice of New Shares”) within five (5) days after the expiration of the
aforementioned thirty (30) day period to each of the Preferred Shareholder, the Lead Ordinary Shareholder and Xizang Guoke and
the Haitong Shareholders (only in respect of such Ordinary Shares already converted) that have elected to purchase its entire pro rata
share of the New Shares (the “Fully Participating Investors of New Shares”) which notice shall set forth the number of the New
Shares for which a Shareholder was entitled to purchase but that were not purchased by the Shareholder, pursuant to subsection
(i) above (such shares, the “Overallotment New Shares”). Each Fully Participating Investor shall have five (5) days from the date of
receipt of the Second Participation Notice of New Shares (the “Second Participation Period of New Shares”) to notify the Company
of its desire to purchase more than its pro rata share of the New Shares, stating the number of the additional New Shares it proposes
to buy (the “Additional Number of New Shares”). Such notice may be given by telephone provided it is confirmed in writing within
two (2) Business Days. If, as a result thereof, the total number of additional New Shares the Fully Participating Investors of New
Shares propose to buy exceeds the total number of the Overallotment New Shares, then the Overallotment New Shares shall be
allocated to such Fully Participating Investors of New Shares by allocating to each such Fully Participating Investor of New Shares
the lesser of (A) the difference between the Additional Number of New Shares and the aggregate number of Overallotment New
Shares that has already been allocated to it, and (B) its over-allotment pro rata share of the Overallotment New Shares that has not
yet been allocated, which allocation step shall be repeated until all Overallotment New Shares are allocated. Each such Fully
Participating Investor of New Shares who has been allocated all the Additional Number of New Shares shall cease to participate in
any subsequent allocation step. For the purposes of determining the allocation of Overallotment New Shares that a Fully
Participating Investor of New Shares will receive in each allocation step, such Investor’s “over-allotment pro rata share” shall be
determined according to the aggregate number of all Ordinary Shares or all Ordinary Shares convertible from the Preferred Shares
held by such Fully Participating Investor of New Shares on the date of the Issuance Notice of New Shares in relation to the aggregate
number of all Ordinary Shares and all Ordinary Shares convertible from the Preferred Shares held by all Fully Participating Investors
of New Shares who participate in such allocation step on such date.
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(iv) Payment for the New Shares to be purchased by the Shareholders shall be made by check or wire transfer in immediately available
funds of the appropriate currency, against delivery of such New Shares to be purchased at the business address of the Company at the
time of the scheduled closing therefor, which shall be no later than seventy (70) days after such Shareholders’ receipt of the Issuance
Notice of New Shares.
5.2

Preemptive Right in respect of New Notes.
(a)

the Company hereby grants each Investor a right to purchase up to its pro rata share of any New Notes that the Company may, from time to
time after the Closing Date, propose to sell or issue on the same price, terms and conditions as the Company propose to sell or issue to any
potential investor. The Preferred Shareholders, Xizang Guoke, the Lead Ordinary Investor, Haitong Noteholders and Haitong Shareholders
shall also have a right of oversubscription if any Investor elects not to purchase its full pro rata share of the New Notes. For the purposes of
Section 5.2, each Investor “pro rata share” shall be determined according to the number of the Equity Securities held by such Investor
(calculated on an as converted to Ordinary Shares and on a Fully-Diluted Basis) in relation to the aggregate number of all Equity Securities
(calculated on an as converted to Ordinary Shares and on a Fully-Diluted Basis basis) immediately prior to the issuance of the New Notes,
provided, however, the Investors shall not have such preemptive right in any of the following circumstances: (a) issuance of any Notes to
Haitong pursuant to the Notes Purchase Agreement, and (b) if the potential investor to whom the Company proposes to sell or issue New
Notes is a Strategic Investor provided further that the Board of the Company shall give each Investor a notice which explains and specifies
the benefits or/and advantages the Company will obtain with the join-in of such Strategic Investor.

(b)

Procedures
(i)

In the event that the Company proposes to issue any New Notes, it shall give each Investor written notice (an “Issuance Notice of
New Notes”) of such intention, describing (i) the type of New Notes, (ii) the identity of the prospective subscriber, and (iii) the price
and the general terms upon which the Company proposes to issue such New Notes. Each Investor shall have thirty (30) days after the
receipt of the Issuance Notice of New Notes to agree to purchase up to such Investor’s pro rata share of such New Notes for the price
and upon the terms specified in the Issuance Notice of New Notes by giving written notice to the Company and stating therein the
quantity of New Notes to be purchased.
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(ii)

In the event that any Investor fails to exercise its right to purchase its full pro rata share of the New Notes, the Company shall deliver
a written notice (the “Second Participation Notice of New Notes”) within five (5) days after the expiration of the aforementioned
thirty (30) day period to each Preferred Shareholder, Xizang Guoke, Lead Ordinary Shareholder and Haitong that have elected to
purchase its entire pro rata share of the New Notes (the “Fully Participating Investors of New Notes”) which notice shall set forth the
number of the New Notes for which the Investors was entitled to purchase but that were not purchased by such Investor pursuant to
subsection (a) above (such New Notes, the “Overallotment New Notes”). Each Fully Participating Investor of New Notes shall have
five (5) days from the date of receipt of the Second Participation Notice (the “Second Participation Period of New Notes”) to notify
the Company of its desire to purchase more than its pro rata share of the New Notes, stating the number of the additional New Notes
it proposes to buy (the “Additional Number of New Notes”). Such notice may be given by telephone provided it is confirmed in
writing within two (2) Business Days. If, as a result thereof, the total number of additional New Notes the Fully Participating
Investors of New Notes propose to buy exceeds the total number of the Overallotment New Notes, then the Overallotment New
Notes shall be allocated to such Fully Participating Investors of New Notes by allocating to each such Fully Participating Investor of
New Notes the lesser of (A) the difference between the Additional Number of New Notes and the aggregate number of Overallotment New Notes that has already been allocated to it, and (B) its over-allotment pro rata share of the Overallotment New Notes
that has not yet been allocated, which allocation step shall be repeated until all Overallotment New Notes are allocated. Each such
Fully Participating Investor of New Notes who has been allocated all the Additional Number of New Notes shall cease to participate
in any subsequent allocation step. For the purposes of determining the allocation of Overallotment New Notes that a Fully
Participating Investor of New Notes will receive in each allocation step, such Investor’s “over-allotment pro rata share” shall be
determined according to the aggregate number of all Equity Securities (calculated on an as converted to Ordinary Shares and on a
Fully-Diluted Basis basis) held by such Fully Participating Investor of New Notes on the date of the Issuance Notice of New Notes
in relation to the aggregate number of all Equity Securities (calculated on an as converted to Ordinary Shares and on a Fully-Diluted
Basis basis) held by all Fully Participating Investors of New Notes who participate in such allocation step on such date.

(iii) Payment for the New Notes to be purchased by the Investors shall be made by check or wire transfer in immediately available funds
of the appropriate currency, against delivery of such New Notes to be purchased at the business address of the Company at the time
of the scheduled closing therefor, which shall be no later than seventy (70) days after such Investor’s receipt of the Issuance Notice
of New Notes.
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5.3

For a period of ninety (90) days following the expiration of the period during which any Investor may exercise its preemptive rights under this
Section 5, the Company may sell any New Shares and/or New Notes with respect to which the Preemptive Rights under this Section 5 were not
exercised, to the purchasers identified in the Issuance Notice of New Shares or Issuance Notice of New Notes (as the case may be) and at a price
and upon terms not more favorable to the purchasers thereof than specified in the Issuance Notice of New Shares or Issuance Notice of New Notes
(as the case may be). In the event the Company has not completed the sale of such New Shares and/or New Notes within such ninety (90) day
period, the Company shall not and the other Covenantors shall cause the Company not to thereafter issue or sell any New Shares or New Notes,
without first again offering such New Shares or New Notes to the Investors in the manner provided in this Section 5.

6.

VOTING RIGHTS

6.1

General Meeting.
The Ordinary Shareholders shall have the right to one (1) vote for each outstanding Ordinary Share held. The Preferred Shareholders shall have
the right to such number of votes for each Preferred Share as equals the whole number of Ordinary Shares into which each outstanding Preferred
Share held could then be converted. Subject to provisions to the contrary elsewhere in the Memorandum and Articles, or as required by applicable
laws, the Preferred Shareholders shall have vote together with the Ordinary Shareholders, and not as a separate class or series, on all matters put
before the Shareholders. No business shall be transacted at any general meeting unless a quorum of Shareholders is present at the time when the
meeting proceeds to business. At any general meeting of the Company, the persons (or if a company or other non-natural person by its duly
authorized representative) entitled to the notice of and to attend and vote at such general meeting present in person or by proxy, of more than 50%
of the total issued voting shares (on a fully-diluted and as-converted basis) in the Company throughout the meeting shall form a quorum for the
transaction of business, which voting shares shall include such number of Ordinary Shares as represent at least 50% in voting power of the then
issued and outstanding Ordinary Shares, and such number of Preferred Shares as represent at least 50% in voting power of the then issued and
outstanding Preferred Shares, provided that if within one (1) hour from the time appointed for the general meeting a quorum is not present, the
general meeting shall be adjourned to the same day of the next week at the same time and place and the persons (or if a company or other
non-natural person by its duly authorized representative) entitled to the notice of and to attend and vote at such general meeting present in person
or by proxy, of more than 50% of the total issued voting shares (on a fully-diluted and as-converted basis) in the Company shall form a quorum
competent to transact any business.
An action that may be taken by the Shareholders at a meeting may also be taken by a resolution of Shareholders consented to in writing or by
telex, telegram, cable, facsimile or other written electronic communication and signed by all Shareholders entitled to vote. When all Shareholders
entitled to be present and vote sign either personally or by proxy the minutes of a general meeting, the same shall be deemed to have been duly
held notwithstanding that the Shareholders have not actually come together or that there may have been technical defects in the proceedings and a
resolution in writing (in one or more counterparts) signed by all Shareholders aforesaid shall be as valid and effectual as if it had been passed at a
meeting of the Shareholders duly called and constituted.
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At any general meeting, a resolution put to the vote of the meeting shall be decided by the vote of the requisite majority pursuant to a poll of the
Shareholders. Unless otherwise required by the applicable laws or Memorandum and Articles (including but not limited to Section 5.3(a) of this
Schedule A), such requisite majority shall be a simple majority of votes cast.
6.2

Board Matters.
(a)

The Board shall consist of at least five (5) directors. The Board shall be constituted as follows:
(i)

The Cashcapital Investor shall be entitled to nominate one (1) director (the “Cashcapital Director”) of the Board;

(ii)

The Ordinary Majority shall be entitled to nominate four (4) directors (the “Existing Ordinary Directors”) of the Board; and

(iii) The Haitong shall be entitled to nominate one (1) director (the “Haitong Director”, together with the Cashcapital Director, the
“Investor Directors”) of the Board, as long as Haitong collectively owns not less than 10% of the outstanding Equity Securities of
the Company (calculated on an as converted to Ordinary Shares and on a Fully-Diluted Basis). The right of Haitong to nominate the
Haitong Director shall no longer be exercised upon the occurrence or continuance of any of the following events: (1) Haitong
collectively owns less than 8% of the outstanding Equity Securities of the Company (calculated on an as converted to Ordinary
Shares and on a Fully-Diluted Basis); or (2) the submission of application of a Qualified IPO of the Company, provided always that
the restriction on Haitong’s right to nominate Haitong Director due to the occurrence or continuance of the events set forth in item(1)
above will be automatically lifted at any time and from time to time when Haitong collectively owns not less than 10% of the
outstanding Equity Securities of the Company (calculated on an as converted to Ordinary Shares and on a Fully-Diluted Basis). For
so long as Haitong has right to nominate a Haitong Director, the Company shall have a Board consisting of seven (7) directors,
which shall be constituted by the Cashcapital Director, the Haitong Director from time to time, four (4) Existing Ordinary Directors
and one (1) additional director (the “Additional Ordinary Director”, with the Existing Ordinary Directors, the “Ordinary Directors”)
as nominated by the Ordinary Majority (as defined in the Shareholders Agreement) from time to time.
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(iv) Each Shareholder of the Company that is a party to this Agreement also agrees to vote all of his, her or its shares from time to time
and at all times in whatever manner as shall be necessary to ensure that (i) each director nominated pursuant to Section 6.2 may be
elected to the Board; (ii) no director elected pursuant to Section 6.2 may be removed from office unless the person(s) or entity(ies)
originally entitled to designate or approve such director or occupy such Board seat pursuant to Section 6.2 is no longer so entitled to
designate or approve such director or occupy such Board seat; and (iii) any vacancies created by the resignation, removal or death of
a director elected pursuant to Section 6.2 shall be filled pursuant to the provisions of Section 6.2. Each Shareholder of the Company
that is a party to this Agreement agrees to execute any written consents required to effectuate the obligations of this Section 6.2, and
the Company agrees at the request of any Shareholder entitled to designate directors pursuant to Section 6.2 to call a meeting or a
class meeting of Shareholders for the purpose of electing directors.
(b)

Each of the Preferred Shareholders, the Lead Ordinary Investor and Haitong shall be entitled to appoint one (1) observer (the “Observer”)
to the Board, provided that at any time and for so long as a Haitong Director on the Board, Haitong shall not appoint an Observer shall be
terminated. The Observer shall be entitled to (a) attend meetings of the Board; and (b) receive copy of all notices, minutes, consents and
other material that are provided to the directors at the same time and in the same manner as provided to the directors.

(c)

The Board shall meet at least once every quarter (whether in person or by means of a conference telephone or any other equipment which
allows all participants in the meeting to speak to and hear each other simultaneously). A quorum for a Board meeting shall consist of four
(4) directors including the Cashcapital Director and the Haitong Director(if applicable). However, if within an hour from the time
appointed for a board meeting, a quorum is not present due to the absence of any director, then a second board meeting shall be scheduled
to a time the same day in the next week and written notice for such second board meeting shall be duly delivered again to all directors. If
within an hour from the time appointed for such second board meeting, a quorum is still not present due to the absence of any director, then
those directors present shall be deemed to be a quorum for such second board meeting; provided that at such second board meeting or the
following meeting, the business not included in the notice for such second board meeting shall not be transacted. Each of the Investor
Directors shall be entitled to appoint an alternate respectively to serve at any board meeting (or the meeting of a committee formed by the
Board), and such alternate shall be permitted to attend all Board meetings and vote on such Investor Director’s behalf. Questions arising at
any meeting shall be decided by a simple majority of votes (unless a higher vote is required pursuant to applicable laws or the
Memorandum and Articles) of the directors present at a meeting at which there is a quorum, with each director having one (1) vote. A
resolution in writing (in one or more counterparts), signed by all the directors for the time being or all the members of a committee of the
Board shall be as valid and effectual as if it had been passed at a meeting of the Directors or such committee as the case may be duly
convened and held.

(d)

The Company shall indemnify the directors to the maximum extent permitted by the law.
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6.3

Protective Provisions.
(a)

For so long as any Preferred Share remains outstanding, the Company shall ensure that each Group Company will not take any of the
following actions without the prior consents of the Cashcapital Director (Email shall be deemed as the formal evidencing documents of
such consent of the Cashcapital Director) other than in respect of any action that requires a special resolution pursuant to the Companies
Law of the Cayman Islands (2016 Revision), subject to the subsection of (c) below.
(1)

Any Amendment or change of the Memorandum and Articles of Association of any Group Company or the Share Purchase
Agreements;

(2)

Increase or decrease of the authorized capital or registered capital of any Group Company; or any increase in the authorized or
designated number of any new class or series of stock or any other equity or debt securities convertible into equity securities of any
Group Company; or redemption or repurchase of any equity securities of any Group Company;

(3)

Incurrence of indebtedness lent or loaned by any third party in addition to the budget plan and in excess of ¥5,000,000 or the
equivalent US dollar in one transaction or in excess of ¥10,000,000 or the equivalent US dollar in a series of related transactions;

(4)

Sale of all or a substantial part of the assets of any Group Company or merger among any Group Company and other parties;

(5)

Liquidation, dissolution or winding-up of any Group Company;

(6)

Extension of loan to any director, officer or employee of any Group Company in aggregate amount in excess of ¥200,000 or the
equivalent US dollar;

(7)

Any external investment, or establishment of any joint venture, partnership, subsidiary, alliance, or cooperation by the any Group
Company;

(8)

Authorization in compensation of any of the founders compensated in any Group Company within twenty-four (24) month period
right after the Closing, or authorization in compensation of any of the founders compensated in any Group Company which is in
excess of the average business salary after the twenty-four (24) month period hereupon.
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(9)

Related party transaction or a series of related party transactions involving both any Group Company and any Ordinary Shareholder,
director, officer or employee of the Group Company, or any joint venture, director, officer or employee who keeps a related
relationship with such Ordinary Shareholder, director, officer or employee of the Group Company, for which the aggregate value
exceeds ¥100,000 or the equivalent US dollar;

(10) Change to the business scope of any Group Company;
(11) Appointment or removal of the general manager or CFO of any Group Company;
(12) Approval of the Strategic Investor.
(b)

(c)

For so long as any Preferred Share remains outstanding, the Company shall ensure that each Group Company will not take any of the
following actions without the prior consents of three-fourths (3/4) of the directors of the Board present at the meeting (including the
consent of the Cashcapital Director) other than in respect of any action that requires a special resolution pursuant to the Companies Law of
the Cayman Islands (2016 Revision), subject to the subsection of (c) below.
(1)

The declaration, set aside or payment of any dividend or other distribution in any kind, or capitalization of the reserved of any Group
Company

(2)

The approval of, and any material change in any Group Company’s annual budget plan or annual accounts scheme;

(3)

The substantially change of the business plan of any Group Company or subsidiary company, or the substantially change of
appointment of directors to any subsidiary Board or to the board of any company or joint venture of which the Group Company is
entitled to nominate the director(s).

Provided that any of the actions listed in subsections (a) and (b) above requires a special resolution in accordance with the Companies Law
of the Cayman Islands (2016 Revision), such action shall require the approval of the Preferred Shareholders holding at least two-thirds
(2/3) of the outstanding Preferred Shares (on an as-converted basis), and where such said prior approval has not been obtained, the holders
of the Preferred Shares who vote against the resolution at a meeting of the shareholders shall have the same number of votes as the other
shareholders who vote in favor of such resolution plus one.
22

Exhibit 3.2
THE COMPANIES LAW (2018 REVISION)
OF THE CAYMAN ISLANDS
COMPANY LIMITED BY SHARES
SIXTH AMENDED AND RESTATED
MEMORANDUM OF ASSOCIATION
OF
UCLOUDLINK GROUP INC.
(Adopted by special resolution passed on July 15, 2019 and effective immediately prior to the completion of the initial public offering of the Company’s
American Depositary Shares representing its Class A Ordinary Shares)
1.

The name of the Company is UCLOUDLINK GROUP INC.

2.

The Registered Office of the Company will be situated at the offices of Maples Corporate Services Limited, PO Box 309, Ugland House, Grand
Cayman KY1-1104, Cayman Islands, or at such other location within the Cayman Islands as the Directors may from time to time determine.

3.

The objects for which the Company is established are unrestricted and the Company shall have full power and authority to carry out any object
not prohibited by the Companies Law or any other law of the Cayman Islands.

4.

The Company shall have and be capable of exercising all the functions of a natural person of full capacity irrespective of any question of
corporate benefit as provided by the Companies Law.

5.

The Company will not trade in the Cayman Islands with any person, firm or corporation except in furtherance of the business of the Company
carried on outside the Cayman Islands; provided that nothing in this section shall be construed as to prevent the Company effecting and
concluding contracts in the Cayman Islands, and exercising in the Cayman Islands all of its powers necessary for the carrying on of its business
outside the Cayman Islands.

6.

The liability of each Shareholder is limited to the amount, if any, unpaid on the Shares held by such Shareholder.

7.

The authorised share capital of the Company is US$100,000 divided into 2,000,000,000 shares comprising of (i) 1,700,000,000 Class A Ordinary
Shares of a par value of US$0.00005 each, (ii) 200,000,000 Class B Ordinary Shares of a par value of US$0.00005 each, and (iii) 100,000,000
shares of a par value of US$0.00005 each of such class or classes (however designated) as the board of directors may determine in accordance
with the Articles. Subject to the Companies Law and the Articles, the Company shall have power to redeem or purchase any of its Shares and to
increase or reduce its authorised share capital and to sub-divide or consolidate the said Shares or any of them and to issue all or any part of its
capital whether original, redeemed, increased or reduced with or without any preference, priority, special privilege or other rights or subject to
any postponement of rights or to any conditions or restrictions whatsoever and so that unless the conditions of issue shall otherwise expressly
provide every issue of shares whether stated to be ordinary, preference or otherwise shall be subject to the powers on the part of the Company
hereinbefore provided.

8.

The Company has the power contained in the Companies Law to deregister in the Cayman Islands and be registered by way of continuation in
some other jurisdiction.

9.

Capitalised terms that are not defined in this Memorandum of Association bear the same meanings as those given in the Articles of Association
of the Company.
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THE COMPANIES LAW (2018 REVISION)
OF THE CAYMAN ISLANDS
COMPANY LIMITED BY SHARES
SIXTH AMENDED AND RESTATED
ARTICLES OF ASSOCIATION
OF
UCLOUDLINK GROUP INC.
(Adopted by special resolution passed on July 15, 2019 and effective immediately prior to the completion of the initial public offering of the Company’s
American Depositary Shares representing its Class A Ordinary Shares)
TABLE A
The regulations contained or incorporated in Table ‘A’ in the First Schedule of the Companies Law shall not apply to the Company and the following
Articles shall comprise the Articles of Association of the Company.
INTERPRETATION
1.

In these Articles the following defined terms will have the meanings ascribed to them, if not inconsistent with the subject or context:

“ADS”

means an American Depositary Share representing Class A Ordinary Shares;

“Affiliate”

means in respect of a Person, any other Person that, directly or indirectly, through one (1) or more intermediaries,
controls, is controlled by, or is under common control with, such Person, and (i) in the case of a natural person, any of
such person’s Family Members, a trust for the benefit of such person or any of his Family Members, and a corporation,
partnership or any other entity wholly or jointly owned or controlled by such person and any of his Family Members, and
(ii) in the case of an entity, a partnership, a corporation or any other entity or any natural person which directly, or
indirectly through one or more intermediaries, controls, is controlled by, or is under common control with, such entity.
The term “control” shall mean the ownership, directly or indirectly, of shares possessing more than fifty per cent (50%) of
the voting power of the corporation, partnership or other entity (other than, in the case of a corporation, securities having
such power only by reason of the happening of a contingency), or having the power to control the management or elect a
majority of members to the board of directors or equivalent decision-making body of such corporation, partnership or
other entity;

“Articles”

means these articles of association of the Company, as amended or substituted from time to time;
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“Board” and “Board of
means the directors of the Company for the time being, or as the case may be, the directors assembled as a board or as a
Directors” and “Directors” committee thereof;
“Chairman”

means the chairman of the Board of Directors;

“Class” or “Classes”

means any class or classes of Shares as may from time to time be issued by the Company;

“Class A Ordinary Share”

means an Ordinary Share of a par value of US$0.00005 in the capital of the Company, designated as a Class A Ordinary
Shares and having the rights provided for in these Articles;

“Class B Ordinary Share”

means an Ordinary Share of a par value of US$0.00005 in the capital of the Company, designated as a Class B Ordinary
Share and having the rights provided for in these Articles;

“Commission”

means the Securities and Exchange Commission of the United States of America or any other federal agency for the time
being administering the Securities Act;

“Company”

means UCLOUDLINK GROUP INC., a Cayman Islands exempted company;

“Companies Law”

means the Companies Law (2018 Revision) of the Cayman Islands and any statutory amendment or re-enactment thereof;

“Company’s Website”

means the main corporate/investor relations website of the Company, the address or domain name of which has been
disclosed in any registration statement filed by the Company with the Commission in connection with its initial public
offering of ADSs, or which has otherwise been notified to Shareholders;

“Designated Stock
Exchange”

means the stock exchange in the United States on which any Shares or ADSs are listed for trading;

“Designated Stock
Exchange Rules”

means the relevant code, rules and regulations, as amended, from time to time, applicable as a result of the original and
continued listing of any Shares or ADSs on the Designated Stock Exchange;

“electronic”

has the meaning given to it in the Electronic Transactions Law and any amendment thereto or re-enactments thereof for
the time being in force and includes every other law incorporated therewith or substituted therefor;

“electronic
communication”

means electronic posting to the Company’s Website, transmission to any number, address or internet website or other
electronic delivery methods as otherwise decided and approved by not less than two-thirds of the vote of the Board;

“Electronic Transactions
Law”

means the Electronic Transactions Law (2003 Revision) of the Cayman Islands and any statutory amendment or
re-enactment thereof;

“electronic record”

has the meaning given to it in the Electronic Transactions Law and any amendment thereto or re-enactments thereof for
the time being in force and includes every other law incorporated therewith or substituted therefor;
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“Family Member”

means a person’s spouse, parents, children, grandchildren or other lineal descendants, siblings, mother-in-law, father-inlaw, brothers-in-law and sisters-in-law;

“Founders”

means Chaohui Chen (陈朝晖) and Zhiping Peng (彭智平);

“Founder Entities”

means MediaPlay Limited and AlphaGo Robot Limited, both British Virgin Islands companies;

“Memorandum of
Association”

means the memorandum of association of the Company, as amended or substituted from time to time;

“Ordinary Resolution”

means a resolution:
(a) passed by a simple majority of the votes cast by such Shareholders as, being entitled to do so, vote in person or,
where proxies are allowed, by proxy or, in the case of corporations, by their duly authorised representatives, at a
general meeting of the Company held in accordance with these Articles; or
(b) approved in writing by all of the Shareholders entitled to vote at a general meeting of the Company in one or more
instruments each signed by one or more of the Shareholders and the effective date of the resolution so adopted shall
be the date on which the instrument, or the last of such instruments, if more than one, is executed;

“Ordinary Share”

means a Class A Ordinary Share or a Class B Ordinary Share;

“paid up”

means paid up as to the par value in respect of the issue of any Shares and includes credited as paid up;

“Person”

means any natural person, firm, company, joint venture, partnership, corporation, association or other entity (whether or
not having a separate legal personality) or any of them as the context so requires;

“Register”

means the register of Members of the Company maintained in accordance with the Companies Law;

“Registered Office”

means the registered office of the Company as required by the Companies Law;

“Seal”

means the common seal of the Company (if adopted) including any facsimile thereof;

“Secretary”

means any Person appointed by the Directors to perform any of the duties of the secretary of the Company;

“Securities Act”

means the Securities Act of 1933 of the United States of America, as amended, or any similar federal statute and the rules
and regulations of the Commission thereunder, all as the same shall be in effect at the time;
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“Share”

means a share in the capital of the Company. All references to “Shares” herein shall be deemed to be Shares of any or all
Classes as the context may require. For the avoidance of doubt in these Articles the expression “Share” shall include a
fraction of a Share;

“Shareholder” or
“Member”

means a Person who is registered as the holder of one or more Shares in the Register;

“Share Premium Account” means the share premium account established in accordance with these Articles and the Companies Law;
“signed”

means bearing a signature or representation of a signature affixed by mechanical means or an electronic symbol or
process attached to or logically associated with an electronic communication and executed or adopted by a Person with
the intent to sign the electronic communication;

“Special Resolution”

means a special resolution of the Company passed in accordance with the Companies Law, being a resolution:
(a) passed by not less than two-thirds of the votes cast by such Shareholders as, being entitled to do so, vote in person or,
where proxies are allowed, by proxy or, in the case of corporations, by their duly authorised representatives, at a
general meeting of the Company of which notice specifying the intention to propose the resolution as a special
resolution has been duly given; or
(b) approved in writing by all of the Shareholders entitled to vote at a general meeting of the Company in one or more
instruments each signed by one or more of the Shareholders and the effective date of the special resolution so
adopted shall be the date on which the instrument or the last of such instruments, if more than one, is executed;

“Specified Persons”

means the Founders, the Family Members of the Founders, the Founder Entities, and any corporation, partnership or any
other entity wholly or jointly owned or controlled by any Founder and any of the Founders’ Family Members;

“Treasury Share”

means a Share held in the name of the Company as a treasury share in accordance with the Companies Law;

“United States”

means the United States of America, its territories, its possessions and all areas subject to its jurisdiction; and

“Voting Agreement”

means the voting agreement entered into by and among the Company, the Founders and other parties thereto, dated
July 10, 2019, as amended or supplemented from time to time.

2.

In these Articles, save where the context requires otherwise:
(a)

words importing the singular number shall include the plural number and vice versa;

(b)

words importing the masculine gender only shall include the feminine gender and any Person as the context may require;
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3.

(c)

the word “may” shall be construed as permissive and the word “shall” shall be construed as imperative;

(d)

reference to a dollar or dollars (or US$) and to a cent or cents is reference to dollars and cents of the United States of America;

(e)

reference to a statutory enactment shall include reference to any amendment or re-enactment thereof for the time being in force;

(f)

reference to any determination by the Directors shall be construed as a determination by the Directors in their sole and absolute
discretion and shall be applicable either generally or in any particular case;

(g)

reference to “in writing” shall be construed as written or represented by any means reproducible in writing, including any form of print,
lithograph, email, facsimile, photograph or telex or represented by any other substitute or format for storage or transmission for writing
including in the form of an electronic record or partly one and partly another;

(h)

any requirements as to delivery under the Articles include delivery in the form of an electronic record or an electronic communication;

(i)

any requirements as to execution or signature under the Articles, including the execution of the Articles themselves, can be satisfied in
the form of an electronic signature as defined in the Electronic Transaction Law; and

(j)

Sections 8 and 19(3) of the Electronic Transactions Law shall not apply.

Subject to the last two preceding Articles, any words defined in the Companies Law shall, if not inconsistent with the subject or context, bear the
same meaning in these Articles.
PRELIMINARY

4.

The business of the Company may be conducted as the Directors see fit.

5.

The Registered Office shall be at such address in the Cayman Islands as the Directors may from time to time determine. The Company may in
addition establish and maintain such other offices and places of business and agencies in such places as the Directors may from time to time
determine.

6.

The expenses incurred in the formation of the Company and in connection with the offer for subscription and issue of Shares shall be paid by the
Company. Such expenses may be amortised over such period as the Directors may determine and the amount so paid shall be charged against
income and/or capital in the accounts of the Company as the Directors shall determine.

7.

The Directors shall keep, or cause to be kept, the Register at such place as the Directors may from time to time determine and, in the absence of
any such determination, the Register shall be kept at the Registered Office.
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SHARES
8.

9.

Subject to these Articles, all Shares for the time being unissued shall be under the control of the Directors who may, in their absolute discretion
and without the approval of the Members, cause the Company to:
(a)

issue, allot and dispose of Shares (including, without limitation, preferred shares) (whether in certificated form or non-certificated form)
to such Persons, in such manner, on such terms and having such rights and being subject to such restrictions as they may from time to
time determine;

(b)

grant rights over Shares or other securities to be issued in one or more classes or series as they deem necessary or appropriate and
determine the designations, powers, preferences, privileges and other rights attaching to such Shares or securities, including dividend
rights, voting rights, conversion rights, terms of redemption and liquidation preferences, any or all of which may be greater than the
powers, preferences, privileges and rights associated with the then issued and outstanding Shares, at such times and on such other terms
as they think proper; and

(c)

grant options with respect to Shares and issue warrants or similar instruments with respect thereto.

The Directors may authorise the division of Shares into any number of Classes and the different Classes shall be authorised, established and
designated (or re-designated as the case may be) and the variations in the relative rights (including, without limitation, voting, dividend and
redemption rights), restrictions, preferences, privileges and payment obligations as between the different Classes (if any) may be fixed and
determined by the Directors or by an Ordinary Resolution. The Directors may issue Shares with such preferred or other rights, all or any of
which may be greater than the rights of Ordinary Shares, at such time and on such terms as they may think appropriate. Notwithstanding Article
18, the Directors may issue from time to time, out of the authorised share capital of the Company (other than the authorised but unissued
Ordinary Shares), series of preferred shares in their absolute discretion and without approval of the Members; provided, however, before any
preferred shares of any such series are issued, the Directors shall by resolution of Directors determine, with respect to any series of preferred
shares, the terms and rights of that series, including:
(a)

the designation of such series, the number of preferred shares to constitute such series and the subscription price thereof if different
from the par value thereof;

(b)

whether the preferred shares of such series shall have voting rights, in addition to any voting rights provided by law, and, if so, the terms
of such voting rights, which may be general or limited;

(c)

the dividends, if any, payable on such series, whether any such dividends shall be cumulative, and, if so, from what dates, the conditions
and dates upon which such dividends shall be payable, and the preference or relation which such dividends shall bear to the dividends
payable on any shares of any other class or any other series of shares;

(d)

whether the preferred shares of such series shall be subject to redemption by the Company, and, if so, the times, prices and other
conditions of such redemption;

(e)

whether the preferred shares of such series shall have any rights to receive any part of the assets available for distribution amongst the
Members upon the liquidation of the Company, and, if so, the terms of such liquidation preference, and the relation which such
liquidation preference shall bear to the entitlements of the holders of shares of any other class or any other series of shares;

(f)

whether the preferred shares of such series shall be subject to the operation of a retirement or sinking fund and, if so, the extent to and
manner in which any such retirement or sinking fund shall be applied to the purchase or redemption of the preferred shares of such
series for retirement or other corporate purposes and the terms and provisions relative to the operation thereof;
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(g)

whether the preferred shares of such series shall be convertible into, or exchangeable for, shares of any other class or any other series of
preferred shares or any other securities and, if so, the price or prices or the rate or rates of conversion or exchange and the method, if
any, of adjusting the same, and any other terms and conditions of conversion or exchange;

(h)

the limitations and restrictions, if any, to be effective while any preferred shares of such series are outstanding upon the payment of
dividends or the making of other distributions on, and upon the purchase, redemption or other acquisition by the Company of, the
existing shares or shares of any other class of shares or any other series of preferred shares;

(i)

the conditions or restrictions, if any, upon the creation of indebtedness of the Company or upon the issue of any additional shares,
including additional shares of such series or of any other class of shares or any other series of preferred shares; and

(j)

any other powers, preferences and relative, participating, optional and other special rights, and any qualifications, limitations and
restrictions thereof;

and, for such purposes, the Directors may reserve an appropriate number of Shares for the time being unissued. The Company shall not issue
Shares to bearer.
10.

The Company may insofar as may be permitted by law, pay a commission to any Person in consideration of his subscribing or agreeing to
subscribe whether absolutely or conditionally for any Shares. Such commissions may be satisfied by the payment of cash or the lodgement of
fully or partly paid-up Shares or partly in one way and partly in the other. The Company may also pay such brokerage as may be lawful on any
issue of Shares.

11.

The Directors may refuse to accept any application for Shares, and may accept any application in whole or in part, for any reason or for no
reason.
CLASS A ORDINARY SHARES AND CLASS B ORDINARY SHARES

12.

Holders of Class A Ordinary Shares and Class B Ordinary Shares shall at all times vote together as one class on all resolutions submitted to a
vote by the Members. Each Class A Ordinary Share shall entitle the holder thereof to one (1) vote on all matters subject to vote at general
meetings of the Company, and each Class B Ordinary Share shall entitle the holder thereof to fifteen (15) votes on all matters subject to vote at
general meetings of the Company.

13.

Each Class B Ordinary Share is convertible into one (1) Class A Ordinary Share at any time by the holder thereof. The right to convert shall be
exercisable by the holder of the Class B Ordinary Share delivering a written notice to the Company that such holder elects to convert a specified
number of Class B Ordinary Shares into Class A Ordinary Shares.

14.

Any number of Class B Ordinary Shares held by a holder thereof will be automatically and immediately converted into an equal number of
Class A Ordinary Shares upon the occurrence of any of the following:
(a)

any direct or indirect sale, transfer, assignment or disposition of such number of Class B Ordinary Shares by the holder thereof or the
direct or indirect transfer or assignment of the voting power attached to such number of Class B Ordinary Shares through voting proxy
or otherwise to any person that is not an Affiliate of any of the Specified Persons;
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for the avoidance of doubt, the creation of any pledge, charge, encumbrance or other third party right of whatever description on any of
Class B Ordinary Shares to secure contractual or legal obligations shall not be deemed as a sale, transfer, assignment or disposition
under this clause (a) unless and until any such pledge, charge, encumbrance or other third party right is enforced and results in a third
party that is not an Affiliate of any of the Specified Persons holding directly or indirectly beneficial ownership or voting power through
voting proxy or otherwise to the related Class B Ordinary Shares, in which case all the related Class B Ordinary Shares shall be
automatically converted into the same number of Class A Ordinary Shares; or
(b)

the direct or indirect sale, transfer, assignment or disposition of a majority of the issued and outstanding voting securities of, or the
direct or indirect transfer or assignment of the voting power attached to such voting securities through voting proxy or otherwise, or the
direct or indirect sale, transfer, assignment or disposition of all or substantially all of the assets of, a holder of Class B Ordinary Shares
that is an entity to any person that is not an Affiliate of any of the Specified Persons;
for the avoidance of doubt, the creation of any pledge, charge, encumbrance or other third party right of whatever description on the
issued and outstanding voting securities or the assets of a holder of Class B Ordinary Shares that is an entity to secure contractual or
legal obligations shall not be deemed as a sale, transfer, assignment or disposition under this clause (b) unless and until any such
pledge, charge, encumbrance or other third party right is enforced and results in a third party that is not an Affiliate of any of the
Specified Persons holding directly or indirectly beneficial ownership or voting power through voting proxy or otherwise to the related
issued and outstanding voting securities or the assets;

Notwithstanding anything to contrary in the foregoing and elsewhere in these Articles, the execution of and any amendment to the Voting
Agreement and/or performance of the rights, obligations and any other provisions under the Voting Agreement shall not be deemed as a transfer
or assignment of the voting power attached to the Class B Ordinary Shares held by the parties to the Voting Agreement under Article 14 and
shall not result in Class B Ordinary Shares beneficially owned by the parties to the Voting Agreement being automatically converted into the
same number of Class A Ordinary Shares.
15.

Any conversion of Class B Ordinary Shares into Class A Ordinary Shares pursuant to these Articles shall be effected by means of the
re-designation of each relevant Class B Ordinary Share as a Class A Ordinary Share. Such conversion shall become effective forthwith upon
entries being made in the Register to record the re-designation of the relevant Class B Ordinary Shares as Class A Ordinary Shares.

16.

Class A Ordinary Shares are not convertible into Class B Ordinary Shares under any circumstances.

17.

Save and except for voting rights and conversion rights as set out in Articles 12 to 16 (inclusive), the Class A Ordinary Shares and the Class B
Ordinary Shares shall rank pari passu with one another and shall have the same rights, preferences, privileges and restrictions.
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MODIFICATION OF RIGHTS
18.

Whenever the capital of the Company is divided into different Classes the rights attached to any such Class may, subject to any rights or
restrictions for the time being attached to any Class, only be materially adversely varied with the consent in writing of the holders of two-thirds
(2/3) of all of the issued Shares of that Class or with the sanction of an Ordinary Resolution passed at a separate meeting of the holders of the
Shares of that Class. To every such separate meeting all the provisions of these Articles relating to general meetings of the Company or to the
proceedings thereat shall, mutatis mutandis, apply, except that the necessary quorum shall be one or more Persons holding or representing by
proxy at least one-third in nominal or par value amount of the issued Shares of the relevant Class (but so that if at any adjourned meeting of such
holders a quorum as above defined is not present, those Shareholders who are present shall form a quorum) and that, subject to any rights or
restrictions for the time being attached to the Shares of that Class, every Shareholder of the Class shall on a poll have one vote for each Share of
the Class held by him. For the purposes of this Article the Directors may treat all the Classes or any two or more Classes as forming one Class if
they consider that all such Classes would be affected in the same way by the proposals under consideration, but in any other case shall treat them
as separate Classes.

19.

The rights conferred upon the holders of the Shares of any Class issued with preferred or other rights shall not, subject to any rights or
restrictions for the time being attached to the Shares of that Class, be deemed to be materially adversely varied by, inter alia, the creation,
allotment or issue of further Shares ranking pari passu with or subsequent to them or the redemption or purchase of any Shares of any Class by
the Company. The rights of the holders of Shares shall not be deemed to be materially adversely varied by the creation or issue of Shares with
preferred or other rights including, without limitation, the creation of Shares with enhanced or weighted voting rights.
CERTIFICATES

20.

Every Person whose name is entered as a Member in the Register may, without payment and upon its written request, request a certificate within
two calendar months after allotment or lodgement of transfer (or within such other period as the conditions of issue shall provide) in the form
determined by the Directors. All certificates shall specify the Share or Shares held by that Person, provided that in respect of a Share or Shares
held jointly by several Persons the Company shall not be bound to issue more than one certificate, and delivery of a certificate for a Share to one
of several joint holders shall be sufficient delivery to all. All certificates for Shares shall be delivered personally or sent through the post
addressed to the Member entitled thereto at the Member’s registered address as appearing in the Register.

21.

Every share certificate of the Company shall bear legends required under the applicable laws, including the Securities Act.

22.

Any two or more certificates representing Shares of any one Class held by any Member may at the Member’s request be cancelled and a single
new certificate for such Shares issued in lieu on payment (if the Directors shall so require) of one dollar (US$1.00) or such smaller sum as the
Directors shall determine.

23.

If a share certificate shall be damaged or defaced or alleged to have been lost, stolen or destroyed, a new certificate representing the same Shares
may be issued to the relevant Member upon request, subject to delivery up of the old certificate or (if alleged to have been lost, stolen or
destroyed) compliance with such conditions as to evidence and indemnity and the payment of out-of-pocket expenses of the Company in
connection with the request as the Directors may think fit.
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24.

In the event that Shares are held jointly by several Persons, any request may be made by any one of the joint holders and if so made shall be
binding on all of the joint holders.
FRACTIONAL SHARES

25.

The Directors may issue fractions of a Share and, if so issued, a fraction of a Share shall be subject to and carry the corresponding fraction of
liabilities (whether with respect to nominal or par value, premium, contributions, calls or otherwise), limitations, preferences, privileges,
qualifications, restrictions, rights (including, without prejudice to the generality of the foregoing, voting and participation rights) and other
attributes of a whole Share. If more than one fraction of a Share of the same Class is issued to or acquired by the same Shareholder such fractions
shall be accumulated.
LIEN

26.

The Company has a first and paramount lien on every Share (whether or not fully paid) for all amounts (whether presently payable or not)
payable at a fixed time or called in respect of that Share. The Company also has a first and paramount lien on every Share registered in the name
of a Person indebted or under liability to the Company (whether he is the sole registered holder of a Share or one of two or more joint holders)
for all amounts owing by him or his estate to the Company (whether or not presently payable). The Directors may at any time declare a Share to
be wholly or in part exempt from the provisions of this Article. The Company’s lien on a Share extends to any amount payable in respect of it,
including but not limited to dividends.

27.

The Company may sell, in such manner as the Directors in their absolute discretion think fit, any Share on which the Company has a lien, but no
sale shall be made unless an amount in respect of which the lien exists is presently payable nor until the expiration of fourteen calendar days
after a notice in writing, demanding payment of such part of the amount in respect of which the lien exists as is presently payable, has been given
to the registered holder for the time being of the Share, or the Persons entitled thereto by reason of his death or bankruptcy.

28.

For giving effect to any such sale the Directors may authorise a Person to transfer the Shares sold to the purchaser thereof. The purchaser shall be
registered as the holder of the Shares comprised in any such transfer and he shall not be bound to see to the application of the purchase money,
nor shall his title to the Shares be affected by any irregularity or invalidity in the proceedings in reference to the sale.

29.

The proceeds of the sale after deduction of expenses, fees and commission incurred by the Company shall be received by the Company and
applied in payment of such part of the amount in respect of which the lien exists as is presently payable, and the residue shall (subject to a like
lien for sums not presently payable as existed upon the Shares prior to the sale) be paid to the Person entitled to the Shares immediately prior to
the sale.
CALLS ON SHARES

30.

Subject to the terms of the allotment, the Directors may from time to time make calls upon the Shareholders in respect of any moneys unpaid on
their Shares, and each Shareholder shall (subject to receiving at least fourteen calendar days’ notice specifying the time or times of payment) pay
to the Company at the time or times so specified the amount called on such Shares. A call shall be deemed to have been made at the time when
the resolution of the Directors authorising such call was passed.

31.

The joint holders of a Share shall be jointly and severally liable to pay calls in respect thereof.
12

32.

If a sum called in respect of a Share is not paid before or on the day appointed for payment thereof, the Person from whom the sum is due shall
pay interest upon the sum at the rate of eight percent per annum from the day appointed for the payment thereof to the time of the actual
payment, but the Directors shall be at liberty to waive payment of that interest wholly or in part.

33.

The provisions of these Articles as to the liability of joint holders and as to payment of interest shall apply in the case of non-payment of any
sum which, by the terms of issue of a Share, becomes payable at a fixed time, whether on account of the amount of the Share, or by way of
premium, as if the same had become payable by virtue of a call duly made and notified.

34.

The Directors may make arrangements with respect to the issue of partly paid Shares for a difference between the Shareholders, or the particular
Shares, in the amount of calls to be paid and in the times of payment.

35.

The Directors may, if they think fit, receive from any Shareholder willing to advance the same all or any part of the moneys uncalled and unpaid
upon any partly paid Shares held by him, and upon all or any of the moneys so advanced may (until the same would, but for such advance,
become presently payable) pay interest at such rate (not exceeding without the sanction of an Ordinary Resolution, eight percent per annum) as
may be agreed upon between the Shareholder paying the sum in advance and the Directors. No such sum paid in advance of calls shall entitle the
Member paying such sum to any portion of a dividend declared in respect of any period prior to the date upon which such sum would, but for
such payment, become presently payable.
FORFEITURE OF SHARES

36.

If a Shareholder fails to pay any call or instalment of a call in respect of partly paid Shares on the day appointed for payment, the Directors may,
at any time thereafter during such time as any part of such call or instalment remains unpaid, serve a notice on him requiring payment of so much
of the call or instalment as is unpaid, together with any interest which may have accrued.

37.

The notice shall name a further day (not earlier than the expiration of fourteen calendar days from the date of the notice) on or before which the
payment required by the notice is to be made, and shall state that in the event of non-payment at or before the time appointed, the Shares in
respect of which the call was made will be liable to be forfeited.

38.

If the requirements of any such notice as aforesaid are not complied with, any Share in respect of which the notice has been given may at any
time thereafter, before the payment required by notice has been made, be forfeited by a resolution of the Directors to that effect.

39.

A forfeited Share may be sold or otherwise disposed of on such terms and in such manner as the Directors think fit, and at any time before a sale
or disposition the forfeiture may be cancelled on such terms as the Directors think fit.

40.

A Person whose Shares have been forfeited shall cease to be a Shareholder in respect of the forfeited Shares, but shall, notwithstanding, remain
liable to pay to the Company all moneys which at the date of forfeiture were payable by him to the Company in respect of the Shares forfeited,
but his liability shall cease if and when the Company receives payment in full of the amount unpaid on the Shares forfeited.

41.

A certificate in writing under the hand of a Director that a Share has been duly forfeited on a date stated in the certificate shall be conclusive
evidence of the facts in the declaration as against all Persons claiming to be entitled to the Share.
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42.

The Company may receive the consideration, if any, given for a Share on any sale or disposition thereof pursuant to the provisions of these
Articles as to forfeiture and may execute a transfer of the Share in favour of the Person to whom the Share is sold or disposed of and that Person
shall be registered as the holder of the Share and shall not be bound to see to the application of the purchase money, if any, nor shall his title to
the Shares be affected by any irregularity or invalidity in the proceedings in reference to the disposition or sale.

43.

The provisions of these Articles as to forfeiture shall apply in the case of non-payment of any sum which by the terms of issue of a Share
becomes due and payable, whether on account of the amount of the Share, or by way of premium, as if the same had been payable by virtue of a
call duly made and notified.
TRANSFER OF SHARES

44.

The instrument of transfer of any Share shall be in writing and in any usual or common form or such other form as the Directors may, in their
absolute discretion, approve and be executed by or on behalf of the transferor and if in respect of a nil or partly paid up Share, or if so required
by the Directors, shall also be executed on behalf of the transferee and shall be accompanied by the certificate (if any) of the Shares to which it
relates and such other evidence as the Directors may reasonably require to show the right of the transferor to make the transfer. The transferor
shall be deemed to remain a Shareholder until the name of the transferee is entered in the Register in respect of the relevant Shares.

45.

(a)

The Directors may in their absolute discretion decline to register any transfer of Shares which is not fully paid up or on which the
Company has a lien.

(b)

The Directors may also decline to register any transfer of any Share unless:
(i)

the instrument of transfer is lodged with the Company, accompanied by the certificate for the Shares to which it relates and such
other evidence as the Board may reasonably require to show the right of the transferor to make the transfer;

(ii)

the instrument of transfer is in respect of only one Class of Shares;

(iii)

the instrument of transfer is properly stamped, if required;

(iv)

in the case of a transfer to joint holders, the number of joint holders to whom the Share is to be transferred does not exceed four;
and

(v)

a fee of such maximum sum as the Designated Stock Exchange may determine to be payable, or such lesser sum as the Board of
Directors may from time to time require, is paid to the Company in respect thereof.

46.

The registration of transfers may, on ten calendar days’ notice being given by advertisement in such one or more newspapers, by electronic
means or by any other means in accordance with the Designated Stock Exchange Rules, be suspended and the Register closed at such times and
for such periods as the Directors may, in their absolute discretion, from time to time determine, provided always that such registration of transfer
shall not be suspended nor the Register closed for more than thirty calendar days in any calendar year.

47.

All instruments of transfer that are registered shall be retained by the Company. If the Directors refuse to register a transfer of any Shares, they
shall within three calendar months after the date on which the transfer was lodged with the Company send notice of the refusal to each of the
transferor and the transferee.
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TRANSMISSION OF SHARES
48.

The legal personal representative of a deceased sole holder of a Share shall be the only Person recognised by the Company as having any title to
the Share. In the case of a Share registered in the name of two or more holders, the survivors or survivor, or the legal personal representatives of
the deceased survivor, shall be the only Person recognised by the Company as having any title to the Share.

49.

Any Person becoming entitled to a Share in consequence of the death or bankruptcy of a Shareholder shall, upon such evidence being produced
as may from time to time be required by the Directors, have the right either to be registered as a Shareholder in respect of the Share or, instead of
being registered himself, to make such transfer of the Share as the deceased or bankrupt Person could have made; but the Directors shall, in
either case, have the same right to decline or suspend registration as they would have had in the case of a transfer of the Share by the deceased or
bankrupt Person before the death or bankruptcy.

50.

A Person becoming entitled to a Share by reason of the death or bankruptcy of a Shareholder shall be entitled to the same dividends and other
advantages to which he would be entitled if he were the registered Shareholder, except that he shall not, before being registered as a Shareholder
in respect of the Share, be entitled in respect of it to exercise any right conferred by membership in relation to meetings of the Company,
provided however, that the Directors may at any time give notice requiring any such Person to elect either to be registered himself or to transfer
the Share, and if the notice is not complied with within ninety calendar days, the Directors may thereafter withhold payment of all dividends,
bonuses or other monies payable in respect of the Share until the requirements of the notice have been complied with.
REGISTRATION OF EMPOWERING INSTRUMENTS

51.

The Company shall be entitled to charge a fee not exceeding one dollar (US$1.00) on the registration of every probate, letters of administration,
certificate of death or marriage, power of attorney, notice in lieu of distringas, or other instrument.
ALTERATION OF SHARE CAPITAL

52.

The Company may from time to time by Ordinary Resolution increase the share capital by such sum, to be divided into Shares of such Classes
and amount, as the resolution shall prescribe.

53.

The Company may by Ordinary Resolution:

54.

(a)

increase its share capital by new Shares of such amount as it thinks expedient;

(b)

consolidate and divide all or any of its share capital into Shares of a larger amount than its existing Shares;

(c)

subdivide its Shares, or any of them, into Shares of an amount smaller than that fixed by the Memorandum, provided that in the
subdivision the proportion between the amount paid and the amount, if any, unpaid on each reduced Share shall be the same as it was in
case of the Share from which the reduced Share is derived; and

(d)

cancel any Shares that, at the date of the passing of the resolution, have not been taken or agreed to be taken by any Person and diminish
the amount of its share capital by the amount of the Shares so cancelled.

The Company may by Special Resolution reduce its share capital and any capital redemption reserve in any manner authorised by the Company
Law.
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REDEMPTION, PURCHASE AND SURRENDER OF SHARES
55.

Subject to the provisions of the Companies Law and these Articles, the Company may:
(a)

issue Shares that are to be redeemed or are liable to be redeemed at the option of the Shareholder or the Company. The redemption of
Shares shall be effected in such manner and upon such terms as may be determined, before the issue of such Shares, by either the Board
or by the Shareholders by Special Resolution;

(b)

purchase its own Shares (including any redeemable Shares) on such terms and in such manner and terms as have been approved by the
Board or by the Members by Ordinary Resolution, or are otherwise authorised by these Articles; and

(c)

make a payment in respect of the redemption or purchase of its own Shares in any manner permitted by the Companies Law, including
out of capital.

56.

The purchase of any Share shall not oblige the Company to purchase any other Share other than as may be required pursuant to applicable law
and any other contractual obligations of the Company.

57.

The holder of the Shares being purchased shall be bound to deliver up to the Company the certificate(s) (if any) thereof for cancellation and
thereupon the Company shall pay to him the purchase or redemption monies or consideration in respect thereof.

58.

The Directors may accept the surrender for no consideration of any fully paid Share.
TREASURY SHARES

59.

The Directors may, prior to the purchase, redemption or surrender of any Share, determine that such Share shall be held as a Treasury Share.

60.

The Directors may determine to cancel a Treasury Share or transfer a Treasury Share on such terms as they think proper (including, without
limitation, for nil consideration).
GENERAL MEETINGS

61.

All general meetings other than annual general meetings shall be called extraordinary general meetings.

62.

(a)

The Company may (but shall not be obliged to) in each calendar year hold a general meeting as its annual general meeting and shall
specify the meeting as such in the notices calling it. The annual general meeting shall be held at such time and place as may be
determined by the Directors.

(b)

At these meetings the report of the Directors (if any) shall be presented.

(a)

The Chairman, the chief executive officer or the Directors (acting by a resolution of the Board) may call general meetings, and they
shall on a Shareholders’ requisition forthwith proceed to convene an extraordinary general meeting of the Company.

(b)

A Shareholders’ requisition is a requisition of Members holding at the date of deposit of the requisition Shares which carry in aggregate
not less than one-third of all votes attaching to all issued and outstanding Shares of the Company that as at the date of the deposit carry
the right to vote at general meetings of the Company.

63.
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(c)

The requisition must state the objects of the meeting and must be signed by the requisitionists and deposited at the Registered Office,
and may consist of several documents in like form each signed by one or more requisitionists.

(d)

If there are no Directors as at the date of the deposit of the Shareholders’ requisition, or if the Directors do not within twenty-one
(21) calendar days from the date of the deposit of the requisition duly proceed to convene a general meeting to be held within a further
twenty-one calendar days, the requisitionists, or any of them representing more than one-half of the total voting rights of all of them,
may themselves convene a general meeting, but any meeting so convened shall not be held after the expiration of three calendar months
after the expiration of the said twenty-one calendar days.

(e)

A general meeting convened as aforesaid by requisitionists shall be convened in the same manner as nearly as possible as that in which
general meetings are to be convened by Directors.
NOTICE OF GENERAL MEETINGS

64.

65.

At least seven (7) calendar days’ notice shall be given for any general meeting. Every notice shall be exclusive of the day on which it is given or
deemed to be given and of the day for which it is given and shall specify the place, the day and the hour of the meeting and the general nature of
the business and shall be given in the manner hereinafter mentioned or in such other manner if any as may be prescribed by the Company,
provided that a general meeting of the Company shall, whether or not the notice specified in this Article has been given and whether or not the
provisions of these Articles regarding general meetings have been complied with, be deemed to have been duly convened if it is so agreed:
(a)

in the case of an annual general meeting, by all the Shareholders (or their proxies) entitled to attend and vote thereat; and

(b)

in the case of an extraordinary general meeting, by a majority of the Shareholders having a right to attend and vote at the meeting,
present in person or by proxy or, in the case of a corporation or other non-natural person, by its duly authorised representative or proxy.

The accidental omission to give notice of a meeting to or the non-receipt of a notice of a meeting by any Shareholder shall not invalidate the
proceedings at any meeting.
PROCEEDINGS AT GENERAL MEETINGS

66.

No business except for the appointment of a chairman for the meeting shall be transacted at any general meeting unless a quorum of
Shareholders is present at the time when the meeting proceeds to business. One or more Shareholders holding Shares which carry in aggregate
(or representing by proxy) more than fifty per cent (50%) of all votes attaching to all Shares in issue and entitled to vote at such general meeting,
present in person or by proxy or, if a corporation or other non-natural person, by its duly authorised representative, shall be a quorum for all
purposes.

67.

If within half an hour from the time appointed for the meeting a quorum is not present, the meeting shall be dissolved.

68.

If the Directors wish to make this facility available for a specific general meeting or all general meetings of the Company, participation in any
general meeting of the Company may be by means of a telephone or similar communication equipment by way of which all Persons participating
in such meeting can communicate with each other and such participation shall be deemed to constitute presence in person at the meeting.
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69.

The Chairman, if any, shall preside as chairman at every general meeting of the Company.

70.

If there is no such Chairman, or if at any general meeting he is not present within fifteen minutes after the time appointed for holding the meeting
or is unwilling to act as chairman of the meeting, any Director or Person nominated by the Directors shall preside as chairman of that meeting,
failing which the Shareholders present in person or by proxy shall choose any Person present to be chairman of that meeting.

71.

The chairman may with the consent of any general meeting at which a quorum is present (and shall if so directed by the meeting) adjourn a
meeting from time to time and from place to place, but no business shall be transacted at any adjourned meeting other than the business left
unfinished at the meeting from which the adjournment took place. When a meeting, or adjourned meeting, is adjourned for fourteen calendar
days or more, notice of the adjourned meeting shall be given as in the case of an original meeting. Save as aforesaid it shall not be necessary to
give any notice of an adjournment or of the business to be transacted at an adjourned meeting.

72.

The Directors may cancel or postpone any duly convened general meeting at any time prior to such meeting, except for general meetings
requisitioned by the Shareholders in accordance with these Articles, for any reason or for no reason, upon notice in writing to Shareholders. A
postponement may be for a stated period of any length or indefinitely as the Directors may determine.

73.

At any general meeting a resolution put to the vote of the meeting shall be decided on a show of hands, unless a poll is (before or on the
declaration of the result of the show of hands) demanded by the chairman of the meeting or any Shareholder holding not less than ten per cent
(10%) of the votes attaching to the Shares present in person or by proxy, and unless a poll is so demanded, a declaration by the chairman of the
meeting that a resolution has, on a show of hands, been carried, or carried unanimously, or by a particular majority, or lost, and an entry to that
effect in the book of the proceedings of the Company, shall be conclusive evidence of the fact, without proof of the number or proportion of the
votes recorded in favour of, or against, that resolution.

74.

If a poll is duly demanded it shall be taken in such manner as the chairman of the meeting directs, and the result of the poll shall be deemed to be
the resolution of the meeting at which the poll was demanded.

75.

All questions submitted to a meeting shall be decided by an Ordinary Resolution except where a greater majority is required by these Articles or
by the Companies Law. In the case of an equality of votes, whether on a show of hands or on a poll, the chairman of the meeting at which the
show of hands takes place or at which the poll is demanded, shall be entitled to a second or casting vote.

76.

A poll demanded on the election of a chairman of the meeting or on a question of adjournment shall be taken forthwith. A poll demanded on any
other question shall be taken at such time as the chairman of the meeting directs.
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VOTES OF SHAREHOLDERS
77.

Subject to any rights and restrictions for the time being attached to any Share, on a show of hands every Shareholder present in person or by
proxy (or, if a corporation or other non-natural person, by its duly authorised representative or proxy) shall, at a general meeting of the Company,
each have one vote and on a poll every Shareholder present in person or by proxy (or, if a corporation or other non-natural person, by its duly
authorised representative or proxy) shall have one (1) vote for each Class A Ordinary Share and fifteen (15) votes for each Class B Ordinary
Share of which he is the holder.

78.

In the case of joint holders the vote of the senior who tenders a vote whether in person or by proxy (or, if a corporation or other non-natural
person, by its duly authorised representative or proxy) shall be accepted to the exclusion of the votes of the other joint holders and for this
purpose seniority shall be determined by the order in which the names stand in the Register.

79.

Shares carrying the right to vote that are held by a Shareholder of unsound mind, or in respect of whom an order has been made by any court
having jurisdiction in lunacy, may be voted, whether on a show of hands or on a poll, by his committee, or other Person in the nature of a
committee appointed by that court, and any such committee or other Person may vote in respect of such Shares by proxy.

80.

No Shareholder shall be entitled to vote at any general meeting of the Company unless all calls, if any, or other sums presently payable by him in
respect of Shares carrying the right to vote held by him have been paid.

81.

On a poll votes may be given either personally or by proxy.

82.

Each Shareholder, other than a recognised clearing house (or its nominee(s)) or depositary (or its nominee(s)), may only appoint one proxy on a
show of hand. The instrument appointing a proxy shall be in writing under the hand of the appointor or of his attorney duly authorised in writing
or, if the appointor is a corporation, either under Seal or under the hand of an officer or attorney duly authorised. A proxy need not be a
Shareholder.

83.

An instrument appointing a proxy may be in any usual or common form or such other form as the Directors may approve.

84.

The instrument appointing a proxy shall be deposited at the Registered Office or at such other place as is specified for that purpose in the notice
convening the meeting, or in any instrument of proxy sent out by the Company:
(a)

not less than 48 hours before the time for holding the meeting or adjourned meeting at which the person named in the instrument
proposes to vote; or

(b)

in the case of a poll taken more than 48 hours after it is demanded, be deposited as aforesaid after the poll has been demanded and not
less than 24 hours before the time appointed for the taking of the poll; or

(c)

where the poll is not taken forthwith but is taken not more than 48 hours after it was demanded be delivered at the meeting at which the
poll was demanded to the chairman or to the secretary or to any director;

provided that the Directors may in the notice convening the meeting, or in an instrument of proxy sent out by the Company, direct that the
instrument appointing a proxy may be deposited at such other time (no later than the time for holding the meeting or adjourned meeting) at the
Registered Office or at such other place as is specified for that purpose in the notice convening the meeting, or in any instrument of proxy sent
out by the Company. The Chairman may in any event at his discretion direct that an instrument of proxy shall be deemed to have been duly
deposited. An instrument of proxy that is not deposited in the manner permitted shall be invalid.
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85.

The instrument appointing a proxy shall be deemed to confer authority to demand or join in demanding a poll.

86.

A resolution in writing signed by all the Shareholders for the time being entitled to receive notice of and to attend and vote at general meetings of
the Company (or being corporations by their duly authorised representatives) shall be as valid and effective as if the same had been passed at a
general meeting of the Company duly convened and held.
CORPORATIONS ACTING BY REPRESENTATIVES AT MEETINGS

87.

Any corporation which is a Shareholder or a Director may by resolution of its directors or other governing body authorise such Person as it
thinks fit to act as its representative at any meeting of the Company or of any meeting of holders of a Class or of the Directors or of a committee
of Directors, and the Person so authorised shall be entitled to exercise the same powers on behalf of the corporation which he represents as that
corporation could exercise if it were an individual Shareholder or Director.
DEPOSITARY AND CLEARING HOUSES

88.

If a recognised clearing house (or its nominee(s)) or depositary (or its nominee(s)) is a Member of the Company it may, by resolution of its
directors or other governing body or by power of attorney, authorise such Person(s) as it thinks fit to act as its representative(s) at any general
meeting of the Company or of any Class of Shareholders provided that, if more than one Person is so authorised, the authorisation shall specify
the number and Class of Shares in respect of which each such Person is so authorised. A Person so authorised pursuant to this Article shall be
entitled to exercise the same powers on behalf of the recognised clearing house (or its nominee(s)) or depositary (or its nominee(s)) which he
represents as that recognised clearing house (or its nominee(s)) or depositary (or its nominee(s)) could exercise if it were an individual Member
holding the number and Class of Shares specified in such authorisation, including the right to vote individually on a show of hands.
DIRECTORS

89.

(a)

Unless otherwise determined by the Company in general meeting, the number of Directors shall not be less than three (3) Directors, the
exact number of Directors to be determined from time to time by the Board of Directors.

(b)

The Board of Directors shall have a Chairman elected and appointed by a majority of the Directors then in office. The period for which
the Chairman will hold office will also be determined by a majority of all of the Directors then in office. The Chairman shall preside as
chairman at every meeting of the Board of Directors. To the extent the Chairman is not present at a meeting of the Board of Directors
within fifteen minutes after the time appointed for holding the same, the attending Directors may choose one of their number to be the
chairman of the meeting.

(c)

The Company may by Ordinary Resolution appoint any person to be a Director.

(d)

The Board may, by the affirmative vote of a simple majority of the remaining Directors present and voting at a Board meeting, appoint
any person as a Director, to fill a vacancy on the Board arising from the office of any Director being vacated in any of the circumstances
described in Article 110, or as an addition to the existing Board.
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(e)

An appointment of a Director may be on terms that the Director shall automatically retire from office (unless he has sooner vacated
office) at the next or a subsequent annual general meeting or upon any specified event or after any specified period in a written
agreement between the Company and the Director, if any; but no such term shall be implied in the absence of express provision. Each
Director whose term of office expires shall be eligible for re-election at a meeting of the Shareholders or re-appointment by the Board.

90.

A Director may be removed from office by Ordinary Resolution of the Company, notwithstanding anything in these Articles or in any agreement
between the Company and such Director (but without prejudice to any claim for damages under such agreement). A vacancy on the Board
created by the removal of a Director under the previous sentence may be filled by Ordinary Resolution or by the affirmative vote of a simple
majority of the remaining Directors present and voting at a Board meeting.

91.

The Board may, from time to time, and except as required by applicable law or Designated Stock Exchange Rules, adopt, institute, amend,
modify or revoke the corporate governance policies or initiatives of the Company and determine on various corporate governance related matters
of the Company as the Board shall determine by resolution of Directors from time to time.

92.

A Director shall not be required to hold any Shares in the Company by way of qualification. A Director who is not a Member of the Company
shall nevertheless be entitled to attend and speak at general meetings.

93.

The remuneration of the Directors may be determined by the Directors or by Ordinary Resolution.

94.

The Directors shall be entitled to be paid for their travelling, hotel and other expenses properly incurred by them in going to, attending and
returning from meetings of the Directors, or any committee of the Directors, or general meetings of the Company, or otherwise in connection
with the business of the Company, or to receive such fixed allowance in respect thereof as may be determined by the Directors from time to time,
or a combination partly of one such method and partly the other.
ALTERNATE DIRECTOR OR PROXY

95.

Any Director may in writing appoint another Person to be his alternate and, save to the extent provided otherwise in the form of appointment,
such alternate shall have authority to sign written resolutions on behalf of the appointing Director, but shall not be required to sign such written
resolutions where they have been signed by the appointing director, and to act in such Director’s place at any meeting of the Directors at which
the appointing Director is unable to be present. Every such alternate shall be entitled to attend and vote at meetings of the Directors as a Director
when the Director appointing him is not personally present and where he is a Director to have a separate vote on behalf of the Director he is
representing in addition to his own vote. A Director may at any time in writing revoke the appointment of an alternate appointed by him. Such
alternate shall be deemed for all purposes to be a Director and shall not be deemed to be the agent of the Director appointing him. The
remuneration of such alternate shall be payable out of the remuneration of the Director appointing him and the proportion thereof shall be agreed
between them.

96.

Any Director may appoint any Person, whether or not a Director, to be the proxy of that Director to attend and vote on his behalf, in accordance
with instructions given by that Director, or in the absence of such instructions at the discretion of the proxy, at a meeting or meetings of the
Directors which that Director is unable to attend personally. The instrument appointing the proxy shall be in writing under the hand of the
appointing Director and shall be in any usual or common form or such other form as the Directors may approve, and must be lodged with the
chairman of the meeting of the Directors at which such proxy is to be used, or first used, prior to the commencement of the meeting.
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POWERS AND DUTIES OF DIRECTORS
97.

Subject to the Companies Law, these Articles and any resolutions passed in a general meeting, the business of the Company shall be managed by
the Directors, who may pay all expenses incurred in setting up and registering the Company and may exercise all powers of the Company. No
resolution passed by the Company in general meeting shall invalidate any prior act of the Directors that would have been valid if that resolution
had not been passed.

98.

Subject to these Articles, the Directors may from time to time appoint any natural person or corporation, whether or not a Director to hold such
office in the Company as the Directors may think necessary for the administration of the Company, including but not limited to, chief executive
officer, one or more other executive officers, president, one or more vice-presidents, treasurer, assistant treasurer, manager or controller, and for
such term and at such remuneration (whether by way of salary or commission or participation in profits or partly in one way and partly in
another), and with such powers and duties as the Directors may think fit. Any natural person or corporation so appointed by the Directors may be
removed by the Directors. The Directors may also appoint one or more of their number to the office of managing director upon like terms, but
any such appointment shall ipso facto terminate if any managing director ceases for any cause to be a Director, or if the Company by Ordinary
Resolution resolves that his tenure of office be terminated.

99.

The Directors may appoint any natural person or corporation to be a Secretary (and if need be an assistant Secretary or assistant Secretaries) who
shall hold office for such term, at such remuneration and upon such conditions and with such powers as they think fit. Any Secretary or assistant
Secretary so appointed by the Directors may be removed by the Directors or by the Company by Ordinary Resolution.

100.

The Directors may delegate any of their powers to committees consisting of such member or members of their body as they think fit; any
committee so formed shall in the exercise of the powers so delegated conform to any regulations that may be imposed on it by the Directors.

101.

The Directors may from time to time and at any time by power of attorney (whether under Seal or under hand) or otherwise appoint any
company, firm or Person or body of Persons, whether nominated directly or indirectly by the Directors, to be the attorney or attorneys or
authorised signatory (any such Person being an “Attorney” or “Authorised Signatory”, respectively) of the Company for such purposes and with
such powers, authorities and discretion (not exceeding those vested in or exercisable by the Directors under these Articles) and for such period
and subject to such conditions as they may think fit, and any such power of attorney or other appointment may contain such provisions for the
protection and convenience of Persons dealing with any such Attorney or Authorised Signatory as the Directors may think fit, and may also
authorise any such Attorney or Authorised Signatory to delegate all or any of the powers, authorities and discretion vested in him.

102.

The Directors may from time to time provide for the management of the affairs of the Company in such manner as they shall think fit and the
provisions contained in the three next following Articles shall not limit the general powers conferred by this Article.

103.

The Directors from time to time and at any time may establish any committees, local boards or agencies for managing any of the affairs of the
Company and may appoint any natural person or corporation to be a member of such committees or local boards and may appoint any managers
or agents of the Company and may fix the remuneration of any such natural person or corporation.
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104.

The Directors from time to time and at any time may delegate to any such committee, local board, manager or agent any of the powers,
authorities and discretions for the time being vested in the Directors and may authorise the members for the time being of any such local board,
or any of them to fill any vacancies therein and to act notwithstanding vacancies and any such appointment or delegation may be made on such
terms and subject to such conditions as the Directors may think fit and the Directors may at any time remove any natural person or corporation
so appointed and may annul or vary any such delegation, but no Person dealing in good faith and without notice of any such annulment or
variation shall be affected thereby.

105.

Any such delegates as aforesaid may be authorised by the Directors to sub-delegate all or any of the powers, authorities, and discretion for the
time being vested in them.
BORROWING POWERS OF DIRECTORS

106.

The Directors may from time to time at their discretion exercise all the powers of the Company to raise or borrow money and to mortgage or
charge its undertaking, property and assets (present and future) and uncalled capital or any part thereof, to issue debentures, debenture stock,
bonds and other securities, whether outright or as collateral security for any debt, liability or obligation of the Company or of any third party.
THE SEAL

107.

The Seal shall not be affixed to any instrument except by the authority of a resolution of the Directors provided always that such authority may
be given prior to or after the affixing of the Seal and if given after may be in general form confirming a number of affixing of the Seal. The Seal
shall be affixed in the presence of a Director or a Secretary (or an assistant Secretary) or in the presence of any one or more Persons as the
Directors may appoint for the purpose and every Person as aforesaid shall sign every instrument to which the Seal is so affixed in their presence.

108.

The Company may maintain a facsimile of the Seal in such countries or places as the Directors may appoint and such facsimile Seal shall not be
affixed to any instrument except by the authority of a resolution of the Directors provided always that such authority may be given prior to or
after the affixing of such facsimile Seal and if given after may be in general form confirming a number of affixing of such facsimile Seal. The
facsimile Seal shall be affixed in the presence of such Person or Persons as the Directors shall for this purpose appoint and such Person or
Persons as aforesaid shall sign every instrument to which the facsimile Seal is so affixed in their presence and such affixing of the facsimile Seal
and signing as aforesaid shall have the same meaning and effect as if the Seal had been affixed in the presence of and the instrument signed by a
Director or a Secretary (or an assistant Secretary) or in the presence of any one or more Persons as the Directors may appoint for the purpose.

109.

Notwithstanding the foregoing, a Secretary or any assistant Secretary shall have the authority to affix the Seal, or the facsimile Seal, to any
instrument for the purposes of attesting authenticity of the matter contained therein but which does not create any obligation binding on the
Company.
DISQUALIFICATION OF DIRECTORS

110.

The office of Director shall be vacated, if the Director:
(a)

becomes bankrupt or makes any arrangement or composition with his creditors;
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(b)

dies or is found to be or becomes of unsound mind;

(c)

resigns his office by notice in writing to the Company;

(d)

without special leave of absence from the Board, is absent from meetings of the Board for three consecutive meetings and the Board
resolves that his office be vacated; or

(e)

is removed from office pursuant to any other provision of these Articles.
PROCEEDINGS OF DIRECTORS

111.

The Directors may meet together (either within or outside the Cayman Islands) for the despatch of business, adjourn, and otherwise regulate their
meetings and proceedings as they think fit. Questions arising at any meeting shall be decided by a majority of votes. At any meeting of the
Directors, each Director present in person or represented by his proxy or alternate shall be entitled to one vote. A Director may, and a Secretary
or assistant Secretary on the requisition of a Director shall, at any time summon a meeting of the Directors.

112.

A Director may participate in any meeting of the Directors, or of any committee appointed by the Directors of which such Director is a member,
by means of telephone or similar communication equipment by way of which all Persons participating in such meeting can communicate with
each other and such participation shall be deemed to constitute presence in person at the meeting.

113.

The quorum necessary for the transaction of the business of the Board may be fixed by the Directors, and unless so fixed, the quorum shall be a
majority of Directors then in office. A Director represented by proxy or by an alternate Director at any meeting shall be deemed to be present for
the purposes of determining whether or not a quorum is present.

114.

A Director who is in any way, whether directly or indirectly, interested in a contract or transaction or proposed contract or transaction with the
Company shall declare the nature of his interest at a meeting of the Directors. A general notice given to the Directors by any Director to the
effect that he is a member of any specified company or firm and is to be regarded as interested in any contract or transaction which may
thereafter be made with that company or firm shall be deemed a sufficient declaration of interest in regard to any contract so made or transaction
so consummated. Subject to the Designated Stock Exchange Rules and disqualification by the chairman of the relevant Board meeting, a
Director may vote in respect of any contract or transaction or proposed contract or transaction notwithstanding that he may be interested therein
and if he does so his vote shall be counted and he may be counted in the quorum at any meeting of the Directors at which any such contract or
transaction or proposed contract or transaction shall come before the meeting for consideration.

115.

A Director may hold any other office or place of profit under the Company (other than the office of auditor) in conjunction with his office of
Director for such period and on such terms (as to remuneration and otherwise) as the Directors may determine and no Director or intending
Director shall be disqualified by his office from contracting with the Company either with regard to his tenure of any such other office or place
of profit or as vendor, purchaser or otherwise, nor shall any such contract or arrangement entered into by or on behalf of the Company in which
any Director is in any way interested be liable to be avoided, nor shall any Director so contracting or being so interested be liable to account to
the Company for any profit realised by any such contract or arrangement by reason of such Director holding that office or of the fiduciary
relation thereby established. A Director, notwithstanding his interest, may be counted in the quorum present at any meeting of the Directors
whereat he or any other Director is appointed to hold any such office or place of profit under the Company or whereat the terms of any such
appointment are arranged and he may vote on any such appointment or arrangement.
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116.

Any Director may act by himself or through his firm in a professional capacity for the Company, and he or his firm shall be entitled to
remuneration for professional services as if he were not a Director; provided that nothing herein contained shall authorise a Director or his firm
to act as auditor to the Company.

117.

The Directors shall cause minutes to be made for the purpose of recording:
(a)

all appointments of officers made by the Directors;

(b)

the names of the Directors present at each meeting of the Directors and of any committee of the Directors; and

(c)

all resolutions and proceedings at all meetings of the Company, and of the Directors and of committees of Directors.

118.

When the chairman of a meeting of the Directors signs the minutes of such meeting the same shall be deemed to have been duly held
notwithstanding that all the Directors have not actually come together or that there may have been a technical defect in the proceedings.

119.

A resolution in writing signed by all the Directors or all the members of a committee of Directors entitled to receive notice of a meeting of
Directors or committee of Directors, as the case may be (an alternate Director, subject as provided otherwise in the terms of appointment of the
alternate Director, being entitled to sign such a resolution on behalf of his appointer), shall be as valid and effectual as if it had been passed at a
duly called and constituted meeting of Directors or committee of Directors, as the case may be. When signed a resolution may consist of several
documents each signed by one or more of the Directors or his duly appointed alternate.

120.

The continuing Directors may act notwithstanding any vacancy in their body but if and for so long as their number is reduced below the number
fixed by or pursuant to these Articles as the necessary quorum of Directors, the continuing Directors may act for the purpose of increasing the
number, or of summoning a general meeting of the Company, but for no other purpose.

121.

Subject to any regulations imposed on it by the Directors, a committee appointed by the Directors may elect a chairman of its meetings. If no
such chairman is elected, or if at any meeting the chairman is not present within fifteen minutes after the time appointed for holding the meeting,
the committee members present may choose one of their number to be chairman of the meeting.

122.

A committee appointed by the Directors may meet and adjourn as it thinks proper. Subject to any regulations imposed on it by the Directors,
questions arising at any meeting shall be determined by a majority of votes of the committee members present and in case of an equality of votes
the chairman shall have a second or casting vote.

123.

All acts done by any meeting of the Directors or of a committee of Directors, or by any Person acting as a Director, shall notwithstanding that it
be afterwards discovered that there was some defect in the appointment of any such Director or Person acting as aforesaid, or that they or any of
them were disqualified, be as valid as if every such Person had been duly appointed and was qualified to be a Director.
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PRESUMPTION OF ASSENT
124.

A Director who is present at a meeting of the Board of Directors at which an action on any Company matter is taken shall be presumed to have
assented to the action taken unless his dissent shall be entered in the minutes of the meeting or unless he shall file his written dissent from such
action with the person acting as the chairman or secretary of the meeting before the adjournment thereof or shall forward such dissent by
registered post to such person immediately after the adjournment of the meeting. Such right to dissent shall not apply to a Director who voted in
favour of such action.
DIVIDENDS

125.

Subject to any rights and restrictions for the time being attached to any Shares, the Directors may from time to time declare dividends (including
interim dividends) and other distributions on Shares in issue and authorise payment of the same out of the funds of the Company lawfully
available therefor.

126.

Subject to any rights and restrictions for the time being attached to any Shares, the Company by Ordinary Resolution may declare dividends, but
no dividend shall exceed the amount recommended by the Directors.

127.

The Directors may, before recommending or declaring any dividend, set aside out of the funds legally available for distribution such sums as
they think proper as a reserve or reserves which shall, in the absolute discretion of the Directors, be applicable for meeting contingencies or for
equalising dividends or for any other purpose to which those funds may be properly applied, and pending such application may in the absolute
discretion of the Directors, either be employed in the business of the Company or be invested in such investments (other than Shares of the
Company) as the Directors may from time to time think fit.

128.

Any dividend payable in cash to the holder of Shares may be paid in any manner determined by the Directors. If paid by cheque it will be sent by
mail addressed to the holder at his address in the Register, or addressed to such person and at such addresses as the holder may direct. Every such
cheque or warrant shall, unless the holder or joint holders otherwise direct, be made payable to the order of the holder or, in the case of joint
holders, to the order of the holder whose name stands first on the Register in respect of such Shares, and shall be sent at his or their risk and
payment of the cheque or warrant by the bank on which it is drawn shall constitute a good discharge to the Company.

129.

The Directors may determine that a dividend shall be paid wholly or partly by the distribution of specific assets (which may consist of the shares
or securities of any other company) and may settle all questions concerning such distribution. Without limiting the generality of the foregoing,
the Directors may fix the value of such specific assets, may determine that cash payment shall be made to some Shareholders in lieu of specific
assets and may vest any such specific assets in trustees on such terms as the Directors think fit.

130.

Subject to any rights and restrictions for the time being attached to any Shares, all dividends shall be declared and paid according to the amounts
paid up on the Shares, but if and for so long as nothing is paid up on any of the Shares dividends may be declared and paid according to the par
value of the Shares. No amount paid on a Share in advance of calls shall, while carrying interest, be treated for the purposes of this Article as
paid on the Share.

131.

If several Persons are registered as joint holders of any Share, any of them may give effective receipts for any dividend or other moneys payable
on or in respect of the Share.
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132.

No dividend shall bear interest against the Company.

133.

Any dividend unclaimed after a period of six calendar years from the date of declaration of such dividend may be forfeited by the Board of
Directors and, if so forfeited, shall revert to the Company.
ACCOUNTS, AUDIT AND ANNUAL RETURN AND DECLARATION

134.

The books of account relating to the Company’s affairs shall be kept in such manner as may be determined from time to time by the Directors.

135.

The books of account shall be kept at the Registered Office, or at such other place or places as the Directors think fit, and shall always be open to
the inspection of the Directors.

136.

The Directors may from time to time determine whether and to what extent and at what times and places and under what conditions or
regulations the accounts and books of the Company or any of them shall be open to the inspection of Shareholders not being Directors, and no
Shareholder (not being a Director) shall have any right to inspect any account or book or document of the Company except as conferred by law
or authorised by the Directors or by Ordinary Resolution.

137.

The accounts relating to the Company’s affairs shall be audited in such manner and with such financial year end as may be determined from time
to time by the Directors or failing any determination as aforesaid shall not be audited.

138.

The Directors may appoint an auditor of the Company who shall hold office until removed from office by a resolution of the Directors and may
fix his or their remuneration.

139.

Every auditor of the Company shall have a right of access at all times to the books and accounts and vouchers of the Company and shall be
entitled to require from the Directors and officers of the Company such information and explanation as may be necessary for the performance of
the duties of the auditors.

140.

The auditors shall, if so required by the Directors, make a report on the accounts of the Company during their tenure of office at the next annual
general meeting following their appointment, and at any time during their term of office, upon request of the Directors or any general meeting of
the Members.

141.

The Directors in each calendar year shall prepare, or cause to be prepared, an annual return and declaration setting forth the particulars required
by the Companies Law and deliver a copy thereof to the Registrar of Companies in the Cayman Islands.
CAPITALISATION OF RESERVES

142.

Subject to the Companies Law, the Directors may:
(a)

resolve to capitalise an amount standing to the credit of reserves (including a Share Premium Account, capital redemption reserve and
profit and loss account), which is available for distribution;

(b)

appropriate the sum resolved to be capitalised to the Shareholders in proportion to the nominal amount of Shares (whether or not fully
paid) held by them respectively and apply that sum on their behalf in or towards:
(i)

paying up the amounts (if any) for the time being unpaid on Shares held by them respectively, or
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(ii)

paying up in full unissued Shares or debentures of a nominal amount equal to that sum,

and allot the Shares or debentures, credited as fully paid, to the Shareholders (or as they may direct) in those proportions, or partly in one way
and partly in the other, but the Share Premium Account, the capital redemption reserve and profits which are not available for distribution may,
for the purposes of this Article, only be applied in paying up unissued Shares to be allotted to Shareholders credited as fully paid;
(c)

make any arrangements they think fit to resolve a difficulty arising in the distribution of a capitalised reserve and in particular, without
limitation, where Shares or debentures become distributable in fractions the Directors may deal with the fractions as they think fit;

(d)

authorise a Person to enter (on behalf of all the Shareholders concerned) into an agreement with the Company providing for either:
(i)

the allotment to the Shareholders respectively, credited as fully paid, of Shares or debentures to which they may be entitled on
the capitalisation, or

(ii)

the payment by the Company on behalf of the Shareholders (by the application of their respective proportions of the reserves
resolved to be capitalised) of the amounts or part of the amounts remaining unpaid on their existing Shares,

and any such agreement made under this authority being effective and binding on all those Shareholders; and
(e)
143.

generally do all acts and things required to give effect to the resolution.

Notwithstanding any provisions in these Articles, the Directors may resolve to capitalise an amount standing to the credit of reserves (including
the share premium account, capital redemption reserve and profit and loss account) or otherwise available for distribution by applying such sum
in paying up in full unissued Shares to be allotted and issued to:
(a)

employees (including Directors) or service providers of the Company or its Affiliates upon exercise or vesting of any options or awards
granted under any share incentive scheme or employee benefit scheme or other arrangement which relates to such persons that has been
adopted or approved by the Directors or the Members;

(b)

any trustee of any trust or administrator of any share incentive scheme or employee benefit scheme to whom shares are to be allotted
and issued by the Company in connection with the operation of any share incentive scheme or employee benefit scheme or other
arrangement which relates to such persons that has been adopted or approved by the Directors or Members; or

(c)

any depositary of the Company for the purposes of the issue, allotment and delivery by the depositary of ADSs to employees (including
Directors) or service providers of the Company or its Affiliates upon exercise or vesting of any options or awards granted under any
share incentive scheme or employee benefit scheme or other arrangement which relates to such persons that has been adopted or
approved by the Directors or the Members.
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SHARE PREMIUM ACCOUNT
144.

The Directors shall in accordance with the Companies Law establish a Share Premium Account and shall carry to the credit of such account from
time to time a sum equal to the amount or value of the premium paid on the issue of any Share.

145.

There shall be debited to any Share Premium Account on the redemption or purchase of a Share the difference between the nominal value of
such Share and the redemption or purchase price provided always that at the discretion of the Directors such sum may be paid out of the profits
of the Company or, if permitted by the Companies Law, out of capital.
NOTICES

146.

Except as otherwise provided in these Articles, any notice or document may be served by the Company or by the Person entitled to give notice to
any Shareholder either personally, or by posting it by airmail or a recognised courier service in a prepaid letter addressed to such Shareholder at
his address as appearing in the Register, or by electronic mail to any electronic mail address such Shareholder may have specified in writing for
the purpose of such service of notices, or by facsimile to any facsimile number such Shareholder may have specified in writing for the purpose of
such service of notices, or by placing it on the Company’s Website should the Directors deem it appropriate. In the case of joint holders of a
Share, all notices shall be given to that one of the joint holders whose name stands first in the Register in respect of the joint holding, and notice
so given shall be sufficient notice to all the joint holders.

147.

Notices sent from one country to another shall be sent or forwarded by prepaid airmail or a recognized courier service.

148.

Any Shareholder present, either personally or by proxy, at any meeting of the Company shall for all purposes be deemed to have received due
notice of such meeting and, where requisite, of the purposes for which such meeting was convened.

149.

Any notice or other document, if served by:
(a)

post, shall be deemed to have been served five calendar days after the time when the letter containing the same is posted;

(b)

facsimile, shall be deemed to have been served upon production by the transmitting facsimile machine of a report confirming
transmission of the facsimile in full to the facsimile number of the recipient;

(c)

recognised courier service, shall be deemed to have been served 48 hours after the time when the letter containing the same is delivered
to the courier service; or

(d)

electronic mail, shall be deemed to have been served immediately (i) upon the time of the transmission to the electronic mail address
supplied by the Shareholder to the Company or (ii) upon the time of its placement on the Company’s Website.

In proving service by post or courier service it shall be sufficient to prove that the letter containing the notice or documents was properly
addressed and duly posted or delivered to the courier service.
150.

Any notice or document delivered or sent by post to or left at the registered address of any Shareholder in accordance with the terms of these
Articles shall notwithstanding that such Shareholder be then dead or bankrupt, and whether or not the Company has notice of his death or
bankruptcy, be deemed to have been duly served in respect of any Share registered in the name of such Shareholder as sole or joint holder, unless
his name shall at the time of the service of the notice or document have been removed from the Register as the holder of the Share, and such
service shall for all purposes be deemed a sufficient service of such notice or document on all Persons interested (whether jointly with or as
claiming through or under him) in the Share.
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151.

Notice of every general meeting of the Company shall be given to:
(a)

all Shareholders holding Shares with the right to receive notice and who have supplied to the Company an address for the giving of
notices to them; and

(b)

every Person entitled to a Share in consequence of the death or bankruptcy of a Shareholder, who but for his death or bankruptcy would
be entitled to receive notice of the meeting.

No other Person shall be entitled to receive notices of general meetings.
INFORMATION
152.

No Member shall be entitled to require discovery of any information in respect of any detail of the Company’s trading or any information which
is or may be in the nature of a trade secret or secret process which may relate to the conduct of the business of the Company and which in the
opinion of the Board would not be in the interests of the Members of the Company to communicate to the public.

153.

The Board shall be entitled to release or disclose any information in its possession, custody or control regarding the Company or its affairs to any
of its Members including, without limitation, information contained in the Register and transfer books of the Company.
INDEMNITY

154.

Every Director (including for the purposes of this Article any alternate Director appointed pursuant to the provisions of these Articles), Secretary,
assistant Secretary, or other officer for the time being and from time to time of the Company (but not including the Company’s auditors) and the
personal representatives of the same (each an “Indemnified Person”) shall be indemnified and secured harmless against all actions, proceedings,
costs, charges, expenses, losses, damages or liabilities incurred or sustained by such Indemnified Person, other than by reason of such
Indemnified Person’s own dishonesty, wilful default or fraud, in or about the conduct of the Company’s business or affairs (including as a result
of any mistake of judgment) or in the execution or discharge of his duties, powers, authorities or discretions, including without prejudice to the
generality of the foregoing, any costs, expenses, losses or liabilities incurred by such Indemnified Person in defending (whether successfully or
otherwise) any civil proceedings concerning the Company or its affairs in any court whether in the Cayman Islands or elsewhere.

155.

No Indemnified Person shall be liable:
(a)

for the acts, receipts, neglects, defaults or omissions of any other Director or officer or agent of the Company; or

(b)

for any loss on account of defect of title to any property of the Company; or

(c)

on account of the insufficiency of any security in or upon which any money of the Company shall be invested; or

(d)

for any loss incurred through any bank, broker or other similar Person; or
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(e)

for any loss occasioned by any negligence, default, breach of duty, breach of trust, error of judgement or oversight on such Indemnified
Person’s part; or

(f)

for any loss, damage or misfortune whatsoever which may happen in or arise from the execution or discharge of the duties, powers,
authorities, or discretions of such Indemnified Person’s office or in relation thereto;

unless the same shall happen through such Indemnified Person’s own dishonesty, willful default or fraud.
FINANCIAL YEAR
156.

Unless the Directors otherwise prescribe, the financial year of the Company shall end on December 31st in each calendar year and shall begin on
January 1st in each calendar year.
NON-RECOGNITION OF TRUSTS

157.

No Person shall be recognised by the Company as holding any Share upon any trust and the Company shall not, unless required by law, be bound
by or be compelled in any way to recognise (even when having notice thereof) any equitable, contingent, future or partial interest in any Share or
(except only as otherwise provided by these Articles or as the Companies Law requires) any other right in respect of any Share except an
absolute right to the entirety thereof in each Shareholder registered in the Register.
WINDING UP

158.

If the Company shall be wound up the liquidator may, with the sanction of a Special Resolution of the Company and any other sanction required
by the Companies Law, divide amongst the Members in species or in kind the whole or any part of the assets of the Company (whether they shall
consist of property of the same kind or not) and may for that purpose value any assets and determine how the division shall be carried out as
between the Members or different classes of Members. The liquidator may, with the like sanction, vest the whole or any part of such assets in
trustees upon such trusts for the benefit of the Members as the liquidator, with the like sanction, shall think fit, but so that no Member shall be
compelled to accept any asset upon which there is a liability.

159.

If the Company shall be wound up, and the assets available for distribution amongst the Members shall be insufficient to repay the whole of the
share capital, such assets shall be distributed so that, as nearly as may be, the losses shall be borne by the Members in proportion to the par value
of the Shares held by them. If in a winding up the assets available for distribution amongst the Members shall be more than sufficient to repay
the whole of the share capital at the commencement of the winding up, the surplus shall be distributed amongst the Members in proportion to the
par value of the Shares held by them at the commencement of the winding up subject to a deduction from those Shares in respect of which there
are monies due, of all monies payable to the Company for unpaid calls or otherwise. This Article is without prejudice to the rights of the holders
of Shares issued upon special terms and conditions.
AMENDMENT OF ARTICLES OF ASSOCIATION

160.

Subject to the Companies Law, the Company may at any time and from time to time by Special Resolution alter or amend these Articles in whole
or in part.
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CLOSING OF REGISTER OR FIXING RECORD DATE
161.

For the purpose of determining those Shareholders that are entitled to receive notice of, attend or vote at any meeting of Shareholders or any
adjournment thereof, or those Shareholders that are entitled to receive payment of any dividend, or in order to make a determination as to who is
a Shareholder for any other purpose, the Directors may provide that the Register shall be closed for transfers for a stated period which shall not
exceed in any case thirty calendar days in any calendar year.

162.

In lieu of or apart from closing the Register, the Directors may fix in advance a date as the record date for any such determination of those
Shareholders that are entitled to receive notice of, attend or vote at a meeting of the Shareholders and for the purpose of determining those
Shareholders that are entitled to receive payment of any dividend the Directors may, at or within ninety calendar days prior to the date of
declaration of such dividend, fix a subsequent date as the record date for such determination.

163.

If the Register is not so closed and no record date is fixed for the determination of those Shareholders entitled to receive notice of, attend or vote
at a meeting of Shareholders or those Shareholders that are entitled to receive payment of a dividend, the date on which notice of the meeting is
posted or the date on which the resolution of the Directors declaring such dividend is adopted, as the case may be, shall be the record date for
such determination of Shareholders. When a determination of those Shareholders that are entitled to receive notice of, attend or vote at a meeting
of Shareholders has been made as provided in this Article, such determination shall apply to any adjournment thereof.
REGISTRATION BY WAY OF CONTINUATION

164.

The Company may by Special Resolution resolve to be registered by way of continuation in a jurisdiction outside the Cayman Islands or such
other jurisdiction in which it is for the time being incorporated, registered or existing. In furtherance of a resolution adopted pursuant to this
Article, the Directors may cause an application to be made to the Registrar of Companies to deregister the Company in the Cayman Islands or
such other jurisdiction in which it is for the time being incorporated, registered or existing and may cause all such further steps as they consider
appropriate to be taken to effect the transfer by way of continuation of the Company.
DISCLOSURE

165.

The Directors, or any service providers (including the officers, the Secretary and the registered office agent of the Company) specifically
authorised by the Directors, shall be entitled to disclose to any regulatory or judicial authority or to any stock exchange on which securities of the
Company may from time to time be listed any information regarding the affairs of the Company including without limitation information
contained in the Register and books of the Company.
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THIRD AMENDED AND RESTATED SHAREHOLDERS AGREEMENT
THIS THIRD AMENDED AND RESTATED SHAREHOLDERS AGREEMENT (this “Agreement”) is entered into on
2017 (the “Signing Date”), by and among:
(1)

UCLOUDLINK GROUP INC., an exempted company duly incorporated with limited liability and validly existing under the laws of Cayman
Islands (the “Company”),

(2)

the parties set forth in Part I of Exhibit A attached hereto (the “Investors”, and each an “Investor”),

(3)

the parties set forth in Part II of Exhibit A attached hereto (the “Founder Parties”, and each a “Founder Party”),

(4)

the parties set forth in Part III of Exhibit A attached hereto (the “Major Subsidiaries”, and each a “Major Subsidiary”), and

(5)

the parties set forth in Part IV of Exhibit A attached hereto (the “Other Shareholders”, and each an “Other Shareholder”).

,

Each of the forgoing parties is referred to herein individually as a “Party” and collectively as the “Parties”.
RECITALS
A.

The Company, Haitong Noteholders (as defined in Exhibit B), the Founder Parties (as defined in Exhibit B) and other certain parties have entered
into a Notes Purchase Agreement dated 19 April, 2017 (the “Notes Purchase Agreement”).

B.

In order to complete the registration of Circular 37(as defined in the Notes Purchase Agreement), on February 22, 2017, Dream Box Limited and
Miracle Wish Limited have duly executed the relevant transfer instruments, by which Dream Box Limited and Miracle Wish Limited have
transferred their shares of Fun Box Limited, together with the relevant rights and obligations, to MediaPlay Limited and AlphaGo Robot Limited
respectively. Thus, MediaPlay Limited and AlphaGo Robot shall be redeemed as the Founder Holdco 3 (as defined below) and the Founder
Holdco 4 (as defined below) respectively.

C.

Certain parties entered into a Shareholders’ Agreement dated January 28, 2015 (the “First Shareholders’ Agreement”), an amended and restated
Shareholders’ Agreement dated November 25, 2015 (the“Second Shareholders’ Agreement”) and a second amended and restated Shareholders’
Agreement dated September 22, 2016 (the “Third Shareholders’ Agreement”, with the First Shareholders’ Agreement and the Second
Shareholders’ Agreement, collectively, the “Prior Agreements”). At the request of the Company and as part of the transactions contemplated under
the Notes Purchase Agreement for closing (“Haitong Closing”) on 21 April, 2017 (“Closing Date”), the Parties agree to enter into this Agreement,
make the respective representations, warranties, covenants and agreements on the terms and conditions set forth herein, and supersede the Prior
Agreements.
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AGREEMENT
NOW, THEREFORE, in consideration of the foregoing recitals, the mutual promises hereinafter set forth, and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties hereby agree as follows:
1.

DEFINITIONS
Unless otherwise defined in this Agreement, capitalized terms used in this Agreement shall have the meanings set forth in Exhibit B attached
hereto.

2.

CORPORATE GOVERNANCE
2.1.

Board of Directors.
(i)

From and after the Closing Date, the Company shall have a board of directors (the “Board”) consisting of at least five (5) directors,
subject to adjustment pursuant to Section 2.1(c) below. The Board shall be constituted as follows:
(a)

The Cashcapital Investor shall be entitled to nominate one (1) director (the “Cashcapital Director”) of the Board;

(b)

The Ordinary Majority shall be entitled to nominate four (4) directors (the “Ordinary Directors”) of the Board; and

(c)

Haitong shall be entitled to nominate one (1) director (the “Haitong Director”, together with the Cashcapital Director, the
“Investor Directors”) of the Board, as long as Haitong collectively owns not less than 10% of the outstanding Equity
Securities of the Company (calculated on an as converted to Ordinary Shares and on a Fully-Diluted Basis). The right of
Haitong to nominate the Haitong Director shall no longer be exercised upon the occurrence or continuance of any of the
following events: (1) Haitong collectively owns less than 8% of the outstanding Equity Securities of the Company
(calculated on an as converted to Ordinary Shares and on a Fully-Diluted Basis); or (2) the submission of application of a
Qualified IPO of the Company; provided always that the restriction on Haitong’s right to nominate Haitong Director due to
the occurrence or continuance of the event set forth in item (1) above will be automatically lifted at any time and from time
to time when Haitong collectively owns not less than 10% of the outstanding Equity Securities of the Company (calculated
on an as converted to Ordinary Shares and on a Fully-Diluted Basis). For so long as Haitong has right to nominate a Haitong
Director, the Company shall have a Board consisting of seven (7) directors, which shall be constituted by the Cashcapital
Director, the Haitong Director and five (5) directors nominated by the Ordinary Majority.
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(ii)

Election and Removal of Board Members. Each Shareholder of the Company that is a party to this Agreement also agrees to vote all
of his, her or its shares from time to time and at all times in whatever manner as shall be necessary to ensure that (i) each director
nominated pursuant to Section 2.1 may be elected to the Board; (ii) no director elected pursuant to Section 2.1 may be removed from
office unless the person(s) or entity(ies) originally entitled to designate or approve such director or occupy such Board seat pursuant
to Section 2.1 is no longer so entitled to designate or approve such director or occupy such Board seat; and (iii) any vacancies
created by the resignation, removal or death of a director elected pursuant to Section 2.1 shall be filled pursuant to the provisions of
Section 2.1. Each Shareholder of the Company that is a party to this Agreement agrees to execute any written consents required to
effectuate the obligations of this Section 2.1, and the Company agrees at the request of any Shareholder entitled to designate
directors pursuant to Section 2.1 to call a meeting or a class meeting of Shareholders for the purpose of electing directors.

2.2.

Observer. Each of the Preferred Shareholders, the Lead Ordinary Investor and Haitong shall be entitled to appoint one (1) observer (the
“Observer”) to the Board, provided that at any time and for so long as a Haitong Director is on the Board, Haitong shall not appoint an
Observer to the Board. The Observer shall be entitled to (a) attend meetings of the Board; and (b) receive copy of all notices, minutes,
consents and other material that are provided to the directors at the same time and in the same manner as provided to the directors.

2.3.

Board Meetings; Quorum. The Board shall meet at least once every quarter (whether in person or by means of a conference telephone or
any other equipment which allows all participants in the meeting to speak to and hear each other simultaneously). A quorum for a Board
meeting shall consist of four (4) directors, including the Cashcapital Director and the Haitong Director (if applicable). However, if within
an hour from the time appointed for a board meeting, a quorum is not present due to the absence of any director, then a second board
meeting shall be scheduled to a time the same day in the next week and written notice for such second board meeting shall be duly
delivered again to all directors. If within an hour from the time appointed for such second board meeting, a quorum is still not present due
to the absence of any director, then those directors present shall be deemed to be a quorum for such second board meeting; provided that at
such second board meeting or the following meeting, the business not included in the notice for such second board meeting shall not be
transacted. Each of the Investor Directors shall be entitled to appoint an alternate respectively to serve at any board meeting (or the
meeting of a committee formed by the Board), and such alternate shall be permitted to attend all Board meetings and vote on such Investor
Director’s behalf. Questions arising at any meeting shall be decided by a simple majority of votes (unless a higher vote is required pursuant
to applicable laws or the Memorandum and Articles) of the directors present at a meeting at which there is a quorum, with each director
having one (1) vote. A resolution in writing (in one or more counterparts), signed by all the directors for the time being or all the members
of a committee of the Board shall be as valid and effectual as if it had been passed at a meeting of the Directors or such committee as the
case may be duly convened and held.
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2.4.

Expenses, Indemnity and Director Insurance.
(i)

The Company shall provide each of the Investor Directors and Observer of Board with all necessary working conditions in respect of
his performing of such director position, including without limitation, the transportations, accommodations and offices, and
reimburse the Investor Directors for the allowance and all reasonable out-of-pocket expenses incurred in connection with attending
any meetings of the Board and any committee thereof.

(ii)

To the maximum extent permitted by applicable law and its memorandum and articles, the Investor Directors and any trustee for the
time being acting in relation to any of the affairs of the Company and their heirs, executors, administrators and personal
representatives respectively shall be indemnified out of the assets of the Company from and against all actions, proceedings, costs,
charges, losses, damages and expenses which they or any of them shall or may incur or sustain by reason of any act done or omitted
in or about the execution of their duty in their respective offices or trusts, except such (if any) as they shall incur or sustain by or
through their own willful neglect or default respectively and no such director or trustee shall be answerable for the acts, receipts,
neglects or defaults of any other director or trustee or for joining in any receipt for the sake of conformity or for the solvency or
honesty of any banker or other persons with whom any monies or effects belonging to the Company may be lodged or deposited for
safe custody or for any insufficiency of any security upon which any monies of the Company may be invested or for any other loss
or damage due to any such cause as aforesaid or which may happen in or about the execution of his office or trust unless the same
shall happen through the willful neglect or default of such director or trustee.

(iii) To the maximum extent permitted by applicable law, the Investor Directors and any trustee for the time being acting in relation to
any of the affairs of the Company and their heirs, executors, administrators and personal representatives respectively shall not be
personally liable to the Company or the Party nominating him/her for monetary damages for breach of their duty in their respective
offices, except such (if any) as they shall incur or sustain by or through their own willful neglect or willful default respectively.
(iv) The Company shall, as soon as practicable after the Closing Date, obtain, and thereafter maintain, a directors’ and officers’ liability
insurance policy for the Investor Directors from a financially sound and reputable insurer with coverage limits customary for
companies similarly situated to the Company. In addition, the Company shall indemnify each Investor to the maximum extent
permitted by applicable laws for any claims brought against such Investor by any third party (including any other Shareholder of the
Company) on the basis of such Investor’s investment in the Company.
2.5.

Subsidiary Boards. The board of directors of any Group Company (other than the Company) shall be constituted in the same manner as the
Board, and the provisions in this Section 2 shall apply mutatis mutandis to the board of each Group Company. The Parties shall take all
steps required to give effect to the first sentence of this Section 2.5.
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2.6.

Protective Provisions.
(i)

For so long as any Preferred Share remains outstanding and subject to provided otherwise, the Group Companies and the Founder
Parties (collectively, the “Covenantors”) shall ensure that each Group Company will not take any of the actions set forth in Part I of
Exhibit C attached hereto without the prior consents of the Cashcapital Director (Email shall be deemed as the formal evidencing
documents of such consent of the Cashcapital Director) other than in respect of any action that requires a special resolution pursuant
to the Companies Law of the Cayman Islands (2013 Revision), subject to the provisions of (iii) below.

(ii)

For so long as any Preferred Share remains outstanding and subject to provided otherwise, the Covenantors shall ensure that each
Group Company will not take any of the actions set forth in Part II of Exhibit C attached hereto without the prior consents of threefourths (3/4) of the directors of the Board present at the meeting (including the consent of the Cashcapital Director) other than in
respect of any action that requires a special resolution pursuant to the Companies Law of the Cayman Islands (2013 Revision),
subject to the provisions of (iii) below.

(iii) Provided that any of the actions set forth in Exhibit C requires a special resolution in accordance with the Companies Law of the
Cayman Islands (2013 Revision), such action shall require the approval of the Preferred Shareholders holding at least two-thirds
(2/3) of the outstanding Preferred Shares (on an as-converted basis) (the “Preferred Majority”), and where such said prior approval
has not been obtained, the holders of the Preferred Shares who vote against the resolution at a meeting of the Shareholders shall have
the same number of votes as the other Shareholders who vote in favor of such resolution plus one.
2.7.

Group Structure.
(i)

Maintenance of Group Structure. The Covenantors shall maintain the corporate structure of the Group (including without limitation
the Company’s control over each Domestic Company) and, the Covenantors shall cause that (i) the shareholding structure of the
Domestic Companies will not be changed and (ii) the control documents between the Beijing WFOE and the Domestic Companies
(and its shareholders) will not be amended, in each case without the prior consent of the Board.

(ii)

Shareholding of Domestic Company. If requested by any Investor in writing and permitted by applicable laws, the Covenantors shall
procure that equity interest in the Domestic Companies proportionate to such Investor’s equity interest in the Company be
transferred to a party designated by such Investor within 30 days from receiving such written request. In case that the party
designated by such Investor may transfer any portion of the equity interests held by him in the Domestic Companies to any third
party as necessary and required by any new financing of the Group Companies, any expense and cost, including without limitation
any and all taxes arising from or in connection with such transfer is incurred and assessed on or imposed against such party, such
party shall be indemnified against all such expense and cost by the Group Companies.
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2.8.

Information and Inspection Rights.
(i)

Information. The Group Company shall, and each Covenantor shall cause the Group Company to, deliver, as soon as practicable (but
in any event within the timeframe specified below), to each Preferred Shareholder, the Lead Ordinary Investor and Haitong the
following documents or reports:
(a)

within thirty (30) days after the end of each fiscal month, the unaudited monthly consolidated financial statements of the
Group Companies;

(b)

within forty-five (45) days after the end of each fiscal quarter, the unaudited consolidated quarterly financial statements for
such fiscal quarter;

(c)

within ninety (90) days after the end of each fiscal year, the audited consolidated annual financial statements for such fiscal
year;

(d)

at least thirty (30) days prior to the beginning of each fiscal year, a draft annual capital expenditure and operating budget and
business plan for the approval of the Board, provided that the final budget shall be approved by the Board (including
approval of the Cashcapital Director and the Haitong Director);

(e)

other information reasonably requested by the Preferred Shareholders, Lead Ordinary Investor and Haitong.

The documents to be delivered pursuant to this Section 2.8 shall be prepared in form satisfactory to the Preferred Shareholders, the Lead
Ordinary Investor and Haitong. All audited financial statements shall be prepared in accordance with the PRC generally accepted
accounting principles or other generally accepted accounting principles agreed to by the Preferred Shareholders, the Lead Ordinary
Investor and Haitong as deemed appropriate for the foreseeable venue for the Company’s initial public offering.
(ii)

Inspection. Each Covenantor shall cause each Group Company to permit each Preferred Shareholder, Haitong or their respective
duly designated representatives at their own cost, to visit and inspect the relevant Group Company, and to examine the facilities,
books of account and other records of the Group Company, and to discuss the businesses, operations and conditions of the Group
Company with the counsels, officers, employees and independent accountants of such entities. The Lead Ordinary Investor shall also
be entitled to the forgoing inspection right provided that the Lead Ordinary Investor shall give the Company a written notice at least
ten (10) Business Days prior to the use of the inspection right.
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3.

PREEMPTIVE RIGHTS
3.1

Preemptive Right in respect of New Shares.

(i)

The Company hereby grants to each Shareholder of the Company a right to purchase up to its pro rata share of any New Shares that
the Company may, from time to time after the Closing Date, propose to sell or issue on the same price, terms and conditions as the
Company proposes to sell or issue to any potential investor. The Preferred Shareholders, Xizang Guoke, the Lead Ordinary Investor
and the Haitong Shareholders (only in respect of such number of Ordinary Shares converted) shall also have a right of
oversubscription if any Shareholder elects not to purchase its full pro rata share of the New Shares. For the purposes of Section 3.1:
(a) each Shareholder’s “pro rata share” shall be determined according to the number of the Ordinary Shares held by such
Shareholder in relation to the aggregate number of all outstanding Equity Securities of the Company (calculated on an as to be fully
converted to Ordinary Shares and on a Fully-Diluted Basis basis) immediately prior to the issuance of the New Shares; (b) for the
purpose of giving effect to Section 3.1(ii)(b), Haitong Noteholders shall be treated as Shareholders and all the outstanding Notes
owned by them shall be deemed to be fully converted into the Ordinary Shares immediately prior to the issuance of the New Shares;
and (c) each Preferred Shareholder’s “pro rata share” shall be determined according to the aggregate number of all Ordinary Shares
convertible from the Preferred Shares held by such Preferred Shareholder immediately prior to the issuance of the New Shares in
relation to the aggregate number of all outstanding Equity Securities of the Company (calculated on an as to be fully converted to
Ordinary Shares and on a Fully-Diluted Basis basis), provided, however, the Shareholders shall not have such preemptive right in
any of the following circumstances: (a) issuance of Ordinary Shares convertible from all or any part of the Notes; and (b) if the
potential investor to whom the Company proposes to sell or issue New Shares is a Strategic Investor provided further that the Board
of the Company shall give each Shareholder a notice which explains and specifies the benefits or/and advantages the Company will
obtain with the join-in of such Strategic Investor.

(ii)

Procedure:
(a)

In the event that the Company proposes to issue any New Shares, it shall give each Shareholder written notice (an “Issuance
Notice of New Shares”) of such intention, describing (i) the type of New Shares, (ii) the identity of the prospective
subscriber, and (iii) the price and the general terms upon which the Company proposes to issue such New Shares. Each
Shareholder shall have thirty (30) days after the receipt of the Issuance Notice of New Shares to agree to purchase up to such
Shareholder’s pro rata share of such New Shares for the price and upon the terms specified in the Issuance Notice of New
Shares by giving written notice to the Company and stating therein the quantity of New Shares to be purchased.
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(b)

To the extent there is any Notes outstanding and not converted into Ordinary Shares by a Haitong Noteholder on the date of
the Issuance Notice of New Shares, such Haitong Noteholder may, for the purpose of exercising its preemptive right under
Section 3.1, without any prejudice to its conversion rights under the Notes Terms and Conditions, exercise its conversion
right attached to any outstanding Notes within thirty (30) days after receipt of the Issuance Notice of New Shares in
accordance with the Notes Terms and Conditions. The Company shall not issue any New Shares or deliver the Second
Participation Notice of New Shares (as defined in Section 3.1(ii)(c)) unless and until the aforesaid conversion requested by
such Haitong Noteholder has been completed in accordance with the Notes Terms and Conditions. Any Ordinary Shares
converted by a Haitong Noteholder hereunder shall be taken into account in calculating Haitong Shareholder’s pro rata share
in respect of the issuance of the New Shares under Section 3.1.

(c)

In the event that any Shareholder fails to exercise its right to purchase its full pro rata share of the New Shares, the Company
shall deliver a written notice (the “Second Participation Notice of New Shares”) within five (5) days after the expiration of
the aforementioned thirty (30) day period to each of the Preferred Shareholder, Xizang Guoke, Lead Ordinary Shareholder
and the Haitong Shareholders (only in respect of such Ordinary Shares already converted) that have elected to purchase its
entire pro rata share of the New Shares (the “Fully Participating Investors of New Shares”) which notice shall set forth the
number of the New Shares for which a Shareholder was entitled to purchase but that were not purchased by the Shareholder,
pursuant to subsection (i) above (such shares, the “Overallotment New Shares”). Each Fully Participating Investor shall have
five (5) days from the date of receipt of the Second Participation Notice of New Shares (the “Second Participation Period of
New Shares”) to notify the Company of its desire to purchase more than its pro rata share of the New Shares, stating the
number of the additional New Shares it proposes to buy (the “Additional Number of New Shares”). Such notice may be
given by telephone provided it is confirmed in writing within two (2) Business Days. If, as a result thereof, the total number
of additional New Shares the Fully Participating Investors of New Shares propose to buy exceeds the total number of the
Overallotment New Shares, then the Overallotment New Shares shall be allocated to such Fully Participating Investors of
New Shares by allocating to each such Fully Participating Investor of New Shares the lesser of (A) the difference between
the Additional Number of New Shares and the aggregate number of Overallotment New Shares that has already been
allocated to it, and (B) its over-allotment pro rata share of the Overallotment New Shares that has not yet been allocated,
which allocation step shall be repeated until all Overallotment New Shares are allocated. Each such Fully Participating
Investor of New Shares who has been allocated all the Additional Number of New Shares shall cease to participate in any
subsequent allocation step. For the purposes of determining the allocation of Overallotment New Shares that a Fully
Participating Investor of New Shares will receive in each allocation step, such Investor’s “over-allotment pro rata share”
shall be determined according to the aggregate number of all Ordinary Shares or all Ordinary Shares convertible from the
Preferred Shares held by such Fully Participating Investor of New Shares on the date of the Issuance Notice of New Shares
in relation to the aggregate number of all Ordinary Shares and all Ordinary Shares convertible from the Preferred Shares held
by all Fully Participating Investors of New Shares who participate in such allocation step on such date.
10

(d)

Payment for the New Shares to be purchased by the Shareholders shall be made by check or wire transfer in immediately
available funds of the appropriate currency, against delivery of such New Shares to be purchased at the business address of
the Company at the time of the scheduled closing therefor, which shall be no later than seventy (70) days after such
Shareholders’ receipt of the Issuance Notice of New Shares.

3.2

Preemptive Right in respect of New Notes.

(i)

the Company hereby grants each Investor a right to purchase up to its pro rata share of any New Notes that the Company may, from
time to time after the Closing Date, propose to sell or issue on the same price, terms and conditions as the Company propose to sell
or issue to any potential investor. The Preferred Shareholders, Xizang Guoke, the Lead Ordinary Investor, Haitong Noteholders and
Haitong Shareholders shall also have a right of oversubscription if any Investor elects not to purchase its full pro rata share of the
New Notes. For the purposes of Section 3.2, each Investor “pro rata share” shall be determined according to the number of the
Equity Securities held by such Investor (calculated on an as converted to Ordinary Shares and on a Fully-Diluted Basis) in relation to
the aggregate number of all Equity Securities (calculated on an as converted to Ordinary Shares and on a Fully-Diluted Basis basis)
immediately prior to the issuance of the New Notes, provided, however, the Investors shall not have such preemptive right in any of
the following circumstances: (a) issuance of any Notes to Haitong pursuant to the Notes Purchase Agreement, and (b) if the potential
investor to whom the Company proposes to sell or issue New Notes is a Strategic Investor provided further that the Board of the
Company shall give each Investor a notice which explains and specifies the benefits or/and advantages the Company will obtain with
the join-in of such Strategic Investor.

(ii)

Procedures:
(a)

In the event that the Company proposes to issue any New Notes, it shall give each Investor written notice (an “Issuance
Notice of New Notes”) of such intention, describing (i) the type of New Notes, (ii) the identity of the prospective subscriber,
and (iii) the price and the general terms upon which the Company proposes to issue such New Notes. Each Investor shall
have thirty (30) days after the receipt of the Issuance Notice of New Notes to agree to purchase up to such Investor’s pro rata
share of such New Notes for the price and upon the terms specified in the Issuance Notice of New Notes by giving written
notice to the Company and stating therein the quantity of New Notes to be purchased.
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(b)

In the event that any Investor fails to exercise its right to purchase its full pro rata share of the New Notes, the Company shall
deliver a written notice (the “Second Participation Notice of New Notes”) within five (5) days after the expiration of the
aforementioned thirty (30) day period to each Preferred Shareholder, Xizang Guoke, Lead Ordinary Shareholder and Haitong
that have elected to purchase its entire pro rata share of the New Notes (the “Fully Participating Investors of New Notes”)
which notice shall set forth the number of the New Notes for which the Investor was entitled to purchase but that were not
purchased by such Investor pursuant to subsection (a) above (such New Notes, the “Overallotment New Notes”). Each Fully
Participating Investor of New Notes shall have five (5) days from the date of receipt of the Second Participation Notice (the
“Second Participation Period of New Notes”) to notify the Company of its desire to purchase more than its pro rata share of
the New Notes, stating the number of the additional New Notes it proposes to buy (the “Additional Number of New Notes”).
Such notice may be given by telephone provided it is confirmed in writing within two (2) Business Days. If, as a result
thereof, the total number of additional New Notes the Fully Participating Investors of New Notes propose to buy exceeds the
total number of the Overallotment New Notes, then the Overallotment New Notes shall be allocated to such Fully
Participating Investors of New Notes by allocating to each such Fully Participating Investor of New Notes the lesser of
(A) the difference between the Additional Number of New Notes and the aggregate number of Over-allotment New Notes
that has already been allocated to it, and (B) its over-allotment pro rata share of the Overallotment New Notes that has not yet
been allocated, which allocation step shall be repeated until all Overallotment New Notes are allocated. Each such Fully
Participating Investor of New Notes who has been allocated all the Additional Number of New Notes shall cease to
participate in any subsequent allocation step. For the purposes of determining the allocation of Overallotment New Notes that
a Fully Participating Investor of New Notes will receive in each allocation step, such Investor’s “over-allotment pro rata
share” shall be determined according to the aggregate number of all Equity Securities (calculated on an as converted to
Ordinary Shares and on a Fully-Diluted Basis basis) held by such Fully Participating Investor of New Notes on the date of
the Issuance Notice of New Notes in relation to the aggregate number of all Equity Securities (calculated on an as converted
to Ordinary Shares and on a Fully-Diluted Basis basis) held by all Fully Participating Investors of New Notes who participate
in such allocation step on such date.

(c)

Payment for the New Notes to be purchased by the Investors shall be made by check or wire transfer in immediately
available funds of the appropriate currency, against delivery of such New Notes to be purchased at the business address of
the Company at the time of the scheduled closing therefor, which shall be no later than seventy (70) days after such
Investor’s receipt of the Issuance Notice of New Notes.
12

3.3

4.

For a period of ninety (90) days following the expiration of the period during which any Investor may exercise its preemptive rights
under this Section 3, the Company may sell any New Shares and/or New Notes with respect to which the Preemptive Rights under
this Section 3 were not exercised, to the purchasers identified in the Issuance Notice of New Shares or Issuance Notice of New Notes
(as the case may be) and at a price and upon terms not more favorable to the purchasers thereof than specified in the Issuance Notice
of New Shares or Issuance Notice of New Notes (as the case may be). In the event the Company has not completed the sale of such
New Shares and/or New Notes within such ninety (90) day period, the Company shall not and the other Covenantors shall cause the
Company not to thereafter issue or sell any New Shares or New Notes, without first again offering such New Shares or New Notes to
the Investors in the manner provided in this Section 3.

SHARE TRANSFER RIGHTS AND RESTRICTIONS
4.1. Restrictions on Ordinary Shares Owned by the Founder Parties.
(i)

Transfer Restrictions and Non-Competition. At any time prior to the Qualified IPO of the Company, without the prior written
consent of the Investors the Founder Parties shall not transfer any Ordinary Shares directly or indirectly owned by them to
other parties except to any entities wholly owned by such Founder Parties, , nor shall such Founder Parties be engaged, make
investments or otherwise involve in any business that shall compete against the business of the Group Company.
Notwithstanding the foregoing, such transfer restrictions shall not apply to the transfer of the Ordinary Shares to the
employees, officers, consultants or directors of the Company pursuant to the ESOP and as approved by the Board (including
the affirmative vote of the Cashcapital Director and Haitong Director (if applicable)).

(ii)

Key Founder Restricted Shares. The Founder Parties agree and acknowledge that (a) all the Ordinary Shares held by the
Founder Holdco 1, and Founder Holdco 5, as of the Closing Date, shall be designated as “Company Restricted Shares”; (b)
all the shares of the Key Founder Holdco(s) held by other applicable Key Founder Holdco(s) as of the Closing Date shall be
designated as “Indirect Founder Holdco Restricted Shares”; and (c) all the shares of the Key Founder Holdco(s) held by the
Key Founders as of the Closing Date shall be designated as “Direct Founder Holdco Restricted Shares”. Each of the
Company Restricted Shares, the Indirect Founder Holdco Restricted Shares and Direct Founder Holdco Restricted Shares
(collectively, the “Founder Restricted Shares”) shall be subject to the restrictions in the form set forth in Exhibit D attached
hereto.
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4.2. Right of First Refusal and Right of Co-Sale. Each Preferred Shareholder, Xizang Guoke, Lead Ordinary Investor and the Haitong
Shareholders (only in respect of the Ordinary Shares already converted from the Notes) shall have the right of first refusal and each
Preferred Shareholder, Lead Ordinary Investor, Xizang Guoke, A2 Ordinary Investors and the Haitong Shareholders (only in respect
of the Ordinary Shares already converted from the Notes) shall have the right of co-sale as set forth in Exhibit E attached hereto,
provided, however, the Investors shall not have such right of first refusal and right of co-sale in respect of any transfer of the
Preferred Shares or Ordinary Shares under Section 4.3 or if the Prospective Purchaser is a Strategic Investor, further provided that
the Investors shall not have such right of co-sale if the Offered Shares are to be transferred to employee of the Company for the
purpose of the ESOP subjected to Section 7.1(ii) hereof.
4.3. Transfer of Preferred Shares or Ordinary Shares held by certain Investors. Each Party agrees that the Preferred Shares or Ordinary
Shares held by the Lead Ordinary Investors and Xizang Guoke are freely transferrable to any other third party other than to any
competitor of the Group Companies in direct competition or indirect competition of the principal business of the Group Companies.
For the sole purpose of this Section 4.3, only the business of data traffic operation shall mean indirect competition of the principal
business of the Group Companies. For the avoidance of doubt, this Section 4.3 shall not apply to the following circumstances:
(i) Haitong Noteholders shall have the right to transfer the Notes in accordance with the terms and conditions thereto; and
(ii) Haitong Shareholders shall have the right to transfer Ordinary Shares to their respective Affiliates, including without limitation
any fund or entities managed or advised by the Haitong Noteholders or Haitong Shareholders without any consent of the Company
or any other Parties. Any Investor who makes any transfer under this Section 4.3 shall procure the transferee to agree in writing that
it will adhere to, and be bound by, the terms of this Agreement as a Party to this Agreement by executing a deed of accession in the
form set forth in Exhibit G attached hereto. Each party hereto irrevocably agrees to any transfer under this Section 4.3 and waives
any right of first refusal or right of co-sale in respect of such transfer and any other contractual conditions or restrictions on such
transfer, and shall execute such documents and take such actions as necessary to complete such transfer.
4.4. Permitted Transfer. Notwithstanding the foregoing or anything to the contrary herein, the rights of the Investors under Section 4.2
shall not apply to: (i) a repurchase of Shares from a Transferor by the Company pursuant to an agreement containing vesting and/or
repurchase provisions approved by the Board including the Cashcapital Director and the Haitong Director (if applicable); (2) a
transfer approved by the Board (including the Cashcapital Director and the Haitong Director (if applicable)) for the purpose of and
as contemplated by the ESOP; (3) a transfer by the Transferor to its wholly owned entity; or (4) a redemption of the Shares by the
Company under Section 5.3(i).
4.5. Prohibited Transfers Void. Any transfer of Shares of the Company not made in compliance with this Agreement shall be null and
void as against the Company, shall not be recorded on the books of the Company and shall not be recognized by the Company.
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4.6. Transfer Defined. For the purpose of this Agreement, the term “transfer” shall include any direct or indirect transfer, sale, assignment
or pledge, mortgage, and its verb form and the terms of “transferor” and “transferee” shall have the meaning correlative to the
foregoing. In the case that any Ordinary Share is held by its ultimate beneficial owner through one or more level of holding
companies, any transfer, repurchase, or new issuance of the shares of such holding companies or similar transactions that have the
effect of changing the beneficial ownership of such Ordinary Share shall be deemed as an indirect transfer of such Ordinary Shares.
The Parties agree that the restrictions on the transfer of the Ordinary Shares contained in this Agreement shall apply to such indirect
transfer and shall not be circumvented by means of any indirect transfer of the Ordinary Shares.
5.

ADDITIONAL AGREEMENTS
5.1. Registration Rights. The Company hereby grants to the Shareholders such registration rights in the form set forth in Exhibit F
attached hereto.
5.2. Liquidation. If a Liquidation Event occurs, the Parties acknowledge and agree that distributions to the Shareholders of the Company
shall be made in accordance with the Company’s Memorandum and Articles.
5.3. Redemption Rights.
(i)

A Haitong Shareholder shall have the right (but not the obligation) to request the Company to redeem all of the Ordinary
Shares held by such Haitong Shareholder which were converted from the Notes in the event (the “Haitong Redemption
Event”) that the Company has not completed the Qualified IPO satisfying the requirement of Haitong Specified Pre-money
Valuation (calculated as the total number of shares of the Company outstanding prior to the Qualified IPO multiplied by the
final price per share in the Qualified IPO) within three (3) years after the first Conversion Date of all or part of the Notes or,
with the consent of such Haitong Shareholder, within five (5) years after the first Conversion Date of all or part of the Notes.
The redemption price for such Haitong Shareholder (the “Haitong Redemption Price”) shall be (i) the principal amount (the
“Principal Amount”) of the Notes which had been converted into the Ordinary Shares that such Haitong Shareholder has
requested the Company to redeem plus (ii) a premium which in aggregate with the Principal Amount, will provide such
Haitong Shareholder with an IRR of 8% per annum on the Principal Amount, calculated from the Conversion Date of the
Notes (or, where applicable, each Conversion Date of the relevant part of the Notes) to the date that Haitong Redemption
Price has been fully paid.
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Subject to the conditions and terms mentioned above, the Company shall, promptly and in any event within five (5) Business
Days after the Haitong Redemption Event occurs, deliver a written notice (the “Redemption Reminder Notice”) in the form
set forth in Part I of Exhibit I attached hereto to all the Haitong Shareholders. In the event that a Haitong Shareholder elects
to exercise its redemption right hereunder, it shall deliver a written notice of redemption (the “Redemption Notice”) in the
form set forth in Part II of Exhibit I attached hereto to the Company within three (3) months after the receipt of the
Redemption Reminder Notice. For the avoidance of doubt, if the Company fails to deliver the Redemption Reminder Notice
to the Haitong Shareholders upon the occurrence of a Haitong Redemption Event, a Haitong Shareholder will not be timebarred by the aforesaid 3 months’ notice and it may deliver the Redemption Notice to the Company to request the Company
to redeem all of its Ordinary Shares at any time after the Haitong Redemption Event occurs. The Company shall, and all the
Parties shall procure the Company to, within thirty (30) days after receiving the Redemption Notice from a Haitong
Shareholder, complete the purchase of all of the Ordinary Shares then held by such Haitong Shareholder at the Haitong
Redemption Price.
In the event that the Company’s assets or funds which are then legally available are insufficient to pay in full all the
redemption payments payable to all the relevant Shareholders having redemption rights under this Section 5.3, those assets
or funds of the Company which are then legally available shall be firstly used to pay the redemption price on a pro rata basis
(as fully converted) among each of Preferred Shareholders, Haitong Shareholders and A2 Ordinary Investors in respect of the
Shares requested to be redeemed, to the extent permitted by Applicable Laws. Such assets or funds of the Company shall not
be used to pay the redemption prices to other Shareholders under this Section 5.3 unless and until redemption payments
payable to the Preferred Shareholders, Haitong Shareholders and A2 Ordinary Investors pursuant to the terms of this
Agreement and other Transaction Documents have been made in full.
(ii)

Each A2 Ordinary Investors shall be entitled to request the Company to redeem all or portion of Ordinary Shares held by
such A2 Ordinary Investor by December 31, 2017 (the “A2 Redemption Start Date”).
The redemption price per share for such A2 Ordinary Investors (the “A2 Ordinary Redemption Price”) shall be the Original
A2 Ordinary Share Purchase Price plus an annualized rate of return of twelve percent (12%) (calculated from the Closing
Date to the actual payment date of the A2 Ordinary Redemption Price).
Within 30 days after the receipt of a written notice of redemption from such A2 Ordinary Investor(s) to be redeemed, the
Company shall redeem all or part of A2 Ordinary Shares held by such A2 Ordinary Investors legally available therefor
including capital. The Board and other Shareholders of the Company shall give help for such redemption unconditionally.
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(iii)

The Lead Ordinary Investor and SHENZHEN ZZX shall be entitled to request the Company to redeem all or portion of
Ordinary Shares held by such Ordinary Investor if by December 31, 2016 (the “A1 Redemption Start Date”), the Company
shall have not fulfilled either of the following: (i) having signed the share purchase agreement with investors for purchase of
certain series B shares or other class of shares named then (with the subscription amount of no less than 10 million US
dollars), pursuant to which the valuation of the Company shall be at least 300 million US dollars; or(ii) having completed
products commercialization, demonstration of products commercialization or strategic investment of certain chip product
build-in with bi-IP channels with one mobile producer or chip producer that is recognized by the Lead Ordinary Investor or
that is among the top ten mobile producers or chip producers in PRC.
The redemption price per A1 Ordinary Share held by the Lead Ordinary Investor and SHENZHEN ZZX (the “A1 Ordinary
Redemption Price”) shall be the Original A1 Ordinary Share Purchase Price held by such investor plus ten percent (10%)
compound annual return (calculated from the A1 Closing Date to the actual payment date of the A1 Ordinary Redemption
Price).

5.4. Tax Matters.
(i)

The Group Company shall comply with the applicable tax laws and comply with all record-keeping, reporting, and other
requirements necessary for Haitong or Preferred Shareholder’s compliance with any applicable tax laws. The Group
Company shall use their respective commercially reasonable effort to avoid adverse tax status (such as “PRC resident
enterprise” for any Group Company organized outside the PRC under the PRC tax laws, or “controlled foreign corporation”
or “passive foreign investment company” under the U.S. tax laws).

(ii)

The Company will use, and will cause each of the other Group Companies to use, commercially reasonable efforts to avoid
classification as a passive foreign investment company (“PFIC”) as defined in the Internal Revenue Code of 1986, as
amended (the “Code”) for the current year or any subsequent year.

(iii)

The Company shall promptly provide the Investors with written notice if it (or any of the other Group Companies) becomes a
PFIC. Such notice shall include a reasonably detailed analysis of the determination that the Company (or any of the other
Group Companies) has become a PFIC.
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(iv)

The Company shall make due inquiry with its tax advisors on at least an annual basis regarding its status as a PFIC, and if
Company is informed by its tax advisors that any such entity has become a PFIC, or that there is a likelihood of any such
entity being classified as a PFIC for any taxable year, the Company shall promptly notify the Investors of such status or risk,
as the case may be. The Company agrees to make available to the Investors upon request, the books and records of the
Company and the other Group Companies, and to provide information to the Investors pertinent to the Company’s status or
potential status as a PFIC. Upon a determination by the Company, the Investors or any taxing authority that the Company has
been or is likely to become a PFIC, the Company will provide the following information to the Investors and each of its
direct or indirect holders (a “PFIC Shareholder”): (i) all information reasonably available to the Company to permit such
PFIC Shareholder to (a) accurately prepare its US tax returns and comply with any other reporting requirements , if any,
arising from its investment in the Company and relating to the Company or any of its Subsidiaries’ classification as a PFIC
and (b) make any election (including, without limitation, a “qualified electing fund” election under Section 1295 of the
Code), with respect to the Company (or any of its Subsidiaries); and (ii) a completed “PFIC Annual Information Statement”
as described under Treasury Regulation Section 1.1295-1(g).

5.5. Memorandum and Articles. In the event of any conflict or inconsistency between any of the terms of this Agreement and any of the
terms of the Memorandum and Articles, the terms of this Agreement shall prevail in all respects as regards the Shareholders and
Haitong. The Shareholders and Haitong shall give full effect to and act in accordance with the provisions of this Agreement over the
provisions of the Memorandum and Articles, and the Shareholders and Haitong shall exercise all voting and other rights and powers
(including to procure any required alteration to the Memorandum and Articles to resolve such conflict or inconsistency) to make the
provisions of this Agreement effective.
6.

TERMINATION
This Agreement and all rights and covenants contained herein, including but not limited to those contained in Sections 2, 3, 4 and 5 (with
the exception of the registration rights granted under Section 5.1, which shall survive the closing of a Qualified IPO in accordance with
their terms), shall terminate on the closing of a Qualified IPO. All the preferred rights of the Shares shall terminate in the event that the
Investors (other than Haitong) shall hold less than 5% of the total outstanding Shares of the Company (on an as converted basis) solely
resulting from the sale of the Equity Securities as applicable. Notwithstanding the foregoing, Haitong’s right to appoint the Haitong
Director or the Observer set forth in Section 2.1, Section 2.2 and Section 2.3 shall terminate in the event that Haitong collectively hold less
than 8% of the total outstanding Equity Securities of the Company (on an as converted basis). Further, Haitong’s Information and
Inspection Rights set forth in Section 2.8, Haitong’s oversubscription right under the Preemptive Rights set forth in Section 3, and
Haitong’s Right of First Refusal and Right of Co-Sale set forth in Sections 4.2, shall terminate in the event that Haitong collectively hold
less than 5% of the total outstanding Equity Securities of the Company (on an as converted basis). Notwithstanding anything herein to the
contrary, a Haitong Shareholder’s redemption right set forth in Section 5.3(i) shall remain valid and enforceable despite the percentage of
Haitong’s aggregate interests in the Company and shall only terminate upon the completion of the Qualified IPO with Haitong Specified
Pre-money Valuation within the prescribed period under Section 5.3(i).
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7.

MISCELLANEOUS
7.1. Anti-Dilution.
(i)

If, at any time after the issue of any Conversion Share to any Haitong Shareholder but prior to a Qualified IPO, the Company
issues, allots or grants any Equity Security (other than the Equity Securities issued to employees, directors, officers,
consultants or contractors of the Company pursuant to the ESOP) to any Person at an average cost (including the cost for
converting such Equity Security to one Ordinary Share of the Company) lower than the adjusted Conversion Price per
Conversion Share issued to the Haitong Shareholder, the Company shall, and the Shareholders shall procure the Company to,
issue such number of additional Ordinary Shares to the Haitong Shareholder at a nominal value of US$1.00 per Ordinary
Share without further cost and expense to the Haitong Shareholder. Such issuance shall put Haitong Shareholder in a position
to acquire the relevant Conversion Shares and the additional Ordinary Shares at an effective average cost per Ordinary Share
no more than the average cost of the first-mentioned Person to obtain (and, if applicable, convert) the-first mentioned Equity
Security.

(ii)

At any time within three (3) years after the Closing Date, the Company shall have the right to issue Ordinary Shares, or any
option to acquire any Ordinary Shares, to employees, directors, officers, consultants or contractors of the Company pursuant
to the ESOP and as approved by the Board (including the affirmative vote of the Cashcapital Director and the Haitong
Director (if applicable)), provided the number of all such issuances in aggregate shall not exceed the lower of (a) Ordinary
Shares (on an as-converted basis) with value of USD67,000,000; and (b) 10% of the aggregate number of Equity Securities
(on an as-converted basis) of the Company outstanding as of the closing in respect of the purchase and sales of the warrant
notes pursuant to Section 2.3 of the Notes Purchase Agreement.

7.2. Governing Law. This Agreement shall be governed by and construed under the laws of the Hong Kong, without regard to principles
of conflict of laws thereunder.
7.3. Dispute Resolution.
(i)

Each Party agrees that any legal action or proceeding arising out of or relating to this Agreement may be brought in the
courts of Hong Kong and irrevocably submits to the exclusive jurisdiction of such courts.

(ii)

Each party shall cooperate with the other in making full disclosure of and providing complete access to all information and
documents requested by the o the court, subject only to any doctrine of legal privilege or any confidentiality obligations
binding on such party.

(iii)

The costs of court shall be borne by the losing party, unless otherwise determined by the court.
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(iv)

When any dispute occurs and when any dispute is in the court, except for the matters in dispute, the parties shall continue to
fulfill their respective obligations and shall be entitled to exercise their rights under this Agreement.

7.4. Notices. All notices, requests, claims, demands and other communications hereunder shall be in writing and shall be given or made
(and shall be deemed to have been duly given or made upon receipt) by delivery in person, by an internationally recognized
overnight courier service, by facsimile or registered or certified mail (postage prepaid, return receipt requested) to the respective
Parties at the addresses specified set forth in Part V of the Exhibit A attached hereto (or at such other address for a Party as shall be
specified in a notice given in accordance with this Section 7.4).
7.5. Successors and Assigns. Except as otherwise provided herein, the terms and conditions of this Agreement shall inure to the benefit
of and be binding upon the respective successors and assigns of the Parties whose rights or obligations hereunder are affected by
such terms and conditions. This Agreement, and the rights of any parties hereunder, shall not be assigned, and the obligations of any
party hereunder shall not be transferred without the written consents of the Investors and the Company; provided that each Investor
may assign its rights and transfer its obligations hereunder to an Affiliate of it or a transferee of the transfer in connection with the
Equity Securities held by such Investor pursuant to Section 4.3 without consent of the other Parties under this Agreement; provided
further that before such assignment or transfer such Affiliate or transferee shall execute a deed of accession in the form set forth in
Exhibit G attached hereto agreeing to be bound by all the terms of this Agreement as an “Investor”. For the avoidance of doubt, the
assignee or transferee of any Investor shall be treated as an “Investor” under this Agreement, and any Haitong Noteholder or Haitong
Shareholder shall also be treated as an “Investor” for the purpose of determining the availability of any rights under this Agreement.
7.6. Severability. In case any provision of the Agreement shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or impaired thereby. If, however, any provision of this
Agreement shall be invalid, illegal, or unenforceable under any such applicable laws in any jurisdiction, it shall, as to such
jurisdiction, be deemed modified to conform to the minimum requirements of such law.
7.7. Waiver and Amendment. Any Party may (i) extend the time for the performance of any of the obligations or other acts of another
Party, (ii) waive any inaccuracies in the representations and warranties of another Party contained herein or in any document
delivered by another Party pursuant hereto or (iii) waive compliance with any of the agreements of another Party or conditions to
such Party’s obligations contained herein. Any such extension or waiver shall be valid only if set forth in an instrument in writing
signed by the party to be bound thereby. Any waiver of any term or condition shall not be construed as a waiver of any subsequent
breach or a subsequent waiver of the same term or condition, or a waiver of any other term or condition of this Agreement. The
failure of any Party to assert any of its rights hereunder shall not constitute a waiver of any of such rights. This Agreement may not
be amended or modified except (a) by an instrument in writing signed by the Company, Haitong, the Ordinary Majority and the
Preferred Majority, or (b) by a waiver in accordance with the immediately preceding sentence.
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7.8. New Shareholders. The Company shall procure any new Shareholder or investor of the Company who is not already a party to this
Agreement shall, not later than the time that it becomes the registered owner of any Equity Securities, agree in writing that it will
adhere to, and be bound by, the terms of this Agreement as a Party to this Agreement by executing a deed of accession in the form
set forth in Exhibit G attached hereto.
7.9. Interpretation. For all purposes of this Agreement, except as otherwise expressly provided, (i) the defined terms shall have the
meanings assigned to them in its definition and include the plural as well as the singular, and pronouns of either gender or neuter
shall include, as appropriate, the other pronoun forms; (ii) all references in this Agreement to designated “Sections” and other
subdivisions are to the designated Sections and other subdivisions of the body of this Agreement unless explicitly stated otherwise,
and all references in this Agreement to designated exhibits are to the exhibits attached to this Agreement unless explicitly stated
otherwise, (iii) the words “herein”, “hereof”, and “hereunder” and other words of similar import refer to this Agreement as a whole
and not to any particular Section or other subdivision, (iv) the word “knowledge” means, with respect to a person’s “knowledge”, the
actual knowledge of such person and that knowledge which should have been acquired by it after making due inquiry, (v) the titles of
the sections and subsections of this Agreement are for convenience of reference only and are not to be considered in construing this
Agreement, (vi) any reference in this Agreement to any “Party” or any other Person shall be construed so as to include its successors
in title, permitted assigns and permitted transferees, (vii) any reference in this Agreement to any agreement or instrument is a
reference to that agreement or instrument as amended or novated, (viii) this Agreement is jointly prepared by the Parties and should
not be interpreted against any Party by reason of authorship; (ix) unless otherwise specified herein, the obligations and liabilities, and
the title, interests and rights, of a party hereto is independent and several from those of the other parties hereto.
7.10. Entire Agreement. This Agreement constitutes the entire agreement of the Parties with respect to the subject matter hereof and
supersede all prior agreements and undertakings, both written and oral, among the Parties with respect to the subject matter hereof
and thereof, including the Prior Agreements and those containing any provision of preferred rights or privileges that any previous
shareholder(s) or existing shareholder(s) is entitled to in respect of any Group Company.
7.11. Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. Facsimile and e-mailed copies of signatures shall be deemed to be
originals for purposes of the effectiveness of this Agreement.
21

{The remainder of this page has been left intentionally blank}
22

IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
UCLOUDLINK GROUP INC.
By: /s/ Wen Gao
Name: Wen Gao (高文)
Title: Director
UCLOUDLINK(HK) LIMITED
By: /s/ Wen Gao
Name: Wen Gao (高文)
Title: Director
BEIJING UCLOUDLINK
TECHNOLOGY LIMITED (北京优克云联 科技有限公司)
By: /s/ Wen Gao
Name: Wen Gao
Title: Legal Representative
[common seal]
Shenzhen Ucloudlink Technology
Limited (深圳优克云联科技有限公司)
By: /s/ Zhigang Du
Name: Zhigang Du
Title: Legal Representative
[common seal]
SHENZHEN UCLOUDLINK NEW
TECHNOLOGY CO., LTD
(深圳市优克联新技术有限公司)
By: /s/ Wen Gao
Name: Wen Gao (高文)
Title: Legal Representative
[common seal]
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
HONGKONG UCLOUDLINK NETWORK
TECHNOLOGY LIMITED (香港优克网络技术有限公司)
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Director
BEIJING UCLODLINK TECHNOLOGY CO., LTD (北
克优克联技术有限公司)
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Legal Representative
[common seal]
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
TALENT WITS LIMITED
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Director
FAIRY MIND LIMITED
By:
/s/ Zhongqi Kuang
Name: Zhongqi Kuang (况忠琪)
Title: Director
FUN BOX LIMITED
By:
/s/ Chaohui Chen, Zhiping Peng
Name: Chaohui Chen (陈朝晖), Zhiping Peng (彭智平)
Title: Director
MEDIAPLAY LIMITED
By:
/s/ Chaohui Chen
Name: Chaohui Chen (陈朝晖)
Title: Director
ALPHAGO ROBOT LIMITED
By:
/s/ Zhiping Peng
Name: Zhiping Peng (彭智平)
Title: Director
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
WEN GAO (高文)
/s/ Wen Gao
CHAOHUI CHEN (陈朝晖)
/s/ Chaohui Chen
ZHIPING PENG (彭智平)
/s/ Zhiping Peng
ZHONGQI KUANG (况忠琪)
/s/ Zhongqi Kuang
26

IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
Beijing Cash Capital Venture Partners.(北 京国科鼎鑫投
资中心（有限合伙）)
By: /s/ Ge Wang
Name: Ge Wang
Title: Authorized Signatory
[common seal]
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
Shanghai Huiyin Tiantong Investment Center (Limited
Partnership)(上海汇垠天 同投资中心（有限合伙）)
BY:
/s/ Guangshan Che
Name: Guangshan Che
Title: Authorized Signatory
[common seal]
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
Shenzhen ZZX Technology Venture Investment
Enterprise (Limited Partnership)(深圳中展信科技创业投资
企业 （有限合伙）)
BY: /s/ Chunwei Huang
Name: Chunwei Huang
Title: Authorized Signatory
[common seal]
29

IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
BEIJING ORIENTAL RHYTHM VENTURE CAPITAL
CO., LTD (北京五 五东方瑞泰创业投资有限公司)
BY: /s/ Jianping Wang
Name: Jianping Wang
Title: Legal Representative
[common seal]
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
SUN DEVELOPMENT INVESTMENT LIMITED
BY: /s/ Baixing Wang
Name: Baixing Wang
Title: Authorized Signatory
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
ASIAN ROUSE LIMITED
BY: /s/ Xingya Qiu
Name: Xingya Qiu
Title: Authorized Signatory
32

IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
XIZANG GUOKE DINGYI INVESTMENT CENTER
(LIMITED PARTNERSHIP) (西藏国科鼎奕投资中心 （有
限合伙）)
BY:
/s/ Ge Wang
Name: Ge Wang
Title: Authorized Signatory
[common seal]
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
WEALTH PLUS INVESTMENTS LIMITED
BY: /s/ Ingrid Wu
Name: Ingrid Wu
Title: Authorized Signatory
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
Shenzhen HaineiLirong Technology
Investment Fund Partnership (深圳海内 利荣科技投资基金
合伙企业（有限合伙）)
BY: /s/ Peiping Qu
Name: Peiping Qu
Title: Authorized Signatory
[common seal]
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IN WITNESS WHEREOF, the Parties have duly executed this Shareholders’ Agreement as of the date first above written.
HAITONG ASSET MANAGEMENT (HK) LIMITED
(acting on behalf of and for the account of HAITONG
FREEDOM MULTI-TRANCHE BOND FUND)
BY:
/s/ Jianxin Yang
Name: Jianxin Yang
Title: Authorized Signatory
HAITONG INTERNATIONAL INVESTMENT FUND
SPC
(acting on behalf of and for the account of HAITONG
INTERNATIONAL INVESTMENT FUND SPC - FUND I
SP)
By:
/s/ Huang Zhong
Name: Huang Zhong
Title: Authorized Signatory
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EXHIBIT A
PARTIES
Part I Investors
(A) Preferred Shareholders
1.

Beijing Cash Capital Venture Partners.(北京国科鼎鑫投资中心（有限合伙）) (the “Cashcapital Investor”);

2.

Beijing Oriental Rhythm Venture Capital CO., LTD(北京五五东方瑞泰创业投资有限公司) (the “Oriental Investor”);

(B) Ordinary Investors
1.

Beijing Cash Capital Venture Partners.(北京国科鼎鑫投资中心（有限合伙）);

2.

Shanghai Huiyin Tiantong Investment Center (Limited Partnership) (上海汇垠天同投资中心（有限合伙））(the “Lead Ordinary Investor”);

3.

Shenzhen ZZX Technology Venture Investment Enterprise (Limited Partnership) (深圳中展信科技创业投资企业（有限合伙）) (the “Shenzhen
ZZX”);

4.

Xizang Guoke Dingyi Investment Center (Limited Partnership) (西藏国科鼎奕投资中心(有限合伙)) (the “Xizang Guoke”);

5.

WEALTH PLUS INVESTMENTS LIMITED (the “WEALTH PLUS”); and

6.

Shenzhen Hainei Lirong Technology Investment Fund Partnership (深圳海内利荣科技投资基金合伙企业(有限合伙 )) (the “Shenzhen Hainei”)

(C) Noteholders
1.

Hai Tong Asset Management (HK) Limited (“Haitong 1”, acting on behalf of and for the account of Haitong Freedom Multi-Tranche Bond Fund);

2.

Haitong International Investment Fund SPC (“Haitong 2”, acting on behalf of and for the account of Haitong International Investment Fund SPC –
Fund I SP).

Part II Founder Parties
1.

Gao Wen (高文), a Chinese citizen (residential ID number *****);

2.

Chen Chaohui( 陈 朝 晖 ), a Chinese citizen (residential ID number *****);

3.

Peng Zhiping(彭智平), a Chinese citizen (residential ID number *****) (together with Gao Wen (高文) and Chen Chaohui (陈朝晖), the “Key
Founders”, and each a “Key Founder”);
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4.

Kuang Zhongqi (况忠琪), a Chinese citizen (residential ID number *****) (together with the Key Founders, the “Founders” and each a
“Founder”),

5.

TALENT WITS LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose entire
outstanding shares are held by Gao Wen (高文) (the “Founder Holdco 1” ),

6.

FAIRY MIND LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose entire
outstanding shares are held by Kuang Zhongqi (况忠琪) (the “Founder Holdco 2” ),

7.

MEDIAPLAY LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose entire
outstanding shares are held by Chen Chaohui (the “Founder Holdco 3” );

8.

ALPHAGO ROBOT LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose
entire outstanding shares are held by Peng Zhiping (the “Founder Holdco 4” ); and

9.

FUN BOX LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose entire
outstanding shares are held by MEDIAPLAY LIMITED and ALPHAGO ROBOT LIMITED (the “Founder Holdco 5”, together with the Founder
Holdco 1, the Founder Holdco 2, the Founder Holdco 3, the Founder Holdco 4, the “Founder Holdcos”, each a “Founder Holdco”, further together
with the Founders, the “Founder Parties”, each a “Founder Party”).

Part III Major Subsidiaries
1.

UCLOUDLINK (HK) LIMITED, a company duly established and existing under the laws of Hong Kong (the “HK Company”), with registered
number 2139982;

2.

BEIJING UCLOUDLINK SCIENCE & TECHNOLOGY LIMITED / BEIJING UCLOUDLINK TECHNOLOGY LIMITED (北京优克云联科技
有限公司), a wholly foreign owned enterprise to be duly established and existing under the laws of PRC (the “Beijing WFOE”), with unified social
credit code 110000450278829;

3.

SHENZHEN UCLOUDLINK SCIENCE & TECHNOLOGY LIMITED / SHENZHEN UCLOUDLINK TECHNOLOGY LIMITED (深圳优克云
联科技有限公司), a wholly foreign owned enterprise to be duly established and existing under the laws of PRC (the “Shenzhen WFOE”, together
with Beijing WFOE, the “WFOEs”), with unified social credit code 91440300336385792W;

4.

SHENZHEN CITY UCLOUDLINK NEW TECHNOLOGY CO., LTD/ SHENZHEN UCLOUDLINK NEW TECHNOLOGY CO., LTD (深圳市
优克联新技术有限公司), a company duly established and existing under the laws of the PRC (the “Shenzhen Domestic Company”), with unified
social credit code 91440300311875816Q;

5.

BEIJING UCLOUDLINK TECHNOLOGY CO., LTD. / BEIJING UCLOUDLINK TECHNOLOGY LIMITED (北京优克联技术有限公司), a
company duly established and existing under the laws of the PRC (the “Beijing Domestic Company”, collectively with the Shenzhen Domestic
Company, the “Domestic Companies”, and each, a “Domestic Company”)) with unified social credit code 91110105318148849A; and

6.

HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED (香港优克网 络技术有限公司), a company duly established and existing
under the laws of Hong Kong (the “Existing HK Company”), with registered number 1519476.

Part IV Other Shareholders
1. SUN DEVELOPMENT INVESTMENT LIMITED
2. ASIAN ROUSE LIMITED
Part V Notice Address
For the purpose of the notice provisions contained in this Agreement, the following are the initial addresses of each party:
If to any of the Group Companies, the Founders and the Founder Holdcos:
Attention:
Address:
Email:
Tel:

Shi Yimeng (石义猛)
深圳市南山区学府路85号软件产业基地 1栋A座3层
*****
*****

If to the Cashcapital Investor:
Attention:
Address:
Email:
Fax:

Chen Hongwu (陈洪武)
北京市东直门南大街11号中汇广场 B座1803
*****
*****

If to the Oriental Investor:
Attention:
Address:
Email:
Fax:

He Zhiguang (何志光)
北京市海淀区阜成路67号银都大厦 1510室
*****
*****
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If to SUN DEVELOPMENT INVESTMENT LIMITED:
Attention:
Address:
Email:
Tel:

Cheng Xian (程娴)
江苏省常熟市东南经济开发区8号

*****
*****

If to ASIAN ROUSE LIMITED:
Attention:
Address:
Email:
Tel:

Qiu Xingya (邱醒亚)
深圳市南山区科智西路5号科技园工业厂房25栋1段3层

*****
*****

If to SHENZHEN ZZX:
Attention:
Address:
Email:

Huang Chunwei (黄春威)
深圳市前湾深港合作区前湾一路1号A栋201 室

*****

If to Lead Ordinary Investor:
Attention:
Address:
Email:

Chen Guangshan (车广山)
中国上海市长宁区虹桥路2272号六楼O座
*****

If to WEALTH PLUS:
Attention:
Address:
Email:

INGRID WU CHUNYUAN/ JUNE YAN
66B, No.39 Conduit Road, Hong Kong
*****

If to Shenzhen Hainei:
Attention:
Address:
Email:
Tel:

Qu Peiping (屈佩平)
深圳市福田区莲花街道金田路4028号荣超经贸中心1812

*****
*****

If to Haitong 1:
Attention:
Address:
Email:
Tel:

Samson Leung
22/F, Li Po Chun Chambers, 189 Des Voeux Road Central, Hong Kong
*****
*****
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If to Haitong 2:
Attention:
Address:
Email:
Tel:

Grace Liu
22/F, Li Po Chun Chambers, 189 Des Voeux Road Central,
HongKong
*****
*****
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EXHIBIT B
DEFINITIONS
“A1 Closing Date”

means December 29, 2015.

“A1 Ordinary Investors”

means Beijing Cash Capital Venture Partners.( 北京国科鼎鑫投资中心（有限合伙）), Shanghai Huiyin
Tiantong Investment Center (Limited Partnership)（上海汇垠天同投资中心（有限合伙））, Shenzhen ZZX
Technology Venture Investment Enterprise (Limited Partnership)（深 圳中展信科技创业投资企业（有限合
伙））and Xizang Guoke Dingyi Investment Center (Limited Partnership) (西藏国科鼎奕投资中心(有限合
伙)).

“A1 Ordinary Redemption Price”

has the meaning set forth in Section 5.3(iii).

“A1 Redemption Start Date”

has the meaning set forth in Section 5.3(ii).

“A2 Ordinary Investors”

means WEALTH PLUS and Shenzhen Hainei Lirong Technology Investment Fund Partnership (深圳海内利
荣科技投资基金合伙企业(有限合伙 )).

“A2 Ordinary Redemption Price”

has the meaning set forth in Section 5.3(ii).

“A2 Redemption Start Date”

has the meaning set forth in Section 5.3(ii).

“Additional Number of New Notes”

has the meaning set forth in Section 3.1(ii)(c).

“Additional Number of New Shares”

has the meaning set forth in Section 3.1(ii)(c).

“Affiliate”

means (i) as to any body corporate, any other body corporate, unincorporated entity or person directly or
indirectly controlling, directly or indirectly controlled by or under direct or indirect common control with,
such body corporate; and (ii) as to any individual, his spouse, child, brother, sister, parent, trustee of any
trust in which such individual or any of his immediate family members is a beneficiary or a discretionary
object, or any entity or company controlled by any of the aforesaid persons.

“Agreement”

has the meaning set forth in the preamble hereof.

“Board”

has the meaning set forth in Section 3.1(i).

“Cashcapital Director”

has the meaning set forth in Section 2.1(i)(a).

“Cashcapital Investor”

has the meaning set forth in the preamble hereof.

“Change-in-Control”

has the meaning set forth in Section 2(1) of Exhibit D attached hereto.

“Haitong Closing”

has the meaning set forth in paragraph C of the Recital.

“Closing Date”

has the meaning set forth in paragraph C of the Recital.

“Co-Sale Shareholder”

has the meaning set forth in Section 2.1 of Exhibit E attached hereto.

“Company”

has the meaning set forth in the preamble hereof.

“Company Repurchase Option”

has the meaning set forth in Section 2 of Exhibit D attached hereto.

“Conversion Date”

means, with respect to each Ordinary Share held by the Haitong Shareholder, the date on which such
Ordinary Share is converted from the Note.
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“Company Restricted Shares”
“control”

has the meaning set forth in Section 4.1(ii).

“Conversion Date”

means, with respect to each Ordinary Share held by the Haitong Shareholder, the date on which such Ordinary Share
is converted from the Note.

“Conversion Price”

has the meaning set forth in the Notes.

“Covenantors”

has the meaning set forth in Section 2.6(i).

“Direct Founder Restricted
Shares”

has the meaning set forth in Section 4.1(ii).

“Domestic Holdco 1”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Domestic Holdco 2”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Domestic Company”

has the meaning set forth in Part III of Exhibit A attached hereto.

“Departing Founder”

has the meaning set forth in Section 2 of Exhibit D attached hereto.

“Departure Event”

has the meaning set forth in Section 2 of Exhibit D attached hereto.

“Equity Securities”

means, with respect to any Person, such Person’s share capital, capital stock, membership interests, partnership
interests, registered capital, joint venture or other ownership interests or any options, warrants or other securities that
are directly or indirectly convertible into, or exercisable or exchangeable for, such share capital, capital stock,
membership interests, partnership interests, registered capital or joint venture or other ownership interest (whether or
not such derivative securities are issued by such Person).

“ESOP”

means any stock option plan or equity incentive plan adopted by any Group Company from time to time in relation to
the grant or issue of shares, stock options or any other securities to its employees, officers, directors, consultants
and/or other eligible persons.

“Existing HK Company”

have the meaning set forth in Part III of Exhibit A attached hereto.

“Founder”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Founder Holdco”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Founder Holdco 1”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Founder Holdco 2”

has the meaning set forth in Part II of Exhibit A attached hereto.

means, with respect to any Person, the possession, directly or indirectly, of the power to direct or cause the direction
of the management and policies of such Person, whether through the ownership of majority voting securities or
appointing a majority of the board members or otherwise, and the terms “controlling” and “controlled” have
correlative meaning.
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“Founder Holdco 3”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Founder Holdco 4”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Founder Holdco 5”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Founder Holdco Restricted
Shares”

has the meaning set forth in Section 4.1(ii).

“Founder Holdco Repurchase
Price”

has the meaning set forth in Section 2(5) of Exhibit D attached hereto.

“Founder Holdco Repurchase
Shares”

has the meaning set forth in Section 2(5) of Exhibit D attached hereto.

“Founder Party”

has the meaning set forth in Part II of Exhibit A attached hereto.

“Founder Restricted Shares”

has the meaning set forth in Section 4.1(ii).

“Fully-Diluted Basis”

means that all options, warrants or other rights of any kind (whether vested or unvested) to acquire the Ordinary
Shares and all securities convertible or exchangeable into the Ordinary Shares (or into options, warrants or other
rights of any kind to acquire the Ordinary Shares) outstanding at the relevant time shall be deemed to have been fully
exercised, converted or exchanged, as the case may be, and the Ordinary Shares issuable as a result thereof shall be
deemed to have been fully issued and to form part of the holdings of the Person(s) entitled to receive such Ordinary
Shares.

“Fully Participating Investors of
New Notes”

has the meaning set forth in Section 3.1(ii)(c).

“Fully Participating Investors of
New Shares”

has the meaning set forth in Section 3.1(ii)(c).

“Fully Purchasing Holders”

has the meaning set forth in Section 1.2(ii) of Exhibit E attached hereto.
has the meaning set forth in Section 1.1 of Exhibit E attached hereto.

“Group Company”

means each of the Company and its subsidiaries (including the Major Subsidiaries) and “Group” refers to all of
Group Companies collectively.

“Haitong”

means collectively Haitong Shareholders and Haitong Noteholders.

“Haitong Director”

has the meaning set forth in Section 2.1(i)(c).

“Haitong Noteholders”

means the holders of the Notes from time to time and as of the date of this Agreement are the investors listed in Part
I(C) of Exhibit A attached hereto.

“Haitong Specified Pre-money
Valuation”

means US$520 million, being the money valuation of the Company before any investment of Haitong into the
Company (subject to any adjustment as a result of any share splits, share consolidation, share dividends,
restructuring, merge, reclassification of shares, adjustment of capital structure, issuance of new shares or subscription
of options or the like).
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“Haitong Redemption Price”

has the meaning set forth in Section 5.3(i).

“Haitong Shareholders”

means the holders of Ordinary Shares which were converted from the Notes pursuant to the terms and conditions
thereof from time to time.

“Hong Kong”

means the Hong Kong Special Administrative Region of the PRC.

“HK Company”

has the meaning set forth on Part III of Exhibit A attached hereto.

“Indirect Founder Restricted
Shares”

has the meaning set forth in Section 4.1(ii).

“Investor Directors”

has the meaning set forth in Section 3.1(i).

“Investors”

has the meaning set forth in the preamble hereof.

“IRR”

means an annual compounded, cumulative internal rate of return that produces a net present value of all cash flows
(positive and negative) from an investment equal to zero.

“Issuance Notice”

has the meaning set forth in Section 3.1(ii)(a).

“Issuance Notice of New Notes”

has the meaning set forth in Section 3.1(ii)(a).

“Issuance Notice of New Shares” has the meaning set forth in Section 3.1(ii)(a).
“Key Founder”

has the meaning set forth on Part II of Exhibit A attached hereto.

“Key Founder Holdcos”

shall mean the Founder Holdco 1, the Founder Holdco 3, the Founder Holdco 4, the Founder Holdco 5 and the
Domestic Holdco 1 and the Domestic Holdco 2 collectively.

“Liquidation Event”

means any of the following events:
(i) the liquidation, dissolution or winding-up of any Group Company;
(ii) the sale or other disposition of all or the majority of, or substantially all or the majority of the assets or
properties of the Group Companies taken as a whole or the exclusive licensing of all or substantially all of the
Group Companies’ intellectual properties taken as a whole; or
(iii) the acquisition of the equity interests of the Company (whether by a sale of equity, merger or consolidation) in
which in excess of 50% of the Company’s voting power outstanding before such transaction is transferred.

“Major Subsidiary”

has the meaning set forth in the preamble hereof.

“Memorandum and Articles”

means the Company’s Memorandum and Articles of Association, as may be amended and/or restated from time to
time.
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“New Notes”

means any options, warrants and other securities convertible into, or exchangeable or exercisable for (at
any time or upon the occurrence of any event or contingency and without regard to any vesting or other
conditions to which such securities may be subject) issued after the Closing, except for:
(i)

any option to acquire any Ordinary Shares, issued to employees, officers, consultants or directors
of the Company pursuant to the ESOP and as approved by the Board (including the affirmative
vote of the Cashcapital Director and the Haitong Director);

(ii)

the Warrant Notes issued pursuant to the Section 2.3 of the Notes Purchase Agreement; or

(iii) Equity Securities issued for the purpose of obtaining financing or financial leasing by financial
institutions or financing for the equipment and acquisition or merger for another companies as
approved by the Board (including the affirmative vote of the Cashcapital Director and the Haitong
Director).
“New Shares”

means any Shares of the Company issued after the Closing, except for:
(i)

Ordinary Shares issued to employees, officers, consultants or directors of the Company pursuant to
the ESOP and as approved by the Board (including the affirmative vote of the Cashcapital Director
and the Haitong Director);

(ii)

Ordinary Shares issued upon conversion of the Preferred Shares or the Notes;

(iii) share dividend paid to all Shareholders (including the Preferred Shareholders) in proportion to
their shareholding percentage;
(iv) Shares issued in connection with any share split, share dividend, capital reorganization, or similar
transaction of the Company that does not change the relative shareholding percentage of the
Shareholders;
(v)

Ordinary Shares issued in the Qualified IPO;

(vi) Ordinary Shares issued upon the exercise or conversion of any Equity Securities issued prior to the
Closing; or
(vii) Ordinary Shares issued for the purpose of obtaining financing or financial leasing by financial
institutions or financing for the equipment and acquisition or merger for another companies as
approved by the Board (including the affirmative vote of the Cashcapital Director and the Haitong
Director).
“Notes”

means the convertible notes issued pursuant to the Notes Purchase Agreement and for the purpose of this
Agreement shall include the warrant notes issued pursuant to Section 2.3 of the Notes Purchase
Agreement.

“Notes Purchase Agreement”

has the meaning set forth in the recitals hereof.

“Observer”

has the meaning set forth in Section 2.2.

“Offered Shares”

has the meaning set forth in Section 1.1 of Exhibit E attached hereto.
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“Options”

means any options to purchase or rights to subscribe for Ordinary Shares, or other securities by their
terms convertible into or exchangeable for Ordinary Shares, or options to purchase or rights to
subscribe for such convertible or exchangeable securities.

“Ordinary Investors”

means the investors set forth in Part I(B) of Exhibit A attached hereto.

“Ordinary Majority”

means the Founder Parties holding at least 50% of the outstanding Ordinary Shares.

“Ordinary Shares”

means the Company’s Ordinary Shares, par value US$0.001 per share.

“Ordinary Shareholders”

means the Shareholders, excluding the Investors, holding certain number of Ordinary Shares.

“Other Shareholders”

have the meaning set forth in Part IV of Exhibit A attached hereto.

“Original A1 Ordinary Share Purchase Price”

means in respect of the A1 Ordinary Investor, US$ 17.04042, as appropriately adjusted for any share
split, share division, share combination, share dividend, additional share issuances or similar events.

“Original A2 Ordinary Shares Purchase
Price”

means in respect of the A2 Ordinary Investor, US$ 23.52222, as appropriately adjusted for any share
split, share division, share combination, share dividend, additional share issuances or similar events.

“Overallotment New Notes”

has the meaning set forth in 3.1(ii)(c).

“Overallotment New Shares”

has the meaning set forth in 3.1(ii)(c).

“Party”

have the meaning set forth in the preamble hereof.

“Person”

shall be construed as broadly as possible and shall include an individual, a partnership (including a
limited liability partnership), a company, an association, a joint stock company, a limited liability
company, a trust, a joint venture, a legal person, an unincorporated organization and a governmental
authority.

“PFIC”

has the meaning set forth in Section 5.5(ii).

“PFIC Shareholder”

has the meaning set forth in Section 5.5(iv).

“PRC”

means the People’s Republic of China, but solely for the purposes of this Agreement, excluding the
Hong Kong Special Administrative Region, the Macau Special Administrative Region and the islands
of Taiwan.

“Preemptive Right”

has the meaning set forth in Section 3.

“Preferred Majority”

has the meaning set forth in Section 2.6.

“Preferred Shares”

means, the Series A Preferred Shares.

“Preferred Shareholder”

means the holders of the Preferred Shares.

“Principal Amount”

has the meaning set forth in Section 5.3(i).

“Prospective Purchaser”

has the meaning set forth on Section 1.1 of Exhibit E attached hereto.

“Preferred Share Purchase Price”

means RMB 49.04, as appropriately adjusted for any share split, share division, share combination,
share dividend or similar events.
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“Qualified IPO”

means (a) an initial public offering of the Company on The New York Stock Exchange, NASDAQ,
Hong Kong Stock Exchange or such other reputable stock exchange approved by the Board (including
the affirmative vote of the Cashcapital Director and the Haitong Director (if applicable)) and
(b) following which (i) the shares of the Company are traded in a freely convertible currency and (ii)
the shares of the Company held by the Investors can gain full liquidity after the expiration of any
lock-up period; provided that, notwithstanding the above, where the lock-up period with respect to the
shares of the Company held by the Investors is or may be for an indefinite term, such initial public
offering and listing shall not be deemed to be a Qualified IPO.

“Redemption Reminder Notice”

has the meaning set forth in Section 5.3(i).

“Right Holder”

has the meaning set forth on Section 1.2(i) of Exhibit E attached hereto.

“Right of Co-Sale”

has the meaning set forth on Section 2.1 of Exhibit E attached hereto.

“Right of First Refusal”

has the meaning set forth on Section 1.2 of Exhibit E attached hereto.

“ROFR Option Period”

has the meaning set forth on Section 1.2 of Exhibit E attached hereto.

“Second Participation Notice of New Notes”

has the meaning set forth in Section 3.1(ii)(c).

“Second Participation Notice of New Shares”

has the meaning set forth in Section 3.1(ii)(c).

“Second Participation Period of New Shares”

has the meaning set forth in Section 3.1(ii)(c).

“Series A Preferred Shares”

means the Company’s series A preferred shares, of par value US$0.001 each.

“Shares”

means the Ordinary Shares and the Preferred Shares.

“Shareholders”

means the holder of the Shares.

“Signing Date”

has the meaning set forth in the preamble hereof.

“Strategic Investor”

means any strategic investor that is approved by the Board including the Cashcapital Director and the
Haitong Director.

“Transaction Documents”

means the Notes Purchase Agreement, the Notes Certificates (together with the terms and conditions),
the Warrant Notes Certificates (together with the terms and conditions), the Memorandum and Articles,
the deeds of adherence and other agreements, instruments, certificates executed or entered into pursuant
to or in connection with the Notes Purchase Agreement.

“Transfer Notice”

has the meaning set forth in Section 1.1 of Exhibit E attached hereto.

“Transferor”

has the meaning set forth in Section 1.1 of Exhibit E attached hereto.

“U.S.”

means the United States of America.

“US$”

means the lawful currency of the United States of America.

“WFOEs”

has the meaning set forth on Part III of Exhibit A attached hereto.
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NOTES PURCHASE AGREEMENT
THIS NOTES PURCHASE AGREEMENT (this “Agreement”) is entered into on 19 April 2017 (the “Signing Date”) by and among:
(1)

UCLOUDLINK GROUP INC., an exempted company duly incorporated with limited liability and validly existing under the laws of Cayman
Islands (the “Company”),

(2)

the parties set forth in Part I of Exhibit A attached hereto (the “Investors”, and each an “Investor”),

(3)

the parties set forth in Part II of Exhibit A attached hereto (the “Founder Parties”, and each a “Founder Party”), and

(4)

the parties set forth in Part III of Exhibit A attached hereto (the “Major Subsidiaries”, and each a “Major Subsidiary”).

The Company, the Founder Parties and Major Subsidiaries are collectively referred to as the “Covenantors”, each, a “Covenantor”. The forgoing parties
are collectively referred to as the “Parties”, and each, a “Party”.
RECITALS
A. The Investors desire to purchase from the Company, and the Company desires to issue to the Investors, certain convertible promissory notes of an
aggregate principal amount of US$55,000,000 in the form attached hereto as Part III of Exhibit G (the “Notes”), pursuant to the terms and subject to the
conditions of this Agreement.
B. The Parties desire to enter into this Agreement and make the respective representations, warranties, covenants and agreements set forth herein.
AGREEMENT
NOW, THEREFORE, in consideration of the foregoing recitals, the mutual promises hereinafter set forth, and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties hereby agree as follows:
1.

DEFINITIONS AND INTERPRETATION
1.1

Definitions. Unless otherwise defined in this Agreement, capitalized terms used in this Agreement shall have the meanings set forth in
Exhibit B.

1.2

Interpretation. For all purposes of this Agreement, except as otherwise expressly provided:

(i)

the defined terms shall have the meanings assigned to them in its definition and include the plural as well as the singular, and pronouns of
either gender or neuter shall include, as appropriate, the other pronoun forms;
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2.

(ii)

all references in this Agreement to designated “Sections” and other subdivisions are to the designated Sections and other subdivisions of
the body of this Agreement unless explicitly stated otherwise, and all references in this Agreement to designated exhibits are to the exhibits
attached to this Agreement unless explicitly stated otherwise;

(iii)

the schedules and exhibits to this Agreement form part of this Agreement;

(iv)

the words “herein”, “hereof”, and “hereunder” and other words of similar import refer to this Agreement as a whole and not to any
particular Section or other subdivision;

(v)

a time of the day is a reference to the time in Hong Kong;

(vi)

the word “knowledge” means, with respect to a person’s “knowledge”, the actual knowledge of such person and that knowledge which
should have been acquired by it after making due inquiry;

(vii)

the titles of the sections and subsections of this Agreement are for convenience of reference only and are not to be considered in construing
this Agreement;

(viii)

unless otherwise specified herein, the obligations and liabilities and the titles, interests, rights and claims of one Investor arising from or in
relation to this Agreement are independent and several from those of the other Investor.

(ix)

any reference in this Agreement to any “Party” or any other Person shall be construed so as to include its successors in title, permitted
assigns and permitted transferees;

(x)

any reference in this Agreement to any agreement or instrument is a reference to that agreement or instrument as amended or novated;

(xi)

(xi) this Agreement is jointly prepared by the Parties and should not be interpreted against any Party by reason of authorship;

(xii)

any reference to a “certified” copy to be provided by a Covenantor shall refer to a copy of document certified by the Covenantor, any of its
company secretary or directors as true, complete copy of the original document;

(xiii)

a “subsidiary” and a “holding company” of a company shall each have the meaning given to it in the Companies Ordinance of the laws of
Hong Kong; and

(xiv)

a statutory provision includes a reference to the statutory provision as modified from time to time and any implementing regulations made
from time to time under the statutory provision (as so modified).

TRANSACTIONS
2.1

Purchase and Sale of the Notes. Subject to the terms and conditions of this Agreement, at the Closing Date, the Company shall issue and
sell to the Investors the Notes in the aggregate principal amount of US$55,000,000 (the “Purchase Price”), and each Investor shall,
severally and not jointly, purchase from the Company its portion of the Notes at a purchase price as set forth opposite such Investor’s name
on Part I of Exhibit A hereof. Subject to the terms of the Notes Certificates, interest at the rate of 8% per annum (the “Interest”) will accrue
on the Notes outstanding shall be due and payable by the Company on each interest payment date (the “Interest Payment Date”), which
shall be the last Business Day in every six (6) Months from and including the Closing Date.
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2.2

Warrant. Subject to the terms and conditions of this Agreement, the Company hereby grant the Investors or their designee(s) (the “Warrant
Notes Holders”, each a “Warrant Notes Holder”) a warrant (the “Warrant”), by which each of the Warrant Notes Holders shall have the
right but not obligation to purchase certain convertible promissory notes up to the aggregate principal amount of US$15,000,000 (the
“Warrant Notes”, and each, the “Warrant Note”) before May 31,2017 (the “Warrant Period”), on terms and conditions (the “Warrant Notes
Terms and Conditions”) consistent and substantially the same with those set forth herein and in the Notes. Subject to the terms of the
Warrant Notes, Interest will accrue on the Warrant Notes outstanding shall be due and payable by the Company on each Interest Payment
Date falling after the Closing Date of the Warrant Notes. If any Warrant Notes Holder intends to purchase the Warrant Notes, it shall
execute and deliver a duly executed notice (the “Notice of Exercise”) set forth in Part IV of Exhibit G to the Company and the Company
shall issue the Warrant Notes in the form set forth in Part V of Exhibit G to the relevant Warrant Notes Holder within there (3) days after
its receipt of the Notice of Exercise. For the avoidance of doubt, any reference to the “Notes” under this Agreement shall include the
Warrant Notes after the Warrant Notes have been issued to the Warrant Notes Holders. Further, the provisions of this Agreement (where
applicable) shall apply to the issue of the Warrant Notes mutatis mutandis and as if: (a) any reference herein to the “Investor” shall be
reference to the “Warrant Notes Holders”, (b) any reference herein to the “Notes” shall be reference to the “Warrant Notes”, (c) any
reference herein to the “Closing” shall be reference to the closing of the issue of the Warrant Notes, (d) any reference herein to the
“Closing Conditions” shall be reference to the Closing Conditions with respect to the issue of the Warrant Notes; (e) any reference to the
“Notes Terms and Conditions” shall be reference to the “Warrant Notes Terms and Conditions”; and any reference to an “Interest Payment
Date” of the Notes shall be reference to an “Interest Payment Date” of the Warrant Notes. The Investors shall procure the Warrant Notes
Holders who are designees of the Investors shall execute and deliver to the Company a Deed of Adherence in the form set forth in Part VII
of EXHIBIT G hereof, upon the Closing of the issue of the Warrant Notes. The Company shall procure the Warrant Notes Holders who are
designees of the Investors shall execute and deliver to the Company a Deed of Accession in the form set forth in Exhibit G of the
Shareholders’ Agreement on the closing of the issue of the Warrant Notes. Except as waived by the Investors, the Company shall submit
the same Closing Deliverables set forth in Section 3.2 upon the Closing of the transaction of the Warrant Notes.
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3.

2.3

Additional Issuance.

(i)

Without prejudice to the rights and privileges of the Investors provided under this Agreement and other Transaction Documents, except the
Additional Equity Securities set forth as below, the Company shall be entitled to issue extra convertible promissory notes or bonds (the
“Extra Notes”) to one or more potential investors. Each Investor shall have the right to purchase certain portion of such Extra Notes up to
its pro rata share of the total outstanding Equity Securities (as defined below) of the Company (assuming the Notes and Warrant Notes held
by the Investors have been fully converted) under the same pre-money valuation and on the same price, terms and conditions that the
Company may propose to sell or issue such Extra Notes to the potential investors.

(ii)

Notwithstanding the forgoing, at any time on or before 31st December 2017, the Company shall have right to issue certain Equity
Securities in the aggregate principal amount of not more than US$80,000,000 (the “Additional Equity Securities”) on terms and conditions
not more favorable than those set forth under this Agreement and other Transaction Documents to other investor(s) except the Investors.
The Investors shall waive the preemptive right to purchase or subscribe for such Additional Equity Securities. Within three (3) days after
issue of Additional Equity Securities, the Company shall provide the Investors each with a certified true copy of updated Capitalization
Tables set forth in the Part I of Exhibit C reflecting the issuance of the Additional Equity Securities.

CLOSING
3.1

Closing Date. The consummation of the purchase and sale of the Notes (the “Closing”) shall take place at such time and place as the
Company and the Investors shall mutually agree on the date of the closing (the “Closing Date”), which shall be on the Business Day
immediately after all Closing Conditions have been satisfied or waived (except for such Closing Conditions that will be satisfied or waived
at the Closing) or such other day e as the Company and the Investors shall mutually agree .

3.2

Procedure.

(i)

Closing Deliverables. At the Closing, the Company shall deliver (or cause to be delivered by the Founders) to each of the Investors the
following documents, each in form and substance to the reasonable satisfaction of the Investors: (a) the Notes Certificate representing the
Notes being purchased by the Investor hereunder that are duly executed by the Company; (b) a certified true copy of the duly signed
resolutions of the directors and shareholders of the Company or any Covenantor (if applicable) approving among other things, (1) the issue
of the Notes and the Notes Certificates by the Company to the Investor; (2) the issue of the Warrant Notes and the Warrant Notes
Certificates by the Company to the Investor; (3) the execution of the Transaction Documents to which the Company or any Covenantor is a
party; and (4) the transactions contemplated under the Transaction Documents; (c) a certified true copy of the register of the holders of the
Notes of the Company in the form set forth in Part VI of Exhibit G hereof ; (d) facsimile or electronic copies of the counterparts of each
Transaction Document duly executed by all the parties named therein; (e) a compliance certificate (the “Compliance Certificate”), dated
the Closing Date and signed by each of the Covenantors certifying that, except for such Closing Conditions being waived, all the Closing
Conditions specified in Section 5.1 have been fulfilled as of the Closing or prior to the Closing, that there shall have been no Material
Adverse Effect since the Signing Date and that each document provided by the Covenantor pursuant to this Section 3.2(i) or Section 5.1 is
complete, correct and in full force and effect as at the date of such document and at the Closing Date; (f) legal opinions issued by each of
the Hong Kong legal counsel, BVI legal counsel, Cayman Islands legal counsel and PRC legal counsel, dated as of the Closing Date and
addressed to the Investors; and (g) the signature specimen of each of the Covenantors and the Group Companies.
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(ii)

Payment. Subject to waiver of the Investors, upon the satisfaction of all the Closing Conditions set out in Section 5.1 and against delivery
of each of the items set out in Section 3.2(i), each Investor shall pay its respective portion of the Purchase Price set forth in Part I of
Exhibit A in full by wire transfer of immediately available funds to the following bank account designated by the Company:

Bank Name:

*****

Bank Location:

*****

Swift Code (for non-U.S. Banks):

*****

Account Number:

*****

Name of Account Holder:

*****

As soon as an Investor has remitted its payment of Purchase Price in full to the designated bank account of the Company, the Investor shall
be deemed to have fully performed its payment obligation in relation to the Notes and, as the case may be, the Warrant Notes pursuant to
the terms of this Agreement.
4.

REPRESENTATIONS AND WARRANTIES
4.1

Representations and Warranties of Covenantors. Subject to such exceptions as may be specifically set forth in the Disclosure Schedule set
forth in Exhibit E (the “Disclosure Schedule”), each of the Covenantors hereby, jointly and severally, represents and warrants to the
Investors that each of the statements set forth in Exhibit D attached hereto (the “Covenantor Representations and Warranties”) is true,
correct, complete and not misleading as of the Signing Date and (except for the Covenantor Representations and Warranties expressed to
be given on a specific date or for a specific range of time) will continue to be true, correct and complete and not misleading on each of the
Closing Dates of the Notes and the Warrant Notes and each Interest Payment Date of the Notes and the Warrant Notes.
7

5.

4.2

Representations and Warranties of the Investors. Each of the Investors hereby, severally and not jointly, represents and warrants to the
Covenantors that the representations and warranties set forth in this Section 4.2 (the “Investor Representations and Warranties”) are true
and correct as of the Signing Date and will be true and correct as of the Closing Date in all material respects on the Closing Date:

(i)

Due Organization. The Investor is duly incorporated, organized, validly existing and in good standing (or equivalent status in the relevant
jurisdiction) under the laws of the jurisdiction of its incorporation or organization.

(ii)

Authorization. The Investor has all requisite power, authority and capacity to enter into the Transaction Documents to which it is a party,
and to perform its obligations hereunder and thereunder. Each Transaction Document to which the Investor is a party has been duly
authorized, executed and delivered by the Investor. Each Transaction Document to which the Investor is a party, when executed and
delivered by the Investor, will constitute valid and legally binding obligations of it, enforceable against it in accordance with its terms.

CONDITIONS
5.1

Closing Conditions. The obligation of the Investors to purchase the Notes and pay the Purchase Price on the Closing Date is subject to the
satisfaction, or waiver by the Investors, of each of the following conditions on or before the Closing Date (the “Closing Conditions”) :

(i)

Representations and Warranties. The Covenantor Representations and Warranties shall be true and correct and complete in all material
respects as of the Signing Date and as of the Closing Date, with the same force and effect as if they were made on and as of such date.

(ii)

Performance of Obligations. Each Covenantor shall have performed and complied with all agreements, obligations and conditions that are
required by the Transaction Documents to be performed or complied with by it on or before the Closing.

(iii)

Proceedings and Documents. All corporate and other proceedings in connection with the Transaction Documents and all documents and
instruments incident to such transactions shall be completed and in substance and form reasonably satisfactory to the Investors.

(iv)

Approvals. All consents which are required to be obtained by each Covenantor, including but not limited to approvals from shareholders
and board of each Group Company, and consent from third parties (if necessary) in connection with the consummation of the transactions
contemplated under this Agreement and the other Transaction Documents shall have been duly obtained prior to and be effective as of the
Closing and evidence thereof shall have been delivered to the Investors.

(v)

No Material Adverse Effect. Nothing which has a material adverse effect (the “Material Adverse Effect”) on any of the following aspects
of the Company or any Covenantor has occurred or continued: (a) the validity or enforceability of any of the Transaction Documents,
(b) the business, operations, assets, liabilities, property, condition (financial or otherwise) or prospects of the Company or any other
Covenantor taken as a whole; (c) the ability of any Covenantor to perform its obligations under any of the Transaction Documents; (iv) the
rights and remedies of the Investors under any of the Transaction Documents. Without prejudice to and limiting the generality of any of the
foregoing, any adverse effect resulting in any loss, directly or indirectly, of at least US $10,000,000 or its equivalent, to the Company, any
Covenantor and/or any other Group Company shall be deemed to constitute a Material Adverse Effect
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(vi)

Approval of the A2 Financing Documents. The execution of A2 Financing Documents by the Company shall have been duly approved by
its shareholders in accordance with the constitutional documents of the Company and the Applicable Laws.

(vii)

Entrusted Holding Agreements. Any person who are entrusted by the Company to hold or control all or part of the legal and beneficial
interests in UCLOUDLINK (UK) Co. Ltd (the “UK Company”) and Ucloudlink (Benelux) BVBA (the “Belgium Company”) shall have
each duly executed the entrusting holding agreement(s) with the Company, which shall be delivered to the Investors to its satisfaction.

(viii)

Update of Control Documents. The Control Documents (as defined below) shall have been updated and duly executed by and among the
related parties therein.

(ix)

No Event of Default under the Notes. There shall not have occurred any event that would (had the Notes already been issued) constitute an
Event of Default (as defined in the Notes Terms and Conditions).

(x)

Legal Opinion. The Investors shall have received a PRC legal opinion, a Hong Kong legal opinion, a BVI legal opinion and a Cayman
legal opinion, dated as of the Closing Date and addressed to the Investors, each in form and substance reasonably satisfactory to the
Investors.

(xi)

Due Diligence. The Investors’ due diligence investigation of the Company shall have been completed to their reasonable satisfaction.

(xii)

Amendment of the articles of association of the Existing HK Company. The articles of association of the Existing HK Company, duly
amended to the Investors’ reasonable satisfaction, shall have been adopted in accordance with the constitutional documents of the Existing
HK Company and the Applicable Laws and shall be properly filed with the relevant Government Authority.

5.2

The Covenantors shall procure the fulfillment of all the conditions set out in Section 5.1 in respect of which it has responsibility for
satisfaction as soon as possible after the Signing Date and in any event no later than 30 September 2017 (the “Long Stop Date”, which may
be extended upon mutual agreement of the Company and the Investors).
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6.

5.3

Subject to Applicable Laws, each of the Covenantors shall provide the Investors with such information as the Investors may reasonably
request concerning satisfaction of the Closing Conditions for which the relevant party is responsible (if any), including: (i) giving the
opportunity to comment on drafts of documents to be filed, submitted or lodged with any Government Authority and taking into account
any such reasonable comments; (ii) providing copies of all material correspondence and documents filed, submitted or lodged with any
Government Authority. Notwithstanding the foregoing, no party shall be required to disclose any information that, in its reasonable
opinion, is commercially sensitive and not material to the approval or consent being sought, or that relates to other businesses and assets
not being sold pursuant to this Agreement.

5.4

Each of the Covenantors shall give written notice to the Investors of the satisfaction of each Closing Condition in respect of which it has
responsibility for satisfaction under Section 5.1 together with a complete copy of the relevant approval, notice or confirmation evidencing
satisfaction of the relevant Closing Condition within three (3) Business Days of becoming aware of the same. If, at any time, any of the
Covenantors becomes aware of any fact or circumstance that might prevent any Closing Condition being satisfied on or before the Long
Stop Date, it shall immediately and in any event no later than 31st August 2017 inform the Investors after it becomes aware of such fact or
circumstance.

COVENANTS
6.1

Post-Closing Covenants. As soon as practicable after the Closing, each of the Covenantors shall use its best efforts to complete the
covenants as set forth in Exhibit F (the “Post-Closing Covenants List”) to the satisfaction of the Investors and, within three (3) Business
Days after completion of each such covenant, shall give written notice to the Investors with a complete copy of the relevant approval,
notice or confirmation evidencing satisfactory completion of the said covenant.

6.2

Corporate Governance. As soon as practicable after the Closing, the Covenantors shall procure that the Group Companies shall establish a
sound corporate governance and management system in respect of its business process and the related transactions to the satisfaction of the
Investors .

6.3

Use of Proceeds. The proceeds of the sale of the Notes shall be used for the business development of the Group Companies and operation
of the core and major business of the Group Companies.

6.4

Compliance with Applicable Law.

(i)

General. Except as specifically provided in this Agreement, each of the Group Companies shall, and each of the Covenantors shall procure
each of the Group Companies shall, , comply with all Applicable Laws in all material aspects, including but not limited to applicable PRC
government rules and regulations relating to business, lease, Intellectual Property, anti-monopoly, taxation, product quality, import and
export of commodities and foreign exchange including without limitation, the SAFE Rules and Regulations.

(ii)

Approvals, licenses and permits. Each of the Group Companies shall use its best efforts to obtain and maintain all necessary approvals,
licenses, permits or other governmental approval, required by the PRC or any other applicable governmental authorities, which are
necessary for its respective related business and operations as conducted now and in the future.
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(iii)

Anti-Corruption. Each of the Group Companies covenants that it shall not, and shall not permit any of its subsidiaries or Affiliates or any
of its or their respective directors, officers, managers, employees, independent contractors, representatives or agents to, promise, authorize
or make any payment to, or otherwise contribute any item of value to, directly or indirectly, any third party, including any non-U.S.
official, in each case, in violation of the FCPA, the U.K. Bribery Act, or any other applicable anti-bribery or anti-corruption law. Each of
the Group Companies further covenants that it shall, and shall cause each of its subsidiaries and Affiliates to, cease all of its or their
respective activities, as well as remediate any actions taken by such Group Company, its subsidiaries or Affiliates, or any of their
respective directors, officers, managers, employees, independent contractors, representatives or agents in violation of the FCPA, the U.K.
Bribery Act, or any Applicable Laws. Each of the Group Companies further covenants that it shall, and shall cause each of its subsidiaries
and Affiliates to, maintain systems of internal controls (including, but not limited to, accounting systems, purchasing systems and billing
systems) to ensure compliance with the FCPA, the U.K. Bribery Act, or any Applicable Laws.

6.5

Full Devotion; Non-Competition. Each of the Founders acknowledges that the agreement of the Investors to purchase Notes of the
Company in accordance with and subject to the terms of this Agreement is in reliance of the representation of the Founders that, for so
long as any of the Notes or the Warrant Notes are outstanding, they will offer continued and exclusive services to the Group Companies
and they will make full devotion and commitment to the Group Companies.

6.6

Intellectual Property Protection. The Group Companies shall, and the Founders shall cause the Group Companies to, make all reasonable
efforts to protect the Intellectual Property of the Group Companies in accordance with the Applicable Laws.

6.7

Protective Provisions for the Investors. For so long as any of the Notes or the Warrant Notes remain outstanding, the Covenantors shall
ensure that without the prior written consent of the Investors each Group Company will not take or permit the taking of any of the actions
set forth in Exhibit H attached hereto.

6.8

No Event of Default. For so long as any of the Notes or the Warrant Notes remain outstanding, the Covenantors shall comply with the
Notes Terms and Conditions in all material respects and will not do or omit to do anything which may result in an Event of Default.
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6.9

Confidentiality.

(i)

Each Party shall, and shall cause any Person who is controlled by such Party to, keep confidential the existence and content of this
Agreement, the other Transaction Documents and any related documentation, the identities of any of the Parties, and other information of a
non-public nature received from any other Party or prepared by such Party exclusively in connection herewith or therewith (collectively,
the “Confidential Information”) except as the Company and the Investors shall mutually agree otherwise; provided, that any Party hereto
may disclose Confidential Information or permit the disclosure of Confidential Information (a) to the extent required by Applicable Laws
or the rules of any Government Authority (including an applicable stock exchange); provided that such Party shall, where practicable and
to the extent permitted by Applicable Laws, provide the other Parties with prompt written notice of that fact and use all reasonable efforts
to seek (with the cooperation and reasonable efforts of the other Parties) a protective order, confidential treatment or other appropriate
remedy; and in such event, such Party shall furnish only that portion of the information which is legally required to be disclosed and shall
exercise reasonable efforts to keep such information confidential to the extent reasonably requested by any such other Parties, (b) to its
officers, directors, employees, and professional advisors on a need-to-know basis for the performance of its obligations in connection
herewith so long as such Party advises each Person to whom any Confidential Information is so disclosed as to the confidential nature
thereof, (c) in the case of the Investors, to their auditors, counsel, directors, officers, employees, shareholders, partners or Investors, and (d)
to its current or bona fide prospective investors, investment bankers and any Person otherwise providing substantial debt or equity
financing to such Party so long as the Party advises each Person to whom any Confidential Information is so disclosed as to the
confidential nature thereof. For the avoidance of doubt, Confidential Information does not include information that (a) was already in the
possession of the receiving Party before such disclosure by the disclosing Party, (b) is or becomes available to the public other than as a
result of disclosure by the receiving Party in violation of this Section 6.9, or (c) is or becomes available to the receiving Party from a third
party who has no confidentiality obligations to the disclosing Party. The Parties shall not make any announcement regarding the
consummation of the transaction contemplated by this Agreement, other Transaction Documents and any related documentation in a press
release, conference, advertisement, announcement, professional or trade publication, marketing materials or otherwise to the general public
without the Investors’ prior written consent.

(ii)

The restrictions contained in Section 6.9 shall continue to apply after the termination of this Agreement and/or Closing for a period of
[one] year after the date of termination or the Closing of the Notes and, if applicable, the Warrant Notes (as the case may be).

6.10

Transaction Expenses. The Company shall pay all of the costs and expenses incurred by the Investors in connection with the negotiation,
execution, delivery and performance of the Transaction Documents and the transactions contemplated hereby and thereby (the
“Transaction Expenses”).

6.11

Update Capitalization Tables. Within [three Business Days] after any change of or in relation to the Equity Securities of the Company, the
Company shall provide the Investors each with a certified true copy of updated Capitalization Tables set forth in the Part I of Exhibit C
reflecting such change.
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7.

8.

INDEMNITIES
7.1

The Covenantors hereof undertake to jointly and severally fully indemnify the Investors, their officers, employees, assigns and transferees
and Affiliates (each an “Indemnitee” and collectively, the “Indemnitees”), and to keep them harmless from and against all losses, liabilities,
costs and damages (including without limitation legal costs) which may be suffered or incurred by any of them in connection with, arising
out of or as a result of any non-provision, breach or non-performance arising out or in relation to any of the certificates, representations,
warranties, covenants or agreements made or given by any or all of the Covenantors in or pursuant to this Agreement or any of the other
Transaction Documents.

7.2

If any Indemnitee believes that it has a claim that may give rise to an obligation of any Covenantor pursuant to this Section 7, it shall give
notice thereof to the Covenantors stating the basis on which such claim is being made, the material facts related thereto, and the amount of
the claim asserted. In the event of a third party claims against an Indemnitee in respect of a matter for which such Indemnitee seeks
indemnification from the Covenantors pursuant to this Section 7, no settlement shall be deemed conclusive with respect to the existence of
an indemnifiable loss or the amount of such indemnifiable loss unless such settlement is consented to by the Indemnitors in writing. Any
dispute related to this Section 7 shall be resolved pursuant to Section 8.3.

7.3

This Section 7 shall not be deemed to preclude or otherwise limit in any way the exercise of any other rights or pursuit of equitable
remedies (including but not limited to injunctive relief and/or specific performance) for the non-provision, breach of or non-performance
arising out or in relation to any of the certificates, representations, warranties, covenants or agreements made or given by the Covenantors
in or pursuant to this Agreement or any of the other Transaction Documents.

7.4

This Section 7 shall survive after the Closing until no Notes or Warrant Notes are outstanding and all obligations of the Covenantors under
the Transaction Documents have been fully performed and discharged.

MISCELLANEOUS
8.1

Termination; Survival

(i)

If the conditions set out in Section 5.1 are not fulfilled or waived by an Investor by the Long Stop Date, such Investor may, at its option,
within three (3) Business Days after the Long Stop Date, without prejudice to the rights of such Investor hereunder and under Applicable
Laws: (a) proceed to the Closing in respect of purchase of the Notes so far as practicable but subject to such conditions as such Investor
may determine at its sole discretion; or (b) terminate this Agreement in accordance with this Section 8.1.
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(ii)

The representations and warranties set out under Exhibit D hereof and any covenants and agreements of any Covenantor contained in or
made pursuant to this Agreement shall survive after Closing until the date when no Notes or Warrant Notes are outstanding and all
obligations of the Covenantors under the Transaction Documents have been fully performed and discharged, and such representations,
warranties, covenants and agreements shall in no way be affected by any due diligence or investigation of the subject matter thereof made
by or on behalf of the Investors and any facts which are known to the Investors at the time of this Agreement.

(iii)

Subject to Section 8.1(ii) above, if this Agreement is terminated pursuant to Section 8.1(i) above, this Agreement shall forthwith become
null and void, and there shall be no liability or obligation on the part of the Investors (or any of its representatives or affiliates) under this
Agreement or in connection with the transactions contemplated hereby, except that such termination shall not relieve any Covenantor from
liability hereunder arising from or in relation to antecedent breach of any representation or warranty contained herein or any breach of any
covenant or agreement contained herein.

8.2

Conflicts. In the event of any conflict or inconsistency between any term of this Agreement and any term of the Shareholders’ Agreement
or the Memorandum and Articles, the terms of this Agreement shall prevail in all respects.

8.3

Governing Law. This Agreement shall be governed by and construed under the laws of Hong Kong, without regard to principles of conflict
of laws thereunder.

8.4

Dispute Resolution.

(i)

Each Party agrees that any legal action or proceeding arising out of or relating to this Agreement may be brought in the courts of Hong
Kong and irrevocably submits to the non-exclusive jurisdiction of such courts.

(ii)

This Section 8.4 is for the benefit of the Investors only. Nothing herein shall limit the right of the Investors to commence any legal action
against any Covenantor and/or its property in any other jurisdiction or to serve process in any manner permitted by Applicable Laws, and
the taking of proceedings in any jurisdiction shall not preclude the taking of proceedings in any other jurisdiction whether concurrently or
not.

(iii)

Each Covenantor irrevocably and unconditionally waives any objection which it may now or hereafter have to the choice of Hong Kong as
the venue of any legal action arising out of or relating to this Agreement and any claim that any such legal action has been brought in an
inconvenient or inappropriate forum. Each Covenantor also agrees that a final judgment against it in any such legal action shall be final
and conclusive and may be enforced in any other jurisdiction, and that a certified or otherwise duly authenticated copy of the judgment
shall be conclusive evidence of the fact and amount of its indebtedness.

(iv)

Each Covenantor consents generally in respect of any proceedings to the giving of any relief or the issue of any process in connection with
such proceedings including the making, enforcement or execution against any property whatsoever (irrespective of its use or intended use)
of any governmental order which may be made or given in such proceedings.
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(v)

To the extent that each Covenantor may now or hereafter be entitled, in any jurisdiction in which proceedings may at any time be
commenced with respect to this Agreement, to claim for itself or its assets any immunity (sovereign or otherwise) from suit, jurisdiction of
any court, attachment prior to judgment, attachment in aid of execution of a judgment, execution of a judgment or from set off, banker’s
lien, counterclaim or any other legal process or remedy with respect to its obligations under this Agreement and/or to the extent that in any
such jurisdiction there may be attributed to such Covenantor, any such immunity (whether or not claimed), such Covenantor hereby, to the
fullest extent permitted by Applicable Law, irrevocably agrees not to claim, and hereby to the fullest extent permitted by Applicable Laws
waive, any such immunity.

8.5

Notices.

(i)

Format of Notices: All notices, requests, claims, demands and other communications hereunder shall be in writing and shall be given or
made (and shall be deemed to have been duly given or made upon receipt) by delivery in person, by an internationally recognized
overnight courier service, by facsimile or registered mail (postage prepaid, return receipt requested), or by e-mail to the respective Parties
at the addresses or e-mail addresses set forth in Part IV of Exhibit A (or at such other address for a Party as shall be specified in a notice
given in accordance with this Section 8.5).

(ii)

Deemed delivery of notice
Unless there is evidence that it was received earlier, a notice is deemed to have been duly given if: (a) delivered personally, when left at the
address specified in Section 8.5(i); (b) sent by a courier, at 5:00 p.m. local time in the place of receipt on the 3rd Business Day after (but
excluding) the date of posting (at the place of posting); (c) if given or made by facsimile, immediately after it has been despatched with a
confirmation that all pages have been transmitted except where despatch is not on a Business Day; or (d) sent by e-mail, at the time the
e-mail is sent unless the sender receives a notice notifying him that the e-mail has not been delivered.
Notwithstanding the foregoing a notice that is deemed to be received after 5:00 p.m. local time at the place of receipt on any day, or on a
day which is not a Business Day, shall be deemed to be received at 9:00 a.m. local time at the place of receipt on the next Business Day.

(iii)

Proof of service
In proving service of a communication, it shall be sufficient to show that delivery by hand was made or that the envelope containing the
communication was properly addressed and posted as a pre-paid letter or that the facsimile transmission was despatched and a
confirmatory transmission report or other acknowledgment of good receipt was received.
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8.6

Process Agent. Each of the Covenantors (other than HK Company and Existing HK Company) irrevocably appoints the Existing HK
Company whose address set forth on Part III of Exhibit A as its agent to accept service of legal process on its behalf. Service of legal
process upon the process agent of any of the aforesaid Covenantors shall be deemed completed whether or not such legal process is
forwarded to or received by such Covenantor. Each of the aforesaid Covenantors hereby irrevocably agrees that if its process agent ceases
to have an address in Hong Kong or ceases to act as its process agent it shall appoint a new process agent in Hong Kong acceptable to the
Investors and will deliver to the Investors within fifteen (15) days a copy of a written acceptance of appointment by the process agent. If at
any time any of the aforesaid Covenantors appoints a new process agent it shall give notice to the Investors of such appointment and until
such time service on the process agent last known to the Investors shall be deemed to be effective service.

8.7

Taxation Matters. The Parties agree that any tax imposed by any Government Authority of Hong Kong (“Hong Kong Tax”) as a result of or
arising from the execution and performance of the Transaction Documents shall be borne by the Investors and the Company in equal
shares. Any tax, other than Hong Kong Tax, imposed by any Government Authority as a result of or arising from the execution and
performance of the Transaction Documents shall be borne by the Company in full and the Investors shall not be liable for any such tax.

8.8

Successors and Assigns. Except as otherwise provided herein, the terms and conditions of this Agreement shall inure to the benefit of and
be binding upon the respective successors and assigns of the Parties whose rights or obligations hereunder are affected by such terms and
conditions. This Agreement, and the rights and obligations hereunder, shall not be assigned without the mutual written consents of the
Investors and the Company; provided that any Investor may assign its rights and obligations to a transferee of the Notes at any time
without consent of the other Parties under this Agreement and shall procure such transferee or the assignee to execute and deliver to the
Company a Deed of Adherence in the form set forth in Part VII of EXHIBIT G hereof upon the completion of such transfer.

8.9

Severability. In case any provision of the Agreement shall be invalid, illegal or unenforceable, the validity, legality and enforceability of
the remaining provisions shall not in any way be affected thereby. If, however, any provision of this Agreement shall be invalid, illegal, or
unenforceable under any such Applicable Law in any jurisdiction, it shall, as to such jurisdiction, be deemed modified to conform to the
minimum requirements of such law.

8.10

Waiver and Amendment. This Agreement may only be amended or modified with an instrument in writing signed by the Company and the
Investors; provided that any Party may (i) extend the time for the performance of any of the obligations or other acts of another Party,
(ii) waive any inaccuracies in the representations and warranties of another Party contained herein or in any document delivered by another
Party pursuant hereto or (iii) waive compliance with any of the agreements of another Party or conditions to such Party’s obligations
contained herein. Any such extension or waiver shall be valid only if set forth in an instrument in writing signed by the Party to be bound
thereby. Any waiver of any term or condition shall not be construed as a waiver of any subsequent breach or a subsequent waiver of the
same term or condition, or a waiver of any other term or condition of this Agreement. The failure of any Party to assert any of its rights
hereunder shall not constitute a waiver of any of such rights. The rights and remedies herein are cumulative and not exclusive or any rights
or remedies provided by law.
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8.11

Entire Agreement. This Agreement constitutes the entire agreement of the Parties with respect to the subject matter hereof and supersede
all prior agreements and undertakings, both written and oral, among the Parties with respect to the subject matter hereof and thereof.

8.12

Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be deemed an original, but all of which
together shall constitute one and the same instrument.
{The remainder of this page has been left intentionally blank}
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IN WITNESS WHEREOF, the Parties have duly executed this Notes Purchase Agreement as of the date first above written.
UCLOUDLINK GROUP INC.
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Director
UCLOUDLINK(HK) LIMITED
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Director
Beijing Ucloudlink Technology Limited
(北京优克云联科技有限公司)
By:

/s/ Wen Gao
Name: Wen Gao
Title: Legal Representative
[common seal]

Shenzhen Ucloudlink Technology Limited
(深圳优克云联科技有限公司)
By:
/s/ Zhigang Du
Name: Zhigang Du
Title: Legal Representative
[common seal]
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IN WITNESS WHEREOF, the Parties have duly executed this Notes Purchase Agreement as of the date first above written.
SHENZHEN UCLOUDLINK NEW
TECHNOLOGY CO., LTD
(深圳市优克联新技术有限公司)
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Legal Representative
[common seal]
BEIJING UCLODLINK
TECHNOLOGY CO., LTD
(北京优克联技术有限公司)
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Legal Representative
[common seal]
HONGKONG UCLOUDLINK
NETWORK TECHNOLOGY
LIMITED(香港优克网络技术有限公司)
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Director
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IN WITNESS WHEREOF, the Parties have duly executed this Notes Purchase Agreement as of the date first above written.
TALENT WITS LIMITED
By:
/s/ Wen Gao
Name: Wen Gao (高文)
Title: Director
FAIRY MIND LIMITED
By:
/s/ Zhongqi Kuang
Name: Zhongqi Kuang (况忠琪)
Title: Director
FUN BOX LIMITED
By:
/s/ Chaohui Chen, Zhiping Peng
Name: Chaohui Chen, Zhiping Peng
Title: Director
MEDIAPLAY LIMITED
By:
/s/ Chaohui Chen
Name: Chaohui Chen (陈朝晖)
Title: Director
ALPHAGO ROBOT LIMITED
By:
/s/ Zhiping Peng
Name: Zhiping Peng (彭智平)
Title: Director
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IN WITNESS WHEREOF, the Parties have duly executed this Notes Purchase Agreement as of the date first above written.
WEN GAO(高文)
/s/ Wen Gao
CHAOHUI CHEN(陈朝晖)
/s/ Chaohui Chen
ZHIPING PENG(彭智平)
/s/ Zhiping Peng
ZHONGQI KUANG(况忠琪)
/s/ Zhongqi Kuang
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IN WITNESS WHEREOF, the Parties have duly executed this Notes Purchase Agreement as of the date first above written.
HAITONG ASSET MANAGEMENT (HK) LIMITED
(acting on behalf of and for the account of HAITONG
FREEDOM MULTI-TRANCHE BOND FUND)
By:
/s/ Jianxin Yang
Name: Jianxin Yang
Title: Authorized Signatory
HAITONG INTERNATIONAL INVESTMENT FUND
SPC (acting on behalf of and for the account of HAITONG
INTERNATIONAL INVESTMENT FUND SPC – FUND
I SP)
By:
/s/ Huang Zhong
Name: Huang Zhong
Title: Authorized Signatory
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EXHIBIT A
PARTIES
Part I Investors
Investors

HAITONG ASSET MANAGEMENT (HK) LIMITED
(“Haitong 1”, acting on behalf of and for the account of
HAITONG FREEDOM MULTI-TRANCHE BOND
FUND)
HAITONG INTERNATIONAL INVESTMENT FUND
SPC (“Haitong2”, acting on behalf of and for the account
of HAITONG INTERNATIONAL INVESTMENT
FUND SPC – FUND I SP)
Total

Principal Amount of
the Notes

Purchase Price

US$ 30,000,000

US$ 30,000,000

US$ 25,000,000
US$ 55,000,000

US$ 25,000,000
US$ 55,000,000

Part II Founder Parties
The following individuals (collectively, the “Founders”, each a “Founder”):
1.

Gao Wen (高文), a Chinese citizen (residential ID number***** );

2.

Chen Chaohui(陈朝晖), a Chinese citizen (residential ID No.:*****);

3.

Peng Zhiping(彭智平), a Chinese citizen (residential ID No.:*****); and

4.

Kuang Zhongqi( 况 忠 琪 ), a Chinese citizen (residential ID No.:*****).

The following companies (the “Founder Holdcos”, each a “Founder Holdco”), each of which being owned or controlled by a Founder:
5.

TALENT WITS LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose entire
outstanding shares are held by Gao Wen (高文) (the “Founder Holdco 1”),
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6.

FAIRY MIND LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose entire
outstanding shares are held by Kuang Zhongqi (况忠琪) (the “Founder Holdco 2”),

7.

MEDIAPLAY LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose entire
outstanding shares are held by Chen Chaohui (陈朝晖) (the “Founder Holdco 3”);

8.

ALPHAGO ROBOT LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose
entire outstanding shares are held by Peng Zhiping (彭智平) (the “Founder Holdco 4”); and

9.

FUN BOX LIMITED, a limited liability company duly established and validly existing under the laws of British Virgin Islands whose entire
outstanding shares are held by MEDIAPLAY LIMITED and ALPHAGO ROBOT LIMITED (the “Founder Holdco 5”)

The Founders and the Founder Holdcos are collectively referred to as the “Founder Parties”, each a “Founder Party”.
Part III Major Subsidiaries of the Company
1.

UCLOUDLINK (HK) LIMITED, a company duly established and existing under the laws of Hong Kong (Company No.: 2139982) (the “HK
Company”);

2.

北京优克云联科技有限公司 (BEIJING UCLOUDLINK SCIENCE & TECHNOLOGY LIMITED/ BEIJING UCLOUDLINK TECHNOLOGY
LIMITED), a wholly foreign owned enterprise to be duly established and existing under the laws of PRC, with unified social credit code
110000450278829 (the “Beijing WFOE”);

3.

深圳优克云联科技有限公司 (SHENZHEN UCLOUDLINK SCIENCE & TECHNOLOGY LIMITED / SHENZHEN UCLOUDLINK
TECHNOLOGY LIMITED), a wholly foreign owned enterprise duly established and existing under the laws of PRC, with unified social credit
code 91440300336385792W (the “Shenzhen WFOE”, together with the Beijing WFOE, the “WFOEs”);

4.

深圳市优克联新技术有限公司 (SHENZHEN CITY UCLOUDLINK NEW TECHNOLOGY CO., LTD / SHENZHEN UCLOUDLINK NEW
TECHNOLOGY CO., LTD), a company duly established and existing under the laws of the PRC, with unified social credit code
91440300311875816Q (the “Shenzhen Domestic Company”);

5.

北京优克联技术有限公司 (BEIJING UCLOUDLINK TECHNOLOGY CO., LTD); a company duly established and existing under the laws of
the PRC, with unified social credit code 91110105318148849A (the “Beijing Domestic Company” collectively with the Shenzhen Domestic
Company, the “Domestic Companies”, and each, a “Domestic Company”); and

6.

HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED (香港优克网络技术有限公司), a company duly established and existing
under the laws of Hong Kong (Company No. 1519476) (the “Existing HK Company”).
24

Part IV Notice Address
Subject to change of address of a Party pursuant to Section 8.5(Notice), the initial address of each Party referred to in Section 8.5 (Notice) in this
Agreement is:
If to any of the Group Companies, the Founder Holdcos and the Founders:
Attention:
Address:

Email:
Tel:
Fax:

Shi Yimeng (石义猛)
3/F, Block A, Tower 1 of Software Industry Base, No. 85 Xuefu Road,
Nanshan District, Shenzhen (深圳市南山区学府路 85 号软件产业基
地 1栋A座3层)
*****
*****
*****

If to Haitong1:
Attention:
Address:
Email:
Tel:
Fax:

Samson Leung
22/F, Li Po Chun Chambers, 189 Des Voeux Road Central, Hong Kong
*****
*****
*****

If to Haitong2:
Attention:
Address:
Email:
Tel:
Fax:

Grace Liu
22/F, Li Po Chun Chambers, 189 Des Voeux Road Central, Hong Kong
*****
*****
*****

If to the Existing HK Company:
Attention:
Address:
Email:
Tel:
Fax:

Gao Wen (高文)
Unit O-P 6F, Wai Cheung Industrial Centre, 5 Shek Pai Tau Road, Tuen Mun,
NT, Hong Kong
*****
*****
*****
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Part V Bank Accounts of Investors
The Bank Account of Haitong 1:
Bank Name:
Swift Code:
Account Number (USD):
Name of Account Holder:

Remark:
The Bank Account of Haitong 2:
Bank Name:
Swift Code:
Account Number (USD):
Name of Account Holder:

Reference:
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EXHIBIT B
DEFINITIONS
“A2 Financing Documents”

means the share purchase agreement entered by and among the Company, Shenzhen Hainei Lirong
Technology Investment Fund Partnership (深圳海 内 利 荣 科 技 投 资 基 金 合 伙 企 业 ( 有 限 合 伙)),
Wealth Plus Investments Limited and other parties dated as of September 2, 2016 (the “Share Purchase
Agreement”), the second amended and restated shareholders agreement entered by and among the
Company, Shenzhen Hainei Lirong Technology Investment Fund Partnership (深圳海 内 利 荣 科 技 投 资
基 金 合 伙 企 业 ( 有 限 合 伙)), Wealth Plus Investments Limited, Beijing Cash Capital Venture
Partners(北京国科鼎鑫投资中 心（有限合伙）) and other parties dated as of September 22, 2016 (the
“Second Amended Shareholder Agreement”), the fourth amended and restated memorandum and articles of
associations to be adopted (the “Fourth Amended Memorandum and Articles”)and any exhibits or related
supplementary agreements of the foregoing.

“Additional Equity Securities”

has the meaning set forth in Section 2.3.

“Affiliate”

means (i) as to any body corporate, any other body corporate, unincorporated entity or person directly or
indirectly controlling, directly or indirectly controlled by or under direct or indirect common control with,
such body corporate; and (ii) as to any individual, his spouse, child, brother, sister, parent, trustee of any
trust in which such individual or any of his immediate family members is a beneficiary or a discretionary
object, or any entity or company controlled by any of the aforesaid persons.

“Agreement”

has the meaning set forth inset forth in the Preamble.

“Applicable Law”

means, with respect to any person, any laws, regulations, rules, measures, guidelines, treaties, judgments,
determination, orders or notices of any Government Authority or a listing authority or a stock exchange on
which the shares of such party (or its holding company or one of its substantial shareholders) are listed.

“Beijing Domestic Company”

has the meaning set forth in Part III of Exhibit A.

“Beijing WFOE”

has the meaning set forth in Part III of Exhibit A.
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“Belgium Company”

has the meaning set forth in Section 5.1.

“Business Day”

means a day on which commercial banks in Hong Kong are generally open for business other than Saturday
and Sunday or a public holiday, or a day on which commercial banks do not open for business owing to a
tropical cyclone warning signal number 8 or above or a “black” rainstorm warning signal being in force in
Hong Kong.

“BVI”

means the British Virgin Islands.

“Circular 37”

means Circular of the State Administration of Foreign Exchange on Relevant Issues Concerning Foreign
Exchange Administration for Domestic Residents to Engage in Overseas Investment or Financing and
Round Trip Investment via Special Purpose Vehicles (《国家外汇管理局关于境内 居民通过特殊目的公司
境外投融资及返程投资 外汇管理有关问题的通知》) issued by SAFE on July 4, 2014.

“Closing”

has the meaning set forth in Section 3.1.

“Closing Conditions”

has the meaning set forth in Section 5.1.

“Closing Date”

has the meaning set forth in Section 3.1, which shall not fall after the Long Stop Date.

“Company”

has the meaning set forth in the Preamble.

“Company Security Holder”

has the meaning set forth in Section 16.3 of Exhibit D.

“Company Intellectual Properties”

has the meaning set forth in Section 21.3 of Exhibit D.

“Company Real Properties”

has the meaning set forth in Section 21.2 of Exhibit D.

“Compliance Certificate”

has the meaning set forth in Section 3.2.

“Confidential Information”

has the meaning set forth in Section 6.7.

“Control”

means, with respect to any Person, the possession, directly or indirectly, of the power to direct or cause the
direction of the management and policies of such Person, whether through the ownership of majority voting
securities or appointing a majority of the board members or otherwise, and the terms “Controlling” and
“Controlled” have correlative meaning.

“Control Documents”

means a series of control documents entered by and among the Beijing WFOE, Beijing Domestic Company
(and its shareholders), and the Beijing WFOE, Shenzhen Domestic Company (and its shareholder)
respectively, including the following documents:
(i) Call Option Agreements;
28

(ii) Equity Pledge Agreements;
(iii) Exclusive Business Cooperation Agreements;
(iv) Power of Attorney;
(v) Exclusive Technique Consulting and Service Agreements;
(vi) Spouse Consent letters(if any);
(vii) such other control documents as reasonably requested by the Investors.
“Covenantors” or “Covenantor”

has the meaning set forth in the Preamble.

“Covenantor Representations and
Warranties”

has the meaning set forth in Section 4.1.

“Conversion Shares”

means the Ordinary Shares to be issued to the holder of the Notes by the Company pursuant to the exercise
of the conversion rights attached to the Notes.

“Disclosure Schedule”

has the meaning set forth in Section 4.1.

“Domestic Company”

has the meaning set forth in Part III of Exhibit A.

“Domestic Resident”

has the meaning set forth in Circular 37 and/or other law related to Circular 37.

“Encumbrance”

mean a mortgage, charge, pledge, lien, option, restriction, right of first refusal, right of pre emption, third
party right or interest, other encumbrance or security interest of any kind, or another type of preferential
arrangement (including, a title transfer or retention arrangement) having similar effect.

“Equity Securities”

means, with respect to any Person, such Person’s share capital, capital stock, membership interests,
partnership interests, registered capital, joint venture or other ownership interests or any options, warrants or
other securities that are directly or indirectly convertible into, or exercisable or exchangeable for, such share
capital, capital stock, membership interests, partnership interests, registered capital or joint venture or other
ownership interest (whether or not such derivative securities are issued by such Person).

“ESOP”

means any stock option plan or equity incentive plan adopted by any Group Company from time to time in
relation to the grant or issue of shares, stock options or any other securities to its employees, officers,
directors, consultants and/or other eligible persons.
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“Existing ESOP”

means the Company’s existing share incentive plan, under which an aggregate of 1,000,000 Ordinary Shares
have been held by Fairy Mind Limited on behalf of the Company for granting to the employees, officers,
directors, consultants of the Company and/or other eligible persons to indirectly acquire the Ordinary Shares
of the Company.

“Existing HK Company”

have the meaning set forth in Part III of Exhibit A.

“Extra Notes”

has the meaning set forth in Section 2.3.

“Event of Default”

have the meaning set forth in the Notes Terms and Conditions.

“FCPA”

means the Foreign Corrupt Practices Act of U.S

“Financial Statements”

has the meaning set forth in Section 19.1 of Exhibit D.

“Founders” or “Founder”

has the meaning set forth in Part II of Exhibit A.

“Founder Holdcos”

has the meaning set forth in Part II of Exhibit A.

“Founder Holdco 1”

has the meaning set forth in Part II of Exhibit A.

“Founder Holdco 2”

has the meaning set forth in Part II of Exhibit A.

“Founder Holdco 3”

has the meaning set forth in Part II of Exhibit A.

“Founder Holdco 4”

has the meaning set forth in Part II of Exhibit A.

“Founder Holdco 5”

has the meaning set forth in Part II of Exhibit A.

“Founder Parties” or “Founder Party”

has the meaning set forth in the Preamble.

“Governmental Authority”

means any nation or government, or any federation, province or state or any other political subdivision
thereof; any entity, authority or body exercising executive, legislative, judicial, regulatory or administrative
functions of or pertaining to government, including any Governmental Authority, agency, department,
board, commission or instrumentality of the PRC, the Cayman Islands, or any other country, or any political
subdivision thereof, any court, tribunal or arbitrator, and any self-regulatory organization.

“Group Company”

means each of the Company and its subsidiaries (including the Major Subsidiaries), and “Group” refers to
all of Group Companies collectively.

“Haitong 1”

has the meaning set forth in Part I of Exhibit A.

“Haitong 2”

has the meaning set forth in Part I of Exhibit A.

“Hong Kong”

means the Hong Kong Special Administrative Region of the PRC.

“Hong Kong Tax”

has the meaning set forth in Section 8.7.

“HK Company”

has the meaning set forth in Part III of Exhibit A.

“Indemnitees” or “Indemnitee”

has the meaning set forth in Section 7.1.
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“Intellectual Property”

means any and all patents, patent applications, trademarks, trademark applications, service marks, trade
names, copyrights, trade secrets, licenses, domain names, information and proprietary rights and processes.

“Interest”

has the meaning set forth in Section 2.1.

“Interest Payment Date”

has the meaning set forth in Section 2.1.

“Investors” or “Investor”

has the meaning set forth in the Preamble.

“Investor Representations and
Warranties”

has the meaning set forth in Section 4.2.

“Long Stop Date”

has the meaning set forth in Section 5.2.

“Major Subsidiaries” or “Major
Subsidiary”

has the meaning set forth in the Preamble.

“Material Contract”

has the meaning set forth in Section 20 of Exhibit D.

“Material Adverse Effect”

has the meaning set forth in Section 5.1(v).

“Memorandum and Articles”

means the fifth amended and restated memorandum and articles of associations of the Company in the form
set forth in Part I of EXHIBIT G.

“Month”

means a period starting on one day in a calendar month and ending on the numerically corresponding day in
the next calendar month, except that (a) (subject to paragraph (c) below) if the numerically corresponding
day is not a Business Day, that period shall end on the next Business Day in that calendar month in which
that period is to end if there is one, or if there is not, on the immediately preceding Business Day; (b) if
there is no numerically corresponding day in the calendar month in which that period is to end, that period
shall end on the last Business Day in that calendar month; and (c) if a period begins on the last Business
Day of a calendar month, that period shall end on the last Business Day in the calendar month in which that
period is to end.

“Notes”

has the meaning set forth in the Recitals.

“Notes Certificate”

means the certificate in respect of the Notes set forth in Part III of EXHIBIT G attached hereto.

“Notes Terms and Conditions”

means the terms and conditions on which the Notes shall be issued by the Company, as attached to the
Notes Certificate.

“Notice of Exercise”

has the meaning set forth in Section 2.2.

“Ordinary Shares”

means the Company’s ordinary shares with the par value of US$0.001 each.

“Other Shareholders”

has the meaning set forth in Shareholders’ Agreement.

“Qualified Accounting Firm”

means any one of Price Waterhouse Coopers, Deloitte Touche Tohmatsu, Klynveld Peat Marwick
Goerdeler, Ernst & Young or another accounting firm approved by the Investors.
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“Parties” or “Party”

has the meaning set out in the Preamble.

“Person”

shall be construed as broadly as possible and shall include an individual, a partnership (including a limited
liability partnership), a company, an association, a joint stock company, a limited liability company, a trust,
a joint venture, a legal person, an unincorporated organization and a governmental authority.

“Permits”

has the meaning set forth in Section 15 of Exhibit D.

“Post-Closing Covenants List”

has the meaning set forth in Section 6.1.

“PRC”

means the People’s Republic of China, solely for purposes of this Agreement, excluding Hong Kong, the
Macau Special Administrative Region and Taiwan.

“Preamble”

means the preamble of this Agreement.

“Preferred Shares”

means the Series A Preferred Shares.

“Purchase Price”

has the meaning set forth in Section 2.1 .

“Real Property”

means any and all land, land use rights, buildings, structures, improvements and fixtures located thereon,
easement and other rights in real property.

“RMB”

means the lawful currency of the PRC.

“SAFE”

means the State Administration of Foreign Exchange of the PRC.

“SAIC”

means the State Administration for Industry and Commerce of the PRC.

“Series A Preferred Shares”

means the Company’s series A preferred shares, of par value US$0.001 each.

“Shares”

means the Ordinary Shares and the Preferred Shares.

“Shareholders’ Agreement”

means the third amended and restated shareholders’ agreement in the form set forth in Part II of EXHIBIT
G.

“Shenzhen Domestic Company”

has the meaning set forth in Part III of Exhibit A.

“Shenzhen WFOE”

has the meaning set forth in Part III of Exhibit A.

“Signing Date”

has the meaning set forth in the Preamble.

“Social Insurance”

means any form of social insurance as required by Applicable Laws (including without limitation pension
fund, medical insurance, unemployment insurance, work-related injury insurance, maternity insurance and
housing fund).

“Statement Date”

has the meaning set forth in Section 11.2 of Exhibit D.
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“Strategic Investor”

means any strategic investor that is approved by the board of directors of the Company including the
Cashcapital Director and the Haitong Director (both terms as defined in the Shareholders’ Agreement).

“Transaction Documents”

means (i) this Agreement, (ii) the Shareholders’ Agreement, (iii) the Notes Certificates (together with the
Notes Terms and Conditions), (iv) the Memorandum and Articles, and (v) any deeds of adherence, other
agreements, instruments, certificates executed or entered into pursuant to or in connection with any of the
forgoing.

“Transaction Expenses”

has the meaning set forth in Section 6.10.

“U.K.”

means the United Kingdom.

“UK Company”

has the meaning set forth in Section 5.1.

“U.S.”

means the United States of America.

“US$”

means the lawful currency of the United States of America.

“Warrant”

has the meaning set forth in Section 2.2.

“Warrant Shares”

means the Ordinary Shares to be issued to the holder of the Warrant Notes by the Company pursuant to the
exercise of the conversion rights attached to the Warrant Notes.

“Warrant Notes”

has the meaning set forth in Section 2.2.

“Warrant Notes Terms and Conditions”

has the meaning set forth in Section 2.2.

“Warrant Notes Holders” or “Warrant
Notes Holder”

has the meaning set forth in Section 2.2

“Warrant Period”

has the meaning set forth in Section 2.2.

“WFOEs”

has the meaning set forth in Part II of Exhibit A.

“Xiamen Company”

has the meaning set forth in Section 5 of Exhibit F.
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[•], 2017
NOTES CERTIFICATE
Certificate No.

Principal Amount: US$30,000,000
UCLOUDLINK GROUP INC.
(the “Issuer”)
(an exempted company incorporated with limited liability under the laws of Cayman Islands)
US$30,000,000
8.0 per cent. Convertible Notes due 2020

THIS NOTES CERTIFICATE (the “Certificate”) represents in aggregate principal amount of US$30,000,000 convertible notes due 2020 (the
“Notes”) of the Issuer, duly issued pursuant to the memorandum and articles of association of the Issuer, the Notes Purchase Agreement (the “Notes
Purchase Agreement”) dated [•], 2017 entered into by and among the Issuer, Hai Tong Asset Management (HK) Limited (acting on behalf of and for
the account of Haitong Freedom Multi-Tranche Bond Fund), Haitong International Investment Fund SPC (acting on behalf of and for the account of
Haitong International Investment Fund SPC – Fund I SP) and other parties thereto and a resolution of the board of directors of the Issuer passed on [•].
The Issuer promises to pay to the holder of the Notes in respect of which this Certificate is issued the interest accrued at the rate of 8.0 per cent. per
annum and principal that shall become due and repayable in respect of the Notes.
THIS IS TO CERTIFY that Hai Tong Asset Management (HK) Limited (acting on behalf of and for the account of Haitong Freedom Multi-Tranche
Bond Fund), whose registered office is at 22/F, Li Po Chun Chambers, 189 Des Voeux Road, Central, Hong Kong, is the registered holder of the Notes
of the principal amount stated above. The Notes are issued subject to and with the benefit of the attached terms and conditions (the “Conditions”) which
are deemed to be part of it. The Conditions are binding on both the holder of the Notes and the Issuer. The Issuer undertakes (both to the holder of the
Notes and to any lawful transferee thereof pursuant to Condition 13) to perform its obligations in accordance with the provisions of the Conditions.
This Certificate is governed by and shall be construed in accordance with the laws of Hong Kong.
The Holder is entitled to all of the benefits of the Notes and may enforce the agreements contained herein and exercise the remedies provided for hereby
or otherwise available in respect hereof, all in accordance with the terms hereof.
Note: The Notes cannot be transferred by delivery and are only transferable to the extent permitted by Condition 13. This Certificate must be
delivered to the Issuer for cancellation and reissue of an appropriate certificate in the event of any such transfer.
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EXECUTED AS A DEED by:
UCLOUDLINK GROUP INC. on

The Common Seal is affixed in
accordance with its articles of
associations in the presence of:

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

Witness Signature:
Name:
Address:
Occupation:
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Signature of authorized person
Director
Office held
Name of authorized person

TERMS AND CONDITIONS
1. Definitions and Interpretation.
1.1 Definitions. Unless defined hereunder or the context otherwise expressly requires, words and expressions used in these Conditions shall have
the same meaning as given to them in the Notes Purchase Agreement. In addition, the following terms shall have the following meanings when
used in these Conditions:
“Automatic Conversion” means the conversion of all of the Notes set forth in Condition 11.1 upon the occurrence of the Events of Automatic
Conversion.
“Automatic Conversion Notice” has the meaning set forth in Condition 11.3(a) hereof.
“Bankruptcy Law” has the meaning set forth in Condition 9.2(p) hereof.
“Capital Distribution” means (i) any distribution of assets in specie by the Issuer for any financial period whenever paid or made and however
described (and for these purposes a distribution of assets in specie includes without limitation an issue of shares or other securities credited as
fully or partly paid (other than Shares credited as fully paid by way of capitalisation of reserves); and (ii) any cash dividend or distribution of any
kind by the Issuer for any financial period.
“Confidential Information” has the meaning set forth in Condition 20.1 hereof.
“Conversion Date” means, in relation to any of the Notes, the date on which the Notes are converted into the Conversion Shares in accordance
with these Conditions.
“Conversion Price” means the price per Share which is determined by dividing (i) the Specific Pre-money Valuation (as of the date immediately
before the issuance of this Notes) by (ii) the aggregate number (as of the date immediately before the issuance of this Notes) of the Equity
Securities (as defined below) outstanding and issued by the Issuer subject to adjustment in accordance with the provisions of Condition 12, which
is as of the Closing Date USD 40.7719 per Share on fully diluted basis.
“Conversion Rights” means the rights provided under these Conditions and attached to each Note to convert the principal amount or a part
thereof into the Conversion Shares.
“Conversion Shares” means the Shares to be issued by the Issuer pursuant to these Conditions upon conversion of the Notes.
“Custodian” has the meaning set forth in Condition 9.2(p) hereof.
“Day Count Fraction” means in respect of any period, the actual passing days divided by 360.
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“Default” means an Event of Default or any event or circumstance which would (with the expiry of any grace period, the giving of notice, the
making of any determination or a combination thereof) be an Event of Default.
“Default Interest” has the meaning set forth in Condition 7.1 hereof.
“Disclosing Party” has the meaning set forth in Condition 20.3 hereof.
“EOD Notice” has the meaning set forth in Condition 9.2 hereof.
“EOD Notice of Redemption” has the meaning set forth in Condition 9.2 hereof.
“EOD Redemption Amount” means, upon early redemption of the Notes due to occurrence of any Event of Default, the amount payable by the
Issuer to the Holder in respect of the outstanding principal amount of the Notes on the date of such redemption, being the aggregate of:
(a) principal amount of all the Notes then outstanding;
(b) interest accrued and outstanding under Condition 6 hereof;
(c) any Default Interest accrued and outstanding to the Holder; and
(d) any other payment accrued and outstanding to the Holder pursuant to these Conditions.
“Equity Securities” means, with respect to any Person, such Person’s share capital, capital stock, membership interests, partnership interests,
registered capital, joint venture or other ownership interests or any options, warrants or other securities that are directly or indirectly convertible
into, or exercisable or exchangeable for, such share capital, capital stock, membership interests, partnership interests, registered capital or joint
venture or other ownership interest (whether or not such derivative securities are issued by such Person) and “Equity Security” shall be construed
accordingly
“Event of Automatic Conversion” has the meaning set forth in Condition 11.1 hereof and “Events of Automatic Conversion” shall be
construed accordingly.
“Event of Default” has the meaning set forth in Condition 9.2 hereof and “Events of Default” shall be construed accordingly.
“Holder” means any person who is the registered holder of any Notes then outstanding and “Holders” shall be construed accordingly.
“Interest” has the meaning set forth in Condition 6.1 hereof.
“Interest Payment Date” has the meaning set forth in Condition 6.2 hereof.
“Issuer” has the meaning set forth in the Preamble.
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“Latest Audit Year” means the last financial year before the Issuer’s submission of initial public offering application. For example, if the Issuer
submits initial public offering application at any time in 2019, 2018 shall be the Latest Audit Year.
“Maturity Date” has the meaning set forth in Condition 5 hereof.
“Notes” has the meaning set forth in the Preamble hereof.
“New Qualified Financing” means any financing obtained by the Issuer involving the issuance of additional Equity Securities of the Issuer
meeting the requirements of the Specific Investment Amount and the Specific Investment Valuation. For the avoidance of doubt, such financing
shall not include the issuance of the Warrant Notes and the additional issuance of Additional Equity Securities as defined under Section 2.3 of the
Notes Purchase Agreement.
“Option” has the meaning set forth in Condition 12.1(c)(ii) hereof.
“Optional Conversion” means the conversion of any or all of the Notes set forth in Condition 11.2.
“Optional Conversion Notice” has the meaning set forth in Condition 11.3(b) hereof.
“Qualified Accounting Firm” means any of Price Waterhouse Coopers, Deloitte Touche Tohmatsu, Klynveld Peat Marwick Goerdeler, Ernst &
Young or another accounting firm recognized by the Holder.
“Record Date” means the date the relevant event occurs or, if the shareholders of the Issuer are entitled to participate in such event at an earlier
record date, such earlier record date.
“Register” has the meaning set forth in Condition 13.2 hereof.
“Shares” means the Issuer’s Ordinary Shares with par value US$0.001 each.
“Specific Investment Amount” means with respect to any new financing (other than the issuance of the Warrant Notes and the additional
issuance of Additional Equity Securities as defined under Section 2.3 of the Note Purchase Agreement), the investment amount is no less than
US$50 million, or such other amount as agreed by the Holder.
“Specific Investment Valuation” means with respect to the valuation of the Issuer immediately prior to any New Qualified Financing by
(a) strategic investors approved by the Holder: US$700 million or more; or (2) non-strategic investors: US$800 million or more .
“Specific Pre-money Valuation” means the pre-money valuation of the Issuer being US$520 million (as adjusted for any share splits, share
consolidation, share dividends, restructuring, merge, reclassification of shares, adjustment of capital structure, issuance of new shares or
subscription of options or the like).
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“Sponsor Agreement” has the meaning set forth in Condition 11.1(a)(iii) hereof.
“Tax” or “Taxes” means all applicable forms of taxation, duties, levies imposts and social security charges, whether direct or indirect including
without limitation corporate income tax, wage withholding tax, national social security contributions and employee social security contributions,
value added tax, business tax, customs and excise duties, capital tax and other legal transaction taxes, dividend withholding tax, dividend
distribution tax, land taxes, environmental taxes and duties and any other type of taxes or duties payable by virtue of any Applicable Laws and
which may be due directly or by virtue of joint and several liability in any relevant jurisdiction; together with any interest, penalties, surcharges or
fines relating to them, due, payable, levied, imposed upon or claimed to be owed in any relevant jurisdiction.
“Tax Return” means report or statement showing Taxes, used to pay Taxes, or required to be filed with respect to any Tax (including any
elections, declarations, schedules or attachments thereto, and any amendment thereof), including any information return, claim for refund,
amended return or declaration of estimated or provisional Tax.
“Transfer Form” has the meaning set forth in Condition 13.3 hereof.
1.2 The provisions of Notes Purchase Agreement (where appropriate) shall apply to these Conditions as though they were set out in full in these
Conditions, except that references to “this Agreement” therein are to be construed as references to these Conditions.
1.3 A Default or an Event of Default is continuing if it has not been remedied or waived in writing.
1.4 If calculation of any money or payment (in the currency of USD or RMB) arising from or in relation to the Notes require currency conversion, the
foreign exchange rate shall be the USD and RMB spot exchange rate announced by the People’s Bank of China at 9:00 a.m. on the date of conversion.
2. Form. The Notes are in registered form only. A Certificate will be issued to the Holder in respect of its registered holding of the Notes. All
Certificates shall be issued under the common seal of the Issuer.
3. Title. Title to the Notes will pass on registration by the Issuer of any transfer thereof in accordance with Condition 13. Each Holder will (except as
otherwise required by Applicable Laws) be treated as the absolute owner of the Notes (whether or not overdue and regardless of any notice of
ownership, trust or any interest in it or any writing on, or the theft or loss of, the Certificates issued in respect of them) for the purpose of receiving
payment and for all other purposes.
4. Status. The Notes constitute direct, unconditional and unsubordinated obligations of the Issuer and rank equally and without any preference amongst
themselves. The payment obligations of the Issuer under the Notes will (subject to any obligations preferred by mandatory provisions of Applicable
Laws) rank at least pari passu with all other present and future direct, unconditional and unsubordinated obligations of the Issuer. No application will be
made for an intial public listing of the Notes on any stock exchange.
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5. Maturity Date. The outstanding principal amount which is payable under the Notes pursuant to these Conditions shall be due and payable on [To be
inserted on Closing Date] 2020 (the “Maturity Date”), unless the maturity of the Notes is accelerated upon the occurrence of an Event of Default set
forth in Condition 9.2 hereof. The Issuer has the right to repay or redeem the Notes after one year of the Closing Date by mutual agreement between the
Issuer and the Holder in writing.
6. Interest.
6.1 Interest shall accrue on the outstanding principal amount of the Notes at the rate of 8% per annum (the “Interest”), from and including the
Closing Date until and including the date on which all outstanding Notes are converted and/or redeemed in accordance with these Conditions.
6.2 All the interest under this Condition 6 shall be due and payable in cash by the Issuer in arrears on each interest payment date (the “Interest
Payment Date”), which shall be the last Business Day in every six (6) Months falling from and including the Closing Date until and including the date
on which the Notes are converted and/or redeemed in accordance with these Conditions.
6.3 All the interest accrued pursuant to the terms of this Condition 6 shall be calculated on the basis of a 360-day year for the actual number of
days elapsed. The Issuer shall pay to each Holder all the interest accrued pursuant to the terms of this Condition 6 in accordance with Condition 10.2.
7. Default Interest.
7.1 All outstanding principal amount of the Notes and all accrued interest which remain due and payable upon the first date that any of the following
events (set forth in Conditions 7.1(a) and (b)) occurs shall bear interest (both before and after judgment and payable on demand) from (and including)
the day immediately following the first date that any of the following events occurs until the date on which such overdue amount is unconditionally and
irrevocably paid and discharged in full at the rate of 15% per annum (“Default Interest”):
(a) the occurrence of an event set forth in Condition 9.2(a); and
(b) the Holder issues an EOD Notice of Redemption on the ground of any Event of Default set forth in Condition 9.2(b) to 9.2(u).
7.2 Notwithstanding Condition 7.1:
(a) in relation to the occurrence of any Event of Default set forth in Condition 9.2(b) to 9.2(u), Default Interest will not accrue prior to the
Holder’s issue of an EOD Notice of Redemption pursuant to Conditon 9.2;
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(b) in the event that the Holder issues an EOD Notice of Redemption on the ground of any Event of Default set forth in Condition 9.2(b) to
9.2(u), Default Interest will not accrue for a period of thirty (30) days from (and including) the date on which such Event of Default first occurs and, at
the discretion of the Holder, will not continue to accrue if such Event of Default has been remedied to the satisfaction of the Holder;
(c) Default Interest will not accrue if all the Notes together with all other moneys due hereunder are fully redeemed, repaid or converted
into Conversion Shares at the end of the 30 days period referred to in Condition 7.2(b).
7.3 The Default Interest shall be calcuated on the basis of a 360-day year for the actual number of days elapsed. The Issuer shall pay to the Holder all the
accrued Default Interest in accordance with Condition 10.2.
8. Negative Pledge and Other Undertakings
8.1 Except with the prior written consent from the Holder, so long as the Notes remain outstanding, the Issuer will not create or permit to subsist,
and the Issuer will procure that the Group Companies will not create or permit to subsist, any Encumbrance with the value in aggregate in excess of
US$10,000,000 upon the whole or any part of the Group Companies’ undertaking, assets or revenues, present or future, to secure any relevant
indebtedness or to secure any guarantee of or indemnity in respect of any relevant indebtedness unless, at the same time or prior thereto, (a) the Issuer’s
obligations under the Notes are secured equally and rateably therewith, or (b) the Holder has the benefit of such other security, guarantee, indemnity or
other arrangement as the Holder in its absolute discretion shall consider to be in form and substance not materially less beneficial to the Holder.
8.2 The Issuer covenants with the Holder from time to time and at all times while any of the Notes remains outstanding that, the Issuer shall not,
shall procure that any other Group Company shall not, without the prior written consent of the Holder, take any of the actions listed in Exhibit H
(Protective Provisions) attached to the Notes Purchase Agreement.
8.3 The Issuer undertakes to, and with respect to items (k) to (m) below, undertakes to procure other Group Companies to, from time to time and
at all times while any of the Notes remains outstanding:
(a) punctually pay the principal, any interest payable on the Notes and other amount due and payable under the Notes (including without
limitation the redemption amount payable under Condition 9 hereof) in the manner specified in these Conditions;
(b) ensure that the Notes may be converted legally at all times;
(c) keep available for issue, free from pre-emptive rights and other rights and Encumbrances, out of its authorised but unissued share
capital sufficient Shares to satisfy the Conversion Rights attaching to the Notes, and to ensure that all Shares to be issued upon the conversion of the
Notes will be duly and validly issued and credited as fully paid and free from any Encumbrances and rank at least pari passu with all other Shares then
in issue;
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(d) pay the costs and expenses of the issue of the Conversion Shares arising on and in connection with the conversion of the Notes
according to the conditions and terms of this Note;
(e) (i) within forty-five (45) days after the end of each fiscal quarter of each financial year, deliver to the Holder the consolidated
management accounts of the Issuer for such fiscal quarter, (ii) within ninety (90) days after the financial year ended on 31st December 2018, deliver to
the Holder the consolidated financial reports for its financial years ended on 31st December 2017 and 31st December 2018, and (iii) within ninety
(90) days after the end of each subsequent financial year, deliver to the Holder a consolidated financial report for such financial year of the Issuer and
audited by a Qualified Accounting Firm;
(f) perform and observe its obligations contained in these Conditions to the intent that these Conditions shall enure to the benefit of
Holder;
(g) forthwith give written notice to the Holder immediately upon the occurrence of any condition or event that constitutes a Default or an
Event of Default;
(h) forthwith give written notice to the Holder of any compliance and filing obligations that may be imposed on the Holder by any
Governmental Authority in relation to any transactions contemplated under the Transaction Documents;
(i) execute and deliver upon the request of the Holder and at the Issuer’s expense, such additional documents, instruments and agreements
as the Holder may require to carry out and give effect to the intent or provisions of the Notes and the other Transaction Documents and the transactions
contemplated hereunder and thereunder;
(j) maintain its registration and good standing under the Applicable Laws of the jurisdiction of its incorporation;
(k) comply with the requirements of all Applicable Laws in relation to the conduct or operation of its business or the ownership or use of
any of its assets or properties;
(l) obtain, comply with and maintain in full force and effect all the consents, permits, licences and approvals necessary for conducting of
its major business and operations, for performing its obligations under the Transaction Documents, and to ensure the legality, validity, enforceability and
admissibility in evidence in proceedings of any Transaction Documents; and
(m) file, within the times and within the manner prescribed by Applicable Laws, all Tax Returns which are required to be filed by it, with
respect to its business or otherwise, which Tax Returns shall reflect accurately its liability for all Taxes for the periods covered thereby.
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9. Repayment and Redemption.
9.1 Repayment upon Maturity.
(a) Unless previously redeemed, converted or cancelled in accordance with these Conditions and provided otherwise, and subject to
Condition 9.2(a), the Issuer shall redeem on the Maturity Date all the outstanding principal amount of the Notes in an amount equal to the aggregate of
(i) the outstanding principal amount of the Notes; (ii) interest accrued and outstanding but not paid under Condition 6; and (iii) any Default Interest
accrued and outstanding to the Holder (if any), taking into account all interest payment paid on the Notes prior to or on the date of such repayment in
accordance with Condition 6; and (iv) any other payment accrued and outstanding to the Holder pursuant to these Conditions.
9.2 EOD Redemption. Upon the occurrence of any of the following events (“Event of Default”), the Issuer shall deliver the Holder a written
notice describing the time and facts of such Event of Default (the “EOD Notice”) within seven (7) Business Days after the occurrence of such an Event
of Default and the Holder shall be entitled to require, by lodging a Notice of Redemption in the form prescribed in Appendix I hereof (the “EOD Notice
of Redemption”) at the address specified in Condition 17.1, the Notes registered in its name to be redeemed by the Issuer at the EOD Redemption
Amount, which at the time of such EOD Notice of Redemption shall become immediately due and payable (for avoidance of doubts, the Holder shall
have the right at any time after the occurrence of an Event of Default to deliver the EOD Notice of Redemption even without receipt of the EOD Notice
and without subject to the said 7 Business Days’ notice period in relation to the EOD Notice). The Events of Default are:
(a) any failure by the Issuer to pay the principal, and/or any interest due and payable on the Notes or any other amount due and payable
under the Notes on its due date in the manner specified in these Conditions;
(b) any breach or default of any obligations, covenants, undertakings or other terms under any of the Transaction Documents (other than
breach or default provided in Conditions 9.3(a)) and such breach or default is incapable of remedy or, if capable of remedy, is not remedied in full within
30 Days from the date on which such breach or default occurs;
(c) the filing of a petition or any proceedings by or against any Group Company under any Applicable Law relating to bankruptcy,
insolvency or other relief for debtors; or appointment of a receiver, trustee, custodian or liquidator of or for all or any part of the assets or property of
any Group Company; or the insolvency of any Group Company; or the making of a general assignment for the benefit of creditors by any Group
Company or stops or threatens to cease to carry on all or any substantial part of its business;
(d) without prior written consent of the Holder, the Founders Chen Zhaohui or Peng Zhiping, together with Persons acting in concert with
them, no longer, directly or indirectly, effectively hold the largest number of the Shares of the Issuer;
(e) without prior written consent of the Holder, the Issuer no longer control, directly or indirectly the Major Subsidiaries listed in Part III of
Exhibit A (Parties) attached to the Notes Purchase Agreement, which shall include but not limited to the subsidiary companies listed in the latest audited
consolidated financial statements of the Issuer and to be updated by the Issuer from time to time depending on developments of the business;
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(f) any failure by the Issuer to deliver the Conversion Shares as and when such Conversion Shares are required to be delivered following
the conversion of the Notes or any failure by the Issuer to, or procure its share registrar to, register the Person designated in an Optional Conversion
Notice as holder(s) of the relevant number of Shares in the Issuer’s share register;
(g) any breach of the covenants by any Covenantor under Section 6 of the Notes Purchase Agreement;
(h) any representation, warranty, certification or statement made by or on behalf of any Covenantor under any of the Transaction
Documents shall become incorrect, misleading or false;
(i) any one or more events or changes shall have occurred that have caused or constitute or likely to cause or constitute, either in any case
or in the aggregate, a Material Adverse Effect;
(j) any of the Transaction Documents shall be held in any judicial proceedings to be unenforceable or invalid, or not perfected, or cease or
fail for any reason to be in full force and effect or to create or constitute an interest with the priority and effect required under such Transaction
Document;
(k) it becomes illegal under any Applicable Law for any Covenantor to perform or comply with any one or more of its obligations under
the Notes and/or under any other Transaction Documents or any enforceable final ruling is rendered by a competent court to the effect that any
obligation under the Notes or under any other Transaction Documents is illegal or invalid;
(l) a distress, attachment, execution, seizure before judgment or other legal process is levied, enforced or sued out on or against any part of
the property, assets or revenues of the Group Company with the value in excess of US$10,000,000 or the equivalent RMB and is not discharged or
stayed within ten (10) days;
(m) (i) any other present or future indebtedness (whether actual or contingent) of the Group Company for or in respect of moneys
borrowed or raised becomes (or becomes capable of being declared) due and payable prior to its stated maturity by reason of any actual or potential
default, event of default or the like (howsoever described) with the value in excess of US$10,000,000 or the equivalent RMB, or (ii) any such
indebtedness with the value in excess of US$10,000,000 or the equivalent RMB is not paid when due or, as the case may be, within any applicable grace
period, or (iii) the Group Company fails to pay when due any amount payable by it under any present or future guarantee for, or indemnity in respect of,
any moneys borrowed or raised with the value in excess of US$10,000,000 or the equivalent RMB;
(n) an encumbrancer takes possession or an administrative or other receiver or an administrator or other similar officer is appointed of any
part of the property, assets or revenues of the Group Company with the value in excess of US$10,000,000 or the equivalent RMB and is not discharged
within ten (10) days;
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(o) the Issuer or any other Group Company becomes insolvent or bankrupt or is unable to pay its debts as they fall due (within the meaning
of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong) or any Applicable Laws on insolvency
or bankruptcy);
(p) any case, proceeding or other action being commenced by or against the Issuer or any other Group Company: (i) under any Applicable
Law of any jurisdiction, domestic or foreign, relating to bankruptcy, insolvency, reorganisation or relief of debtors (collectively, “Bankruptcy Law”),
seeking to have an order for relief entered with respect to it, or seeking to adjudicate it bankrupt or insolvent, or seeking reorganisation, arrangement,
adjustment, winding-up, liquidation, dissolution, composition or other similar relief to it or its debts; or (ii) seeking appointment of a liquidator,
administrator, administrative receiver, receiver, trustee, assignee, custodian, conservator or other similar official (a “Custodian”) for it or for all or any
part of its assets;
(q) the Issuer or any other Group Company, pursuant to or within the meaning of the Applicable Laws on insolvency or bankruptcy for the
relief of debtors commences a voluntary case, consents to the entry of an order for relief against it in an involuntary case, consents to the appointment of
a Custodian, or initiates or consents to any proceedings relating to itself under any Applicable Law: (i) for a readjustment or deferment of its obligations
or any part of them, (ii) makes or enters into a general assignment or an arrangement or composition with or for the benefit of its creditors, (vi) admits in
writing that it is generally unable to pay its debts as they become due, or (vii) stops or threatens to cease to carry on its or any substantial part of its
business, other than pursuant to a corporate restructuring approved by the Holder;
(r) a moratorium is agreed or declared in respect of any indebtedness of any Group Company or any Governmental Authority takes any
step with a view to seizing, compulsorily purchasing or expropriating all or a substantial part of the undertaking, property or assets of any Group
Company;
(s) a court of competent jurisdiction enters an order or decree under any Bankruptcy Law that (i) is for relief against the Issuer or any other
Group Company in an involuntary case, (ii) appoints a Custodian of the Issuer or any other Group Company, or
(iii) orders the liquidation or provisional liquidation of the Issuer or any other Group Company;
and
(t) any Group Company ceases to carry on its major business which it carries on as of the Closing Date.
10. Taxes and Payments.
10.1 No Withholdings. The Issuer shall be responsible for payment of all stamp duty, issue and registration duties (if any) and other taxes levied
anywhere other than in Hong Kong arising on the issue or any conversion of the Notes and shall upon demand indemnify the Holder of any such
payment incurred by the Holder. The Issuer and the Holder shall equally share the payment of all stamp duty, issue and registration duties (if any) and
other taxes levied in Hong Kong arising on the issue or any conversion of the Notes. Subjected to the preceding sentence, all payments by the Issuer
hereunder shall be made in US$ in immediately available funds free and clear of any withholdings or deductions for any present or future taxes, imposts,
levies, duties or other charges. In the event that the Issuer is required to make any such deduction or withholding from any amount paid, the Issuer shall
pay to the Holder such additional amount as shall be necessary so that the Holder continues to receive a net amount equal to the full amount which the
Holder would have received if such withholding or deduction had not been made.
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10.2 Payments. All payments by the Issuer pursuant to these Conditions shall be received by the Holder not later than 4:00 p.m. (Hong Kong time)
on the due date, by remittance to such US$ bank account in Hong Kong or elsewhere as the Holder shall notify the Issuer from time to time but in any
event at least two (2) Business Days prior to the due date or, if the Holder so requests, by cashiers order or other cleared funds. All payments on or in
respect of the Notes or the Indebtedness evidenced hereby shall be made to the Holder in immediately available and freely transferable Hong Kong
Dollars.
10.3 Due Date for Payment. If the due date for payment of any amount in respect of the Notes is not a Business Day, the Holder shall be entitled to
payment on the next following Business Day in the same manner but shall not be entitled to be paid any interest in respect of any such delay. However,
if the due date is the last day in that calendar month and that day is not a Business Day, the payment date shall be the immediately preceding Business
Day.
11. Conversion
11.1 Automatic Conversion.
(a) In the event that any of the following events (each, an “ Event of Automatic Conversion”) occurs, all the outstanding Notes held by
the Holder shall be automatically converted into Shares of the Issuer in accordance with conversion procedures set out in Condition 11.3(a):
(i) the Issuer having received a New Qualified Financing with at least 20% of the committed investment amount of the New
Qualified Financing has been paid to the Issuer’s designated bank account and the Issuer having delivered to the Holder with satisfactory
evidence of such New Qualified Financing which includes without limited the executed financing documents and the record of such
payments, have been delivered to the Holder;
(ii) the Issuer having attained an cumulative consolidated income of the Group Companies for any consecutive 12 months since
January 2017 of not less than RMB 500 million, as determined in financial report issued by a Qualified Accounting Firm and the Issuer
having provided the Holder with a certified true copy of such financial report; or/and
(iii) the Issuer having delivered to the Holder an executed initial public listing sponsor agreement or other similar agreements agreed
by the Holder (the “Sponsor Agreement”) in relation to the initial public listing application of the Issuer by the end of the Latest Audit
Year and having given at least 30 Business Days’ written notice to the Holder prior to the issuance of the Automatic Conversion Notice.
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(b) The number of Conversion Shares to be issued on conversion of the Notes under this Condition 11.1 will be determined by dividing
(i) the aggregate of (A) the outstanding principal amount of all the Notes and (B) the accrued and unpaid interest on all the outstanding Notes by (ii) the
Conversion Price in effect on the date of the Automatic Conversion Notice. For the avoidance of doubt, upon the issuance of the Automatic Conversion
Notice (as defined as below), the accrued interest, to the extent being paid in cash to the Holder by the Issuer if it is mutually agreed by the Issuer and
the Holder, will not form part of the amount referred to in Condition 11.1(b) item (i) (B) of the formula above for the purpose of determination of
Conversion Shares.
11.2 Optional Conversion.
(a) Subject to the provision of Condition 11.1 above, at any time after the Closing Date and prior to the Maturity Date, the Holder shall
have the right (but not the obligation) to elect to convert the Notes in whole or in part and all interest accrued and unpaid on such Notes into Conversion
Shares.
(b) The number of Conversion Shares to be issued on conversion of the Notes will be determined by dividing (i) the aggregate of (A) the
principal amount of the Notes to be converted and (B) the accrued and unpaid interest on the Notes to be converted by (ii) the Conversion Price in effect
on the Conversion Date. For the avoidance of doubt, upon the issuance of the Optional Conversion Notice (as defined as below), the accrued interest, to
the extent paid in cash to the Holder by the Issuer at the mutual agreement of the Issuer and the Holder, will not form part of the amount referred to in
Condition 11.2(b) item (i) (B) of the formula above for the purpose of determination of Conversion Shares.
11.3 Conversion Procedures.
(a) Concurrently with the occurrence of any Event of Automatic Conversion set forth in Condition 11.1, the Issuer shall deliver a written
notice in the form prescribed in APPENDIX II attached hereof (the “Automatic Conversion Notice”) to the Holder which shall stipulate the amount of
the Notes to be converted, the Conversion Price to be applied and the description of the Event of Automatic Conversion, together with any documentary
evidence relating to the occurrence of the said Event of Automatic Conversion. The Conversion Date shall be the date of the Automatic Conversion
Notice to be issued by the Issuer. The Issuer shall on the Conversion Date enter the particulars of the Holder or a person designated by the Holder in the
Issuer’s register of member as holder(s) of the relevant number of Shares and will make such certificate or certificates available for collection at a place
in Hong Kong or, if so requested by the Holder, mail such certificate or certificates to the designated address of the Holder. In the event that the Issuer
fails to complete such registration within five (5) Business Days after the Conversion Date following the issue of the Automatic Conversion Notice,
unless otherwise agreed by the Holder, the Issuer shall be deemed to have withdrawn the Automatic Conversion Notice which, the Issuer and the Holder
agree, shall at no time be considered as having any legal effect on the Holder.
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(b) Under Condition 11.2 hereof, the Holder shall complete, execute and deposit at the office of the Issuer a written notice in the form
prescribed in Appendix III hereof (the “Optional Conversion Notice”), together with the relevant Certificate, which shall stipulate the amount of the
Notes in respect of which the right of conversion is being exercised. The Conversion Date shall be five (5) Business Days from (and including) the date
of the Optional Conversion Notice. The Issuer shall on the Conversion Date, enter the particulars of the Holder or a person designated by the Holder for
the purpose in the Optional Conversion Notice in the Issuer’s register of member as holder(s) of the relevant number of Shares and will make such
certificate or certificates available for collection at a place in Hong Kong or, if so requested in the relevant Conversion Notice, mail such certificate or
certificates to the person and at the place specified in the Conversion Notice. In the event that the Issuer fails to complete such registration on the
Conversion Date, unless otherwise agreed by the Holder, the Holder shall be deemed to have withdrawn the exercise of the Conversion Right and the
Optional Conversion Notice on the date immediately prior to the Conversion Date. If applicable, the Issuer shall also on or prior to the Conversion Date,
issue a new Certificate to the relevant Holder in respect of the balance of the Notes the Conversion Rights of which have not been exercised under
Condition 11.2.
11.4 If the Conversion Date in relation to any Notes shall be on or after the Record Date for any issue, distribution, grant, offer or other event that
gives rise to the adjustment of the Conversion Price pursuant to Condition 12 but before the relevant adjustment becomes effective under the relevant
Condition, upon the relevant adjustment becoming effective the Issuer shall procure the issue to the converting Holder, such additional number of Shares
as is, together with Shares to be issued on conversion of the Notes, equal to the number of Shares which would have been required to be issued on
conversion of such Notes if the relevant adjustment to the Conversion Price had been made and become effective on or immediately after the relevant
Record Date.
11.5 If the Record Date for the payment of any dividend or other distribution in respect of the Shares is on or after the date on which the
Conversion Notice is lodged in respect of any Notes, but before the Conversion Date (disregarding any retroactive adjustment of the Conversion Price
referred to in Condition 12 prior to the time such retroactive adjustment shall have become effective), the Issuer will calculate and pay to the converting
Holder an amount in US dollars equal to such dividend or other distribution to which it would have been entitled had it on that Record Date been such a
shareholder of record and will make the payment at the same time as it makes payment of the dividend or other distribution, or as soon as practicable
thereafter, but, in any event, not later than three Business Days thereafter.
11.6 Shares issued upon conversion shall rank paripassu in all respects with all other existing Shares outstanding at the date of the Conversion
Date and all Conversion Shares shall be entitled to rights to participate in all dividends and other distributions the Record Date of which falls on or after
the Conversion Date.
11.7 No fractional Shares shall be issued upon conversion of the Notes, and the number of the Shares to be so issued to the Holder upon
conversion of such Notes (after aggregating all fractional Shares that would be issued to such Holder) shall be rounded to the nearest whole share (with
one-half being rounded upward).
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11.8 All Notes which are converted in accordance with these Conditions will forthwith be cancelled and may not be reissued.
12. Adjustment in Conversion Price
12.1 The Conversion Price and the number and kind of the securities or properties to be issued upon conversion of Notes pursuant to this
Condition 12 shall be subject to adjustment from time to time as follows:
(a) Adjustment for Splits, Dividends, Recapitalizations, etc. If and whenever there shall be an alteration to the nominal value of the Equity
Securities as a result of any dividend, share split, reverse split, reclassification, recapitalization, consolidation, subdivision, bonus issue or other similar
event affecting the number of outstanding shares of Conversion Shares, the Conversion Price shall be adjusted by multiplying the Conversion Price in
force immediately before such alteration by the following fraction:
A
B
Where:
A is the nominal amount of Equity Securities (calculated on the basis that the Equity Securities are converted to Ordinary Shares and fully
diluted) of the Issuer immediately before such alteration; and
B is the nominal amount of Equity Securities (calculated on the basis that the Equity Securities are converted to Ordinary Shares and fully
diluted) of the Issuer immediately after such alteration.
Such adjustment shall become effective on the date the alteration takes effect.
(b) Adjustment for Other Dividends and Distributions. If and whenever the Issuer shall make or issue, or shall fix a Record Date for the
determination of eligible holders entitled to receive, a dividend or other distribution that is payable in (a) securities of the Issuer, or (b) assets, including
cash, then, and in each such case, the Conversion Price shall be adjusted by multiplying the Conversion Price in force immediately before such issue by
the following fraction:
A-B
A
Where:
A is the current price of one Ordinary Share of the Issuer on the date on which the Capital Distribution is announced; and
B is the fair market value on the date of such announcement, as determined in good faith by any Qualified Accounting Firm, of the portion
of the Capital Distribution attributable to one Ordinary Share.
Such adjustment shall become effective on the date of issue of such Equity Securities or if a Record Date is fixed thereof, immediately
after such record date.
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(c) Adjustment for Dilutive Issuance.
(i) In the event the Issuer shall at any time after the Closing Date issue any new Equity Security, without consideration or for a
consideration per share less than the Conversion Price in effect immediately prior to such issue, then the Conversion Price shall be
reduced, concurrently with such issue, to as of the date of such issue an amount equal to the per share price of such new Equity Securities.
(ii) Deemed Issuances of Shares. In the case of the issuance of options to purchase or rights to subscribe for Shares or Equity
Securities, or options to purchase or rights to subscribe for such Equity Securities (such, options, securities or rights, the “Option”), the
following provisions shall apply for all purposes hereof:
A.

The aggregate maximum number of Shares deliverable upon exercise of Option shall be deemed to have been issued at the
time such Option were issued, and for a consideration equal to the consideration, if any, received by the Issuer upon the
issuance of such Option, plus the minimum exercise price provided in such Option for the Shares covered thereby.

B.

In the event of any change in the number of Shares deliverable, or in the consideration payable to the Issuer upon exercise of
such Option, including, but not limited to, a change resulting from the anti-dilution provisions thereof, the Conversion Price,
to the extent in any way affected by or computed using such Option, be recomputed to reflect such change, but no further
adjustment shall be made for the actual issuance of Shares or any payment of such consideration upon the exercise of any
such Option.

C.

Upon the expiration or termination of any such Option, the Conversion Price of the Note shall, to the extent in any way
affected by or computed using such Option, be recomputed to reflect the issuance of only the number of Shares actually
issued upon the exercise of such Option.

(iii) Determination of Consideration. In the case of the issuance of Shares for cash, the consideration shall be deemed to be the
amount of cash received by the Issuer. In the case of the issuance of the Shares for a consideration in whole or in part other than cash, the
consideration other than cash shall be deemed to be the fair market value thereof, as determined by the board of directors of the Issuer and
agreed by the Holder irrespective of any accounting treatment.
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12.2 Where more than one event which gives, or may give, rise to an adjustment to the Conversion Price occurs within such a short period of time
that, under the requirement from the Holder, in the opinion of the Qualified Accounting Firm the foregoing provisions would need to be operated subject
to some modification in order to give the intended result, such modification shall be made to the operation of the provisions of Condition 12.1 as may be
advised by the Qualified Accounting Firm to be in their opinion appropriate in order to give such intended result.
12.3 Any adjustment to the Conversion Price shall not involve an increase in the Conversion Price. If an adjustment is not made to the Conversion
Price because it would reduce it below the then par value of each Conversion Share and such par value is subsequently reduced then any adjustment not
previously made shall be immediately made to the Conversion Price on such reduction in par value but only to the extent that such adjustment will not
reduce the Conversion Price below the newly reduced par value. Where an adjustment would reduce the Conversion Price to below the par value of each
Conversion Share the Conversion Price shall be reduced to such par value subject to the provisions of this Condition.
12.4 On any adjustment, the resultant Conversion Price shall be rounded down to the nearest U.S. cent but no adjustment shall be made to the
Conversion Price where such adjustment (rounded down if applicable) would be less than one cent. Any adjustment not required to be made, and any
amount by which the Conversion Price has not been rounded down shall be carried forward and taken into account in any subsequent adjustment.
12.5 Upon any adjustment in the Conversion Price, the Issuer shall promptly and in any event no later than three (3) Business Days following any
of the adjustment event, give the Holder a certificate, signed by a director of the Issuer, setting forth in reasonable detail the event requiring the
adjustment and the method by which such adjustment was calculated and specifying the Conversion Price in effect prior to the adjustment, the
Conversion Price then in effect following such adjustment and the effective date thereof.
12.6 The form of the Notes need not be changed because of any adjustment in the Conversion Price or in the number of shares of Conversion
Shares issuable upon its conversion.
13. Transfer and Certificates.
13.1 Freely Transferrable. The Notes are freely transferrable (in whole or in part) by the Holder to its Affiliates subject to compliance with all
Applicable Laws. Any transfer of the Notes may be in respect of the whole or any part of the outstanding principal amount of the Notes. No consent of
the Issuer is required for any transfer of the Notes. Upon the completion of such transfer, the transferring Holder shall procure the transferee of the Notes
to execute a Deed of Adherence in the form attached as Part VII of EXHIBIT G (Forms) to the Notes Purchase Agreement.
13.2 Notes Register. The Issuer shall maintain outside of Hong Kong or any jurisdiction that imposes stamp duty or Taxes on transfer of the Notes
a register (the “Register”) that provides a full and complete record of the names of the Holder, the conversion, the Conversion Price as adjusted in
accordance with these Conditions from time to time, cancellation and destruction of the Notes, replacement Notes issued in substitution for any defaced,
lost, stolen or destroyed Notes, the details and addresses of the Holder from time to time, and the particulars of the Notes held by each Holder, and
particulars of all transfers of the Notes. The Holder or its representative may inspect the Register at any time during normal business hours or may
require that the Issuer (at its expense) provides to the Holder either details of the Notes then outstanding or a certified true copy of the Register.
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13.3 Form of Transfer. Subject to Condition 13.1, the Notes may be transferred in whole or in part by delivering the Certificate issued in respect of
it, with a transfer form in the form prescribed in Appendix IV hereof (the “Transfer Form”) duly completed, stamped and signed, to the address
referred to in Condition 16, whereupon the Issuer will, within five (5) Business Days of such delivery, issue (a) new Certificate(s) which will be made
available for collection at the address referred to in Condition 16 or, if so requested in the Transfer Form, be mailed by registered mail (free of charge to
the Holder), to the address specified in the Transfer Form. No transfer of the Notes will be valid unless and until such transfer has been entered on the
Register.
13.4 Cancellation of Certificate. Any Certificate delivered in respect of the Notes for the purposes of its transfer pursuant to Condition 13.3 will be
cancelled forthwith upon issue of a new Certificate(s) pursuant to Condition 13.3.
13.5 New Certificate for Partial Transfer. Where some but not all of the Notes in respect of which a Certificate is issued are to be transferred, a
new Certificate in respect of the Notes not so transferred, will, within five (5) Business Days of delivery or surrender of the original Certificate to the
Issuer be made available for collection at the address referred to in Condition 16 or, if so requested in the Transfer Form, be mailed (free of charge to the
Holder), to the address specified in the Transfer Form.
13.6 Costs. Registration of transfers of Notes will be effected without charge by or on behalf of the transferor. Any Tax, stamp duty, levy or other
costs and expenses (including legal costs) which may be incurred in Hong Kong in connection with any transfer of the Notes or any request therefor
shall be borne equally by the transferor and the transferee. Any Tax, stamp duty, levy or other costs and expenses (including legal costs) which may be
incurred other than in Hong Kong in connection with any transfer of the Notes or any request therefor shall be fully borne by the Issuer.
13.7 Certificates. Every Holder will be entitled to (a) Certificate(s) in the form or substantially in the form referred to in the Notes Purchase
Agreement. All Certificates shall be issued under the common seal of the Issuer. Notwithstanding anything to the contrary herein, the Issuer shall
comply with the provisions of the Certificates and these Conditions in all respects and the Notes shall be held subject to such provisions and Conditions
which shall be binding upon the Issuer and the Holder and all persons claiming through or under them respectively.
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13.8 Acknowledgement as to Covenants. The Issuer hereby acknowledges and covenants that the benefit of the covenants, obligations and
conditions on the part of or binding upon it contained in the Notes and these Conditions shall enure to each and every Holder.
14. Enforcement of Rights. Save as expressly provided for in the Conditions, each Holder shall be entitled severally to enforce the covenants,
obligations and conditions on the part of or binding upon the Issuer contained in the Notes and these Conditions against the Issuer insofar as each such
Holder’s Notes are concerned, without the need to join the allottee of any such Notes or any intervening or other Holder in the proceedings for such
enforcement. Save as expressly provided for in the Notes and subject to the other Conditions, at any time after any payment in relation to any Notes has
become due and payable or any obligation of the Issuer has not been performed in accordance with these Conditions, the Holder may, at its discretion
and without further notice, take such proceedings as it may think fit to enforce payment of the amount due and payable to it in respect of the Notes held
by it and to enforce the provisions of the Notes held by it and these Conditions.
15. Replacement Notes.
15.1 Lost or Mutilated Certificate. If the Certificate for the Notes is lost or mutilated the Holder shall forthwith notify the Issuer and a replacement
Certificate for the Notes shall be issued if the Holder provides the Issuer with: (a) the mutilated Certificate for the Notes; and (b) a declaration by the
Holder or an officer of the Holder that the Notes had been lost or mutilated (as the case may be) or other evidence that the Certificate for the Notes had
been lost or mutilated.
15.2 Cancellation. Any Certificate for the Notes replaced in accordance with this Condition shall forthwith be cancelled. All administrative costs
and expenses associated with the preparation, issue and delivery of a replacement Certificate for the Notes shall be borne by the Issuer.
16. Relevant Address in Hong Kong.
The address for the deposit of a Transfer Form, for presentation and surrender of the Notes and for all such other purposes as are so specified in
these Conditions will be:
Attention: Gao Wen (高文)
Address: Unit O-P 6F, Wai Cheung Industrial Centre, 5 Shek Pai Tau Road, Tuen Mun, NT, Hong Kong
Email: *****
Tel: *****
or such other address in Hong Kong as may be notified by the Issuer to the Holder in writing from time to time in accordance with Condition 17.1.
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17. Notice.
17.1 Format of Notices. All notices, requests, claims, demands and other communications hereunder shall be in writing and shall be given or made
(and shall be deemed to have been duly given or made upon receipt) by delivery in person, by an internationally recognized overnight courier service, by
facsimile or registered mail (postage prepaid, return receipt requested), to the respective Parties at the addresses set forth below (or at such other address
for a Party as shall be specified in a notice given in accordance with this Condition 17).
To the Holder:
Address and Fax as shown in the Register
To the Issuer:
Address: 3/F, Block A, Tower 1 of Software Industry Base, No. 85 Xuefu Road, Nanshan District, Shenzhen(深圳市南山区学府路
85号软件产业基地1栋A座3层)
Fax:
Attn:

*****
Shi Yimeng (石义猛)

17.2 Deemed delivery of notice.
Unless there is evidence that it was received earlier, a notice is deemed to have been duly given if: (a) delivered personally, when left at the
address specified in Section 8.5(i); (b) sent by a courier, at 5:00 p.m. local time in the place of receipt on the 3rd Business Day after (but excluding) the
date of posting (at the place of posting); or (c) if given or made by facsimile, immediately after it has been despatched with a confirmation that all pages
have been transmitted except where despatch is not on a Business Day.
Notwithstanding the foregoing a notice that is deemed to be received after 5:00 p.m. local time at the place of receipt on any day, or on a day
which is not a Business Day, shall be deemed to be received at 9:00 a.m. local time at the place of receipt on the next Business Day
17.3 Proof of service. In proving service of a communication, it shall be sufficient to show that delivery by hand was made or that the envelope
containing the communication was properly addressed and posted as a pre-paid letter or that the facsimile transmission was despatched and a
confirmatory transmission report or other acknowledgment of good receipt was received.
18. Governing Law. The Notes and the Conditions shall be governed by and construed in accordance with the laws of Hong Kong.
19. Amendments. Any term of the Notes may only be amended with the written consent of the Issuer and the Holder. Any amendment or waiver effected
in accordance with this Condition 19 shall be binding upon the Issuer and the Holder(s).
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20. Confidentiality.
20.1 Except as may be required by Applicable Laws, none of the parties hereto shall disclose to any third party the Conditions or the
transactions contemplated hereby (“Confidential Information”) without prior approval by the other parties hereto.
20.2 Notwithstanding anything to the contrary contained herein, the Holder shall have the right to disclose:
(a) any Confidential Information to the Holder’s Affiliate, the Holder’s and/or its fund manager’s and/or its Affiliate’s legal counsel,
fund manager, auditor, insurer, accountant, consultant, creditor, clients or to an officer, director, general partner, limited partner, fund manager,
shareholder, investor, bona fide potential investor, counsel or advisor, or employee of such investor and/or any of its Affiliate; provided, however, that
any such Person shall be advised of the confidential nature of the Confidential Information;
(b) any information for fund and inter-fund reporting purposes;
(c) any information as required by Applicable Laws, Governmental Authorities, legal process and/or exchanges;
(d) any information to bona fide prospective purchasers/investor of the Notes, any share, security or other interests in the Issuer,
(e) any information to the transferee or assignee of the Notes, and/or
(f) any information contained in press releases or public announcements of the Issuer.
20.3 Except as set forth in Condition 20.1 and Condition 20.2 above, in the event that any party is requested or becomes legally compelled
(including without limitation, pursuant to any Applicable Laws in relation to Tax, securities or otherwise) to disclose any Confidential Information, such
party (the “Disclosing Party”) shall to the extent permitted by Applicable Laws provide the other parties hereto with prompt written notice of that fact
and shall consult with the other parties hereto regarding such disclosure. At the request of the other parties hereto, the Disclosing Party shall, to the
extent reasonably possible and with the cooperation and reasonable efforts of the other parties hereto, seek a protective order, confidential treatment or
other appropriate remedy. In any event, the Disclosing Party shall furnish only that portion of the information that is legally required and shall exercise
reasonable efforts to obtain reliable assurance that confidential treatment will be accorded to such information.
20.4 Notwithstanding any other provision of this Condition 20, the confidentiality obligations of the parties hereto under this Condition 20 shall
not apply to: (a) information which a restricted party learns from a third party having the right to make the disclosure, provided the restricted party
complies with any restrictions imposed by the third party; (b) information which is rightfully in the restricted party’s possession prior to the time of
disclosure by the protected party and not acquired by the restricted party under a confidentiality obligation; (c) information which was in the public
domain or otherwise known to the restricted party before it is furnished to it by another party hereto or, after it is furnished to that restricted party, enters
the public domain without breach by that restricted party of this Condition 20; (d) information disclosed by any director or observer of the Issuer to its
appointer or any of its Affiliates or to any Person to whom disclosure would be permitted in accordance with the foregoing provisions of this Condition
20; or (e) information which a restricted party develops independently without reference to the Confidential Information.
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21. Waiver; Severability. No failure or delay by the parties hereto to exercise any right hereunder shall operate as a waiver thereof, nor shall any single
or partial exercise of any right, power or privilege preclude any other right, power or privilege. Each and all of the various rights, powers and remedies
of a party will be considered to be cumulative with and in addition to any other rights, powers and remedies which such party may have at law or in
equity in the event of the breach of any of the Conditions. The provisions of the Conditions are severable and if anyone provision hereof shall be held
invalid or unenforceable in whole or in part in any jurisdiction, such invalidity or unenforceability shall affect only such provision in such jurisdiction.
22. Independent Legal Advice. The Issuer agrees and acknowledges that (a) it was afforded sufficient opportunity to obtain independent legal advice
regarding the Notes and the transactions contemplated under the other Transaction Documents; and (b) it fully understands all of the terms, conditions,
restrictions and provisions set forth in the Notes and the other Transaction Documents and the obligations and liabilities thereof, and that each such term,
condition, restriction and provision is fair and reasonable with respect to the subject matter thereof.
23. No Presumption. The Issuer agrees and acknowledges that any Applicable Law that would require interpretation of any claimed ambiguities in the
Notes against the party that drafted it has no application and is expressly waived. If any claim is made by the Issuer relating to any conflict, omission or
ambiguity in the provisions of the Notes, no presumption or burden of proof or persuasion will be implied because the Notes were prepared by or at the
request of that party or its counsel.
24. Dispute Resolution.
24.1 Each party agrees that any legal action or proceeding arising out of or relating to the Notes may be brought in the courts of Hong Kong and
irrevocably submits to the non-exclusive jurisdiction of such courts, provided that the Issuer agrees that it may only commence proceedings arising out
of or relating to the Notes in the courts of Hong Kong.
24.2 Nothing herein shall limit the right of the Holder to commence any legal action against the Issuer and its property in any other jurisdiction or
to serve process in any manner permitted by Applicable Laws, and the taking of proceedings in any jurisdiction shall not preclude the taking of
proceedings in any other jurisdiction whether concurrently or not.
24.3 The Issuer irrevocably and unconditionally waives any objection which it may now or hereafter have to the choice of Hong Kong as the
venue of any legal action arising out of or relating to the Notes and any claim that any such legal action has been brought in an inconvenient or
inappropriate forum. The Issuer also agrees that a final judgment against it in any such legal action shall be final and conclusive and may be enforced in
any other jurisdiction, and that a certified or otherwise duly authenticated copy of the judgment shall be conclusive evidence of the fact and amount of
its Indebtedness.
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24.4 The Issuer consents generally in respect of any proceedings to the giving of any relief or the issue of any process in connection with such
proceedings including the making, enforcement or execution against any property whatsoever (irrespective of its use or intended use) of any order or
judgment which may be made or given in such proceedings.
24.5 To the extent that the Issuer may now or hereafter be entitled, in any jurisdiction in which proceedings may at any time be commenced with
respect to the Notes, to claim for itself or its assets any immunity (sovereign or otherwise) from suit, jurisdiction of any court, attachment prior to
judgment, attachment in aid of execution of a judgment, execution of a judgment or from set off, banker’s lien, counterclaim or any other legal process
or remedy with respect to its obligations under the Notes and/or to the extent that in any such jurisdiction there may be attributed to the Issuer, any such
immunity (whether or not claimed), the Issuer hereby to the fullest extent permitted by Applicable Laws irrevocably agrees not to claim, and hereby to
the fullest extent permitted by Applicable Laws waive, any such immunity.
24

APPENDIX I
FORM OF EOD NOTICE OF REDEMPTION
US$[●]
NOTES DUE 2020 (the “NOTES”)
TO:

[]
(the “Issuer”)
Attention: The Directors

[Date]
Unless otherwise specified, capitalized terms used in this letter have the meanings set out in the Notes Purchase Agreement entered into between,
among others, the Issuer, and other parties thereto in relation to the Notes dated [●] and the Terms and Conditions attached to the Notes.
We hereby give notice that an Event of Default has occurred.
We, being the registered holder(s) of the Notes represented by the attached Certificate, hereby give notice that we exercise our option to redeem
such Notes pursuant to Condition 9.2 and require the Issuer to repay the EOD Redemption Amount, on [●] in accordance with the Conditions.
We require you to pay to us in the manner authorized below the moneys to which we are entitled pursuant to this EOD Notice of Redemption.
We authorize and request you to pay the said sum by telegraphic transfer to the bank account(s) set out below:
[Insert bank account(s) details]
Name of Holder:

Date:

Address:

Tel. No:

Signature:

Fax No:
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APPENDIX II
FORM OF AUTOMATIC CONVERSION NOTICE
US$[●]
NOTES DUE 2020
(the “NOTES”)
TO:

[]
(the “Holder”)
Attention: The Directors

[Date]
Unless otherwise specified, capitalized terms used in this letter have the meanings set out in the Notes Purchase Agreement entered into between,
among others, the Holder, and other parties thereto in relation to the Notes dated [●] and the Terms and Conditions attached to the Notes.
We, being the Issuer of the Notes, hereby give notice to the Holder that pursuant to and in accordance with Condition 11.1, the following Event of
Automatic Conversion has occurred. Therefore, all of the outstanding principal amount of the Notes held by the Holder together with accrued and
unpaid interest on all the outstanding Notes shall be converted in accordance with Condition 11.3(a).
Description of Event of Automatic Conversion: [●] (documentary evidence relating to the Event of Automatic Conversion is attached to this
notice)
Conversion Price: US$[●]
Total number of Shares to be issued upon conversion: [●] Shares.
We request the Holder to deliver the Certificate(s) in respect of the Notes held by the Holder by the end of [●] to our address referred to in
Condition 17.
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We undertake to issue the Conversion Shares to the Holder and to update our register of members to show the Holder as holder(s) of the relevant
number of the Conversion Shares in accordance with the Conditions.
[●]
Name of Issuer:

Date:

Address:

Tel. No:

Signature:

Fax No:
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APPENDIX III
FORM OF OPTIONAL CONVERSION NOTICE
US$[●]
NOTES DUE 2020
(the “NOTES”)
TO:

[ ]
(the “Issuer”)
Attention: The Directors

[Date]
Unless otherwise specified, capitalized terms used in this letter have the meanings set out in the Notes Purchase Agreement entered into between,
among others, the Issuer, and other parties thereto in relation to the Notes dated [●] and the Terms and Conditions attached to the Notes.
We, being the registered holder(s) of the Notes represented by the attached Certificate, hereby give notice that we exercise our Conversion Rights
pursuant to and in accordance with Condition 11.2 to convert, together with the accrued and unpaid interest, [all of the outstanding principal amount of
the Notes] [such principal amount of the Notes equal to US$[●] into Conversion Shares at the applicable Conversion Price.
Total number of Shares to be issued upon conversion: [●] Shares.
We request the Issuer to:
(a)

issue the Conversion Shares to us in accordance with the Conditions, and to enter particulars into the register of members of the Issuer to
show us as holder(s) of the relevant number of Shares; and

(b)

[issue a new Certificate to us in respect of the balance of the Notes the Conversion Rights of which have not been exercised under this
Optional Conversion Notice,]

and to make the above certificate(s) available for collection at:
(i)

a place in Hong Kong or,

(ii)

if an address is identified below the Holder’s signature, mail such certificate(s) to the Holder at the address specified below.
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Name of Holder:

Date:

Address:

Tel. No:
Fax No:

Signature:
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APPENDIX IV
FORM OF TRANSFER FORM
INSTRUMENT OF TRANSFER
in relation to Notes (the “ Notes”) issued by
[]
on [●]
FOR VALUE RECEIVED [Name of transferor] hereby transfers to:
[Name of transferee], a company incorporated in [●] whose registered office is situated at [●]
US$[●] principal amount of the Notes in respect of which the attached Certificate(s) is/are issued, and all rights in respect thereof.
All payments in respect of the Notes hereby transferred are to be made by cashier order (unless otherwise instructed by the transferee).
The address of the transferee for the purposes of Condition 17 of the Terms and Conditions in relation to the Notes is [that stated above] /
[__________________________________].
Date:
Signed by

)

for and on behalf of [transferor]

)

in the presence of:

)

Signed by

)

for and on behalf of [transferee]

)

in the presence of:

)
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[•], 2017
NOTES CERTIFICATE
Certificate No._________________________

Principal Amount: US$25,000,000
UCLOUDLINK GROUP INC.
(the “Issuer”)

(an exempted company incorporated with limited liability under the laws of Cayman Islands)
US$25,000,000
8.0 per cent. Convertible Notes due 2020
THIS NOTES CERTIFICATE (the “Certificate”) represents in aggregate principal amount of US$25,000,000 convertible notes due 2020 (the
“Notes”) of the Issuer, duly issued pursuant to the memorandum and articles of association of the Issuer, the Notes Purchase Agreement (the “Notes
Purchase Agreement”) dated [●], 2017 entered into by and among the Issuer, Hai Tong Asset Management (HK) Limited (acting on behalf of and for
the account of Haitong Freedom Multi-Tranche Bond Fund), Haitong International Investment Fund SPC (acting on behalf of and for the account of
Haitong International Investment Fund SPC – Fund I SP) and other parties thereto and a resolution of the board of directors of the Issuer passed on [●].
The Issuer promises to pay to the holder of the Notes in respect of which this Certificate is issued the interest accrued at the rate of 8.0 per cent. per
annum and principal that shall become due and repayable in respect of the Notes.
THIS IS TO CERTIFY that Haitong International Investment Fund SPC (acting on behalf of and for the account of Haitong International Investment
Fund SPC – Fund I SP), whose registered office is at 22/F, Li Po Chun Chambers, 189 Des Voeux Road, Central, Hong Kong, is the registered holder of
the Notes of the principal amount stated above. The Notes are issued subject to and with the benefit of the attached terms and conditions (the
“Conditions”) which are deemed to be part of it. The Conditions are binding on both the holder of the Notes and the Issuer. The Issuer undertakes (both
to the holder of the Notes and to any lawful transferee thereof pursuant to Condition 13) to perform its obligations in accordance with the provisions of
the Conditions.
This Certificate is governed by and shall be construed in accordance with the laws of Hong Kong.
The Holder is entitled to all of the benefits of the Notes and may enforce the agreements contained herein and exercise the remedies provided for hereby
or otherwise available in respect hereof, all in accordance with the terms hereof.
Note: The Notes cannot be transferred by delivery and are only transferable to the extent permitted by Condition 13. This Certificate must be
delivered to the Issuer for cancellation and reissue of an appropriate certificate in the event of any such transfer.
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EXECUTED AS A DEED by:
UCLOUDLINK GROUP INC. on

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

The Common Seal is affixed in
accordance with its articles of
associations in the presence of:

Witness Signature:
Name:
Address:
Occupation:
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Signature of authorized person
Director
Office held

Name of authorized person

TERMS AND CONDITIONS
1. Definitions and Interpretation.
1.1 Definitions. Unless defined hereunder or the context otherwise expressly requires, words and expressions used in these Conditions shall have
the same meaning as given to them in the Notes Purchase Agreement. In addition, the following terms shall have the following meanings when
used in these Conditions:
“Automatic Conversion” means the conversion of all of the Notes set forth in Condition 11.1 upon the occurrence of the Events of Automatic
Conversion.
“Automatic Conversion Notice” has the meaning set forth in Condition 11.3(a) hereof.
“Bankruptcy Law” has the meaning set forth in Condition 9.2(p) hereof.
“Capital Distribution” means (i) any distribution of assets in specie by the Issuer for any financial period whenever paid or made and however
described (and for these purposes a distribution of assets in specie includes without limitation an issue of shares or other securities credited as
fully or partly paid (other than Shares credited as fully paid by way of capitalisation of reserves); and (ii) any cash dividend or distribution of any
kind by the Issuer for any financial period.
“Confidential Information” has the meaning set forth in Condition 20.1 hereof.
“Conversion Date” means, in relation to any of the Notes, the date on which the Notes are converted into the Conversion Shares in accordance
with these Conditions.
“Conversion Price” means the price per Share which is determined by dividing (i) the Specific Pre-money Valuation (as of the date immediately
before the issuance of this Notes) by (ii) the aggregate number (as of the date immediately before the issuance of this Notes) of the Equity
Securities (as defined below) outstanding and issued by the Issuer subject to adjustment in accordance with the provisions of Condition 12, which
is as of the Closing Date USD 40.7719 per Share on fully diluted basis.
“Conversion Rights” means the rights provided under these Conditions and attached to each Note to convert the principal amount or a part
thereof into the Conversion Shares.
“Conversion Shares” means the Shares to be issued by the Issuer pursuant to these Conditions upon conversion of the Notes.
“Custodian” has the meaning set forth in Condition 9.2(p) hereof.
“Day Count Fraction” means in respect of any period, the actual passing days divided by 360.
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“Default” means an Event of Default or any event or circumstance which would (with the expiry of any grace period, the giving of notice, the
making of any determination or a combination thereof) be an Event of Default.
“Default Interest” has the meaning set forth in Condition 7.1 hereof.
“Disclosing Party” has the meaning set forth in Condition 20.3 hereof.
“EOD Notice” has the meaning set forth in Condition 9.2 hereof.
“EOD Notice of Redemption” has the meaning set forth in Condition 9.2 hereof.
“EOD Redemption Amount” means, upon early redemption of the Notes due to occurrence of any Event of Default, the amount payable by the
Issuer to the Holder in respect of the outstanding principal amount of the Notes on the date of such redemption, being the aggregate of:
(a) principal amount of all the Notes then outstanding;
(b) interest accrued and outstanding under Condition 6 hereof;
(c) any Default Interest accrued and outstanding to the Holder; and
(d) any other payment accrued and outstanding to the Holder pursuant to these Conditions.
“Equity Securities” means, with respect to any Person, such Person’s share capital, capital stock, membership interests, partnership interests,
registered capital, joint venture or other ownership interests or any options, warrants or other securities that are directly or indirectly convertible
into, or exercisable or exchangeable for, such share capital, capital stock, membership interests, partnership interests, registered capital or joint
venture or other ownership interest (whether or not such derivative securities are issued by such Person) and “Equity Security” shall be construed
accordingly
“Event of Automatic Conversion” has the meaning set forth in Condition 11.1 hereof and “Events of Automatic Conversion” shall be
construed accordingly.
“Event of Default” has the meaning set forth in Condition 9.2 hereof and “Events of Default” shall be construed accordingly.
“Holder” means any person who is the registered holder of any Notes then outstanding and “Holders” shall be construed accordingly.
“Interest” has the meaning set forth in Condition 6.1 hereof.
“Interest Payment Date” has the meaning set forth in Condition 6.2 hereof.
“Issuer” has the meaning set forth in the Preamble.
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“Latest Audit Year” means the last financial year before the Issuer’s submission of initial public offering application. For example, if the Issuer
submits initial public offering application at any time in 2019, 2018 shall be the Latest Audit Year.
“Maturity Date” has the meaning set forth in Condition 5 hereof.
“Notes” has the meaning set forth in the Preamble hereof.
“New Qualified Financing” means any financing obtained by the Issuer involving the issuance of additional Equity Securities of the Issuer
meeting the requirements of the Specific Investment Amount and the Specific Investment Valuation. For the avoidance of doubt, such financing
shall not include the issuance of the Warrant Notes and the additional issuance of Additional Equity Securities as defined under Section 2.3 of the
Notes Purchase Agreement.
“Option” has the meaning set forth in Condition 12.1(c)(ii) hereof.
“Optional Conversion” means the conversion of any or all of the Notes set forth in Condition 11.2.
“Optional Conversion Notice” has the meaning set forth in Condition 11.3(b) hereof.
“Qualified Accounting Firm” means any of Price Waterhouse Coopers, Deloitte Touche Tohmatsu, Klynveld Peat Marwick Goerdeler, Ernst &
Young or another accounting firm recognized by the Holder.
“Record Date” means the date the relevant event occurs or, if the shareholders of the Issuer are entitled to participate in such event at an earlier
record date, such earlier record date.
“Register” has the meaning set forth in Condition 13.2 hereof.
“Shares” means the Issuer’s Ordinary Shares with par value US$0.001 each.
“Specific Investment Amount” means with respect to any new financing (other than the issuance of the Warrant Notes and the additional
issuance of Additional Equity Securities as defined under Section 2.3 of the Note Purchase Agreement), the investment amount is no less than
US$50 million, or such other amount as agreed by the Holder.
“Specific Investment Valuation” means with respect to the valuation of the Issuer immediately prior to any New Qualified Financing by
(a) strategic investors approved by the Holder: US$700 million or more; or (2) non-strategic investors: US$800 million or more .
“Specific Pre-money Valuation” means the pre-money valuation of the Issuer being US$520 million (as adjusted for any share splits, share
consolidation, share dividends, restructuring, merge, reclassification of shares, adjustment of capital structure, issuance of new shares or
subscription of options or the like).
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“Sponsor Agreement” has the meaning set forth in Condition 11.1(a)(iii) hereof.
“Tax” or “Taxes” means all applicable forms of taxation, duties, levies imposts and social security charges, whether direct or indirect including
without limitation corporate income tax, wage withholding tax, national social security contributions and employee social security contributions,
value added tax, business tax, customs and excise duties, capital tax and other legal transaction taxes, dividend withholding tax, dividend
distribution tax, land taxes, environmental taxes and duties and any other type of taxes or duties payable by virtue of any Applicable Laws and
which may be due directly or by virtue of joint and several liability in any relevant jurisdiction; together with any interest, penalties, surcharges or
fines relating to them, due, payable, levied, imposed upon or claimed to be owed in any relevant jurisdiction.
“Tax Return” means report or statement showing Taxes, used to pay Taxes, or required to be filed with respect to any Tax (including any
elections, declarations, schedules or attachments thereto, and any amendment thereof), including any information return, claim for refund,
amended return or declaration of estimated or provisional Tax.
“Transfer Form” has the meaning set forth in Condition 13.3 hereof.
1.2 The provisions of Notes Purchase Agreement (where appropriate) shall apply to these Conditions as though they were set out in full in these
Conditions, except that references to “this Agreement” therein are to be construed as references to these Conditions.
1.3 A Default or an Event of Default is continuing if it has not been remedied or waived in writing.
1.4 If calculation of any money or payment (in the currency of USD or RMB) arising from or in relation to the Notes require currency conversion, the
foreign exchange rate shall be the USD and RMB spot exchange rate announced by the People’s Bank of China at 9:00 a.m. on the date of conversion.
2. Form. The Notes are in registered form only. A Certificate will be issued to the Holder in respect of its registered holding of the Notes. All
Certificates shall be issued under the common seal of the Issuer.
3. Title. Title to the Notes will pass on registration by the Issuer of any transfer thereof in accordance with Condition 13. Each Holder will (except as
otherwise required by Applicable Laws) be treated as the absolute owner of the Notes (whether or not overdue and regardless of any notice of
ownership, trust or any interest in it or any writing on, or the theft or loss of, the Certificates issued in respect of them) for the purpose of receiving
payment and for all other purposes.
4. Status. The Notes constitute direct, unconditional and unsubordinated obligations of the Issuer and rank equally and without any preference amongst
themselves. The payment obligations of the Issuer under the Notes will (subject to any obligations preferred by mandatory provisions of Applicable
Laws) rank at least pari passu with all other present and future direct, unconditional and unsubordinated obligations of the Issuer. No application will be
made for an intial public listing of the Notes on any stock exchange.
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5. Maturity Date. The outstanding principal amount which is payable under the Notes pursuant to these Conditions shall be due and payable on [To be
inserted on Closing Date] 2020 (the “Maturity Date”), unless the maturity of the Notes is accelerated upon the occurrence of an Event of Default set
forth in Condition 9.2 hereof. The Issuer has the right to repay or redeem the Notes after one year of the Closing Date by mutual agreement between the
Issuer and the Holder in writing.
6. Interest.
6.1 Interest shall accrue on the outstanding principal amount of the Notes at the rate of 8% per annum (the “Interest”), from and including the
Closing Date until and including the date on which all outstanding Notes are converted and/or redeemed in accordance with these Conditions.
6.2 All the interest under this Condition 6 shall be due and payable in cash by the Issuer in arrears on each interest payment date (the “Interest
Payment Date”), which shall be the last Business Day in every six (6) Months falling from and including the Closing Date until and including the date
on which the Notes are converted and/or redeemed in accordance with these Conditions.
6.3 All the interest accrued pursuant to the terms of this Condition 6 shall be calculated on the basis of a 360-day year for the actual number of
days elapsed. The Issuer shall pay to each Holder all the interest accrued pursuant to the terms of this Condition 6 in accordance with Condition 10.2.
7. Default Interest.
7.1 All outstanding principal amount of the Notes and all accrued interest which remain due and payable upon the first date that any of the following
events (set forth in Conditions 7.1(a) and (b)) occurs shall bear interest (both before and after judgment and payable on demand) from (and including)
the day immediately following the first date that any of the following events occurs until the date on which such overdue amount is unconditionally and
irrevocably paid and discharged in full at the rate of 15% per annum (“Default Interest”):
(a) the occurrence of an event set forth in Condition 9.2(a); and
(b) the Holder issues an EOD Notice of Redemption on the ground of any Event of Default set forth in Condition 9.2(b) to 9.2(u).
7.2 Notwithstanding Condition 7.1:
(a) in relation to the occurrence of any Event of Default set forth in Condition 9.2(b) to 9.2(u), Default Interest will not accrue prior to the
Holder’s issue of an EOD Notice of Redemption pursuant to Conditon 9.2;
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(b) in the event that the Holder issues an EOD Notice of Redemption on the ground of any Event of Default set forth in Condition 9.2(b) to
9.2(u), Default Interest will not accrue for a period of thirty (30) days from (and including) the date on which such Event of Default first occurs and, at
the discretion of the Holder, will not continue to accrue if such Event of Default has been remedied to the satisfaction of the Holder;
(c) Default Interest will not accrue if all the Notes together with all other moneys due hereunder are fully redeemed, repaid or converted
into Conversion Shares at the end of the 30 days period referred to in Condition 7.2(b).
7.3 The Default Interest shall be calcuated on the basis of a 360-day year for the actual number of days elapsed. The Issuer shall pay to the Holder all the
accrued Default Interest in accordance with Condition 10.2.
8. Negative Pledge and Other Undertakings
8.1 Except with the prior written consent from the Holder, so long as the Notes remain outstanding, the Issuer will not create or permit to subsist,
and the Issuer will procure that the Group Companies will not create or permit to subsist, any Encumbrance with the value in aggregate in excess of
US$10,000,000 upon the whole or any part of the Group Companies’ undertaking, assets or revenues, present or future, to secure any relevant
indebtedness or to secure any guarantee of or indemnity in respect of any relevant indebtedness unless, at the same time or prior thereto, (a) the Issuer’s
obligations under the Notes are secured equally and rateably therewith, or (b) the Holder has the benefit of such other security, guarantee, indemnity or
other arrangement as the Holder in its absolute discretion shall consider to be in form and substance not materially less beneficial to the Holder.
8.2 The Issuer covenants with the Holder from time to time and at all times while any of the Notes remains outstanding that, the Issuer shall not,
shall procure that any other Group Company shall not, without the prior written consent of the Holder, take any of the actions listed in Exhibit H
(Protective Provisions) attached to the Notes Purchase Agreement.
8.3 The Issuer undertakes to, and with respect to items (k) to (m) below, undertakes to procure other Group Companies to, from time to time and
at all times while any of the Notes remains outstanding:
(a) punctually pay the principal, any interest payable on the Notes and other amount due and payable under the Notes (including without
limitation the redemption amount payable under Condition 9 hereof) in the manner specified in these Conditions;
(b) ensure that the Notes may be converted legally at all times;
(c) keep available for issue, free from pre-emptive rights and other rights and Encumbrances, out of its authorised but unissued share
capital sufficient Shares to satisfy the Conversion Rights attaching to the Notes, and to ensure that all Shares to be issued upon the conversion of the
Notes will be duly and validly issued and credited as fully paid and free from any Encumbrances and rank at least pari passu with all other Shares then
in issue;
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(d) pay the costs and expenses of the issue of the Conversion Shares arising on and in connection with the conversion of the Notes
according to the conditions and terms of this Note;
(e) (i) within forty-five (45) days after the end of each fiscal quarter of each financial year, deliver to the Holder the consolidated
management accounts of the Issuer for such fiscal quarter, (ii) within ninety (90) days after the financial year ended on 31st December 2018, deliver to
the Holder the consolidated financial reports for its financial years ended on 31st December 2017 and 31st December 2018, and (iii) within ninety
(90) days after the end of each subsequent financial year, deliver to the Holder a consolidated financial report for such financial year of the Issuer and
audited by a Qualified Accounting Firm;
(f) perform and observe its obligations contained in these Conditions to the intent that these Conditions shall enure to the benefit of
Holder;
(g) forthwith give written notice to the Holder immediately upon the occurrence of any condition or event that constitutes a Default or an
Event of Default;
(h) forthwith give written notice to the Holder of any compliance and filing obligations that may be imposed on the Holder by any
Governmental Authority in relation to any transactions contemplated under the Transaction Documents;
(i) execute and deliver upon the request of the Holder and at the Issuer’s expense, such additional documents, instruments and agreements
as the Holder may require to carry out and give effect to the intent or provisions of the Notes and the other Transaction Documents and the transactions
contemplated hereunder and thereunder;
(j) maintain its registration and good standing under the Applicable Laws of the jurisdiction of its incorporation;
(k) comply with the requirements of all Applicable Laws in relation to the conduct or operation of its business or the ownership or use of
any of its assets or properties;
(l) obtain, comply with and maintain in full force and effect all the consents, permits, licences and approvals necessary for conducting of
its major business and operations, for performing its obligations under the Transaction Documents, and to ensure the legality, validity, enforceability and
admissibility in evidence in proceedings of any Transaction Documents; and
(m) file, within the times and within the manner prescribed by Applicable Laws, all Tax Returns which are required to be filed by it, with
respect to its business or otherwise, which Tax Returns shall reflect accurately its liability for all Taxes for the periods covered thereby.
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9. Repayment and Redemption.
9.1 Repayment upon Maturity.
(a) Unless previously redeemed, converted or cancelled in accordance with these Conditions and provided otherwise, and subject to
Condition 9.2(a), the Issuer shall redeem on the Maturity Date all the outstanding principal amount of the Notes in an amount equal to the aggregate of
(i) the outstanding principal amount of the Notes; (ii) interest accrued and outstanding but not paid under Condition 6; and (iii) any Default Interest
accrued and outstanding to the Holder (if any), taking into account all interest payment paid on the Notes prior to or on the date of such repayment in
accordance with Condition 6; and (iv) any other payment accrued and outstanding to the Holder pursuant to these Conditions.
9.2 EOD Redemption. Upon the occurrence of any of the following events (“Event of Default”), the Issuer shall deliver the Holder a written
notice describing the time and facts of such Event of Default (the “EOD Notice”) within seven (7) Business Days after the occurrence of such an Event
of Default and the Holder shall be entitled to require, by lodging a Notice of Redemption in the form prescribed in Appendix I hereof (the “EOD Notice
of Redemption”) at the address specified in Condition 17.1, the Notes registered in its name to be redeemed by the Issuer at the EOD Redemption
Amount, which at the time of such EOD Notice of Redemption shall become immediately due and payable (for avoidance of doubts, the Holder shall
have the right at any time after the occurrence of an Event of Default to deliver the EOD Notice of Redemption even without receipt of the EOD Notice
and without subject to the said 7 Business Days’ notice period in relation to the EOD Notice). The Events of Default are:
(a) any failure by the Issuer to pay the principal, and/or any interest due and payable on the Notes or any other amount due and payable
under the Notes on its due date in the manner specified in these Conditions;
(b) any breach or default of any obligations, covenants, undertakings or other terms under any of the Transaction Documents (other than
breach or default provided in Conditions 9.3(a)) and such breach or default is incapable of remedy or, if capable of remedy, is not remedied in full within
30 Days from the date on which such breach or default occurs;
(c) the filing of a petition or any proceedings by or against any Group Company under any Applicable Law relating to bankruptcy,
insolvency or other relief for debtors; or appointment of a receiver, trustee, custodian or liquidator of or for all or any part of the assets or property of
any Group Company; or the insolvency of any Group Company; or the making of a general assignment for the benefit of creditors by any Group
Company or stops or threatens to cease to carry on all or any substantial part of its business;
(d) without prior written consent of the Holder, the Founders Chen Zhaohui or Peng Zhiping, together with Persons acting in concert with
them, no longer, directly or indirectly, effectively hold the largest number of the Shares of the Issuer;
(e) without prior written consent of the Holder, the Issuer no longer control, directly or indirectly the Major Subsidiaries listed in Part III of
Exhibit A (Parties) attached to the Notes Purchase Agreement, which shall include but not limited to the subsidiary companies listed in the latest audited
consolidated financial statements of the Issuer and to be updated by the Issuer from time to time depending on developments of the business;
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(f) any failure by the Issuer to deliver the Conversion Shares as and when such Conversion Shares are required to be delivered following
the conversion of the Notes or any failure by the Issuer to, or procure its share registrar to, register the Person designated in an Optional Conversion
Notice as holder(s) of the relevant number of Shares in the Issuer’s share register;
(g) any breach of the covenants by any Covenantor under Section 6 of the Notes Purchase Agreement;
(h) any representation, warranty, certification or statement made by or on behalf of any Covenantor under any of the Transaction
Documents shall become incorrect, misleading or false;
(i) any one or more events or changes shall have occurred that have caused or constitute or likely to cause or constitute, either in any case
or in the aggregate, a Material Adverse Effect;
(j) any of the Transaction Documents shall be held in any judicial proceedings to be unenforceable or invalid, or not perfected, or cease or
fail for any reason to be in full force and effect or to create or constitute an interest with the priority and effect required under such Transaction
Document;
(k) it becomes illegal under any Applicable Law for any Covenantor to perform or comply with any one or more of its obligations under
the Notes and/or under any other Transaction Documents or any enforceable final ruling is rendered by a competent court to the effect that any
obligation under the Notes or under any other Transaction Documents is illegal or invalid;
(l) a distress, attachment, execution, seizure before judgment or other legal process is levied, enforced or sued out on or against any part of
the property, assets or revenues of the Group Company with the value in excess of US$10,000,000 or the equivalent RMB and is not discharged or
stayed within ten (10) days;
(m) (i) any other present or future indebtedness (whether actual or contingent) of the Group Company for or in respect of moneys
borrowed or raised becomes (or becomes capable of being declared) due and payable prior to its stated maturity by reason of any actual or potential
default, event of default or the like (howsoever described) with the value in excess of US$10,000,000 or the equivalent RMB, or (ii) any such
indebtedness with the value in excess of US$10,000,000 or the equivalent RMB is not paid when due or, as the case may be, within any applicable grace
period, or (iii) the Group Company fails to pay when due any amount payable by it under any present or future guarantee for, or indemnity in respect of,
any moneys borrowed or raised with the value in excess of US$10,000,000 or the equivalent RMB;
(n) an encumbrancer takes possession or an administrative or other receiver or an administrator or other similar officer is appointed of any
part of the property, assets or revenues of the Group Company with the value in excess of US$10,000,000 or the equivalent RMB and is not discharged
within ten (10) days;
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(o) the Issuer or any other Group Company becomes insolvent or bankrupt or is unable to pay its debts as they fall due (within the meaning
of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong) or any Applicable Laws on insolvency
or bankruptcy);
(p) any case, proceeding or other action being commenced by or against the Issuer or any other Group Company: (i) under any Applicable
Law of any jurisdiction, domestic or foreign, relating to bankruptcy, insolvency, reorganisation or relief of debtors (collectively, “Bankruptcy Law”),
seeking to have an order for relief entered with respect to it, or seeking to adjudicate it bankrupt or insolvent, or seeking reorganisation, arrangement,
adjustment, winding-up, liquidation, dissolution, composition or other similar relief to it or its debts; or (ii) seeking appointment of a liquidator,
administrator, administrative receiver, receiver, trustee, assignee, custodian, conservator or other similar official (a “Custodian”) for it or for all or any
part of its assets;
(q) the Issuer or any other Group Company, pursuant to or within the meaning of the Applicable Laws on insolvency or bankruptcy for the
relief of debtors commences a voluntary case, consents to the entry of an order for relief against it in an involuntary case, consents to the appointment of
a Custodian, or initiates or consents to any proceedings relating to itself under any Applicable Law: (i) for a readjustment or deferment of its obligations
or any part of them, (ii) makes or enters into a general assignment or an arrangement or composition with or for the benefit of its creditors, (vi) admits in
writing that it is generally unable to pay its debts as they become due, or (vii) stops or threatens to cease to carry on its or any substantial part of its
business, other than pursuant to a corporate restructuring approved by the Holder;
(r) a moratorium is agreed or declared in respect of any indebtedness of any Group Company or any Governmental Authority takes any
step with a view to seizing, compulsorily purchasing or expropriating all or a substantial part of the undertaking, property or assets of any Group
Company;
(s) a court of competent jurisdiction enters an order or decree under any Bankruptcy Law that (i) is for relief against the Issuer or any other
Group Company in an involuntary case, (ii) appoints a Custodian of the Issuer or any other Group Company, or (iii) orders the liquidation or provisional
liquidation of the Issuer or any other Group Company; and
(t) any Group Company ceases to carry on its major business which it carries on as of the Closing Date.
10. Taxes and Payments.
10.1 No Withholdings. The Issuer shall be responsible for payment of all stamp duty, issue and registration duties (if any) and other taxes levied
anywhere other than in Hong Kong arising on the issue or any conversion of the Notes and shall upon demand indemnify the Holder of any such
payment incurred by the Holder. The Issuer and the Holder shall equally share the payment of all stamp duty, issue and registration duties (if any) and
other taxes levied in Hong Kong arising on the issue or any conversion of the Notes. Subjected to the preceding sentence,
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all payments by the Issuer hereunder shall be made in US$ in immediately available funds free and clear of any withholdings or deductions for any
present or future taxes, imposts, levies, duties or other charges. In the event that the Issuer is required to make any such deduction or withholding from
any amount paid, the Issuer shall pay to the Holder such additional amount as shall be necessary so that the Holder continues to receive a net amount
equal to the full amount which the Holder would have received if such withholding or deduction had not been made.
10.2 Payments. All payments by the Issuer pursuant to these Conditions shall be received by the Holder not later than 4:00 p.m. (Hong Kong time)
on the due date, by remittance to such US$ bank account in Hong Kong or elsewhere as the Holder shall notify the Issuer from time to time but in any
event at least two (2) Business Days prior to the due date or, if the Holder so requests, by cashiers order or other cleared funds. All payments on or in
respect of the Notes or the Indebtedness evidenced hereby shall be made to the Holder in immediately available and freely transferable Hong Kong
Dollars.
10.3 Due Date for Payment. If the due date for payment of any amount in respect of the Notes is not a Business Day, the Holder shall be entitled to
payment on the next following Business Day in the same manner but shall not be entitled to be paid any interest in respect of any such delay. However,
if the due date is the last day in that calendar month and that day is not a Business Day, the payment date shall be the immediately preceding Business
Day.
11. Conversion
11.1 Automatic Conversion.
(a) In the event that any of the following events (each, an “Event of Automatic Conversion”) occurs, all the outstanding Notes held by
the Holder shall be automatically converted into Shares of the Issuer in accordance with conversion procedures set out in Condition 11.3(a):
(i) the Issuer having received a New Qualified Financing with at least 20% of the committed investment amount of the New
Qualified Financing has been paid to the Issuer’s designated bank account and the Issuer having delivered to the Holder with satisfactory
evidence of such New Qualified Financing which includes without limited the executed financing documents and the record of such
payments, have been delivered to the Holder;
(ii) the Issuer having attained an cumulative consolidated income of the Group Companies for any consecutive 12 months since
January 2017 of not less than RMB 500 million, as determined in financial report issued by a Qualified Accounting Firm and the Issuer
having provided the Holder with a certified true copy of such financial report; or/and
(iii) the Issuer having delivered to the Holder an executed initial public listing sponsor agreement or other similar agreements agreed
by the Holder (the “Sponsor Agreement”) in relation to the initial public listing application of the Issuer by the end of the Latest Audit
Year and having given at least 30 Business Days’ written notice to the Holder prior to the issuance of the Automatic Conversion Notice.
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(b) The number of Conversion Shares to be issued on conversion of the Notes under this Condition 11.1 will be determined by dividing
(i) the aggregate of (A) the outstanding principal amount of all the Notes and (B) the accrued and unpaid interest on all the outstanding Notes by (ii) the
Conversion Price in effect on the date of the Automatic Conversion Notice. For the avoidance of doubt, upon the issuance of the Automatic Conversion
Notice (as defined as below), the accrued interest, to the extent being paid in cash to the Holder by the Issuer if it is mutually agreed by the Issuer and
the Holder, will not form part of the amount referred to in Condition 11.1(b) item (i) (B) of the formula above for the purpose of determination of
Conversion Shares.
11.2 Optional Conversion.
(a) Subject to the provision of Condition 11.1 above, at any time after the Closing Date and prior to the Maturity Date, the Holder shall
have the right (but not the obligation) to elect to convert the Notes in whole or in part and all interest accrued and unpaid on such Notes into Conversion
Shares.
(b) The number of Conversion Shares to be issued on conversion of the Notes will be determined by dividing (i) the aggregate of (A) the
principal amount of the Notes to be converted and (B) the accrued and unpaid interest on the Notes to be converted by (ii) the Conversion Price in effect
on the Conversion Date. For the avoidance of doubt, upon the issuance of the Optional Conversion Notice (as defined as below), the accrued interest, to
the extent paid in cash to the Holder by the Issuer at the mutual agreement of the Issuer and the Holder, will not form part of the amount referred to in
Condition 11.2(b) item (i) (B) of the formula above for the purpose of determination of Conversion Shares.
11.3 Conversion Procedures.
(a) Concurrently with the occurrence of any Event of Automatic Conversion set forth in Condition 11.1, the Issuer shall deliver a written
notice in the form prescribed in APPENDIX II attached hereof (the “Automatic Conversion Notice”) to the Holder which shall stipulate the amount of
the Notes to be converted, the Conversion Price to be applied and the description of the Event of Automatic Conversion, together with any documentary
evidence relating to the occurrence of the said Event of Automatic Conversion. The Conversion Date shall be the date of the Automatic Conversion
Notice to be issued by the Issuer. The Issuer shall on the Conversion Date enter the particulars of the Holder or a person designated by the Holder in the
Issuer’s register of member as holder(s) of the relevant number of Shares and will make such certificate or certificates available for collection at a place
in Hong Kong or, if so requested by the Holder, mail such certificate or certificates to the designated address of the Holder. In the event that the Issuer
fails to complete such registration within five (5) Business Days after the Conversion Date following the issue of the Automatic Conversion Notice,
unless otherwise agreed by the Holder, the Issuer shall be deemed to have withdrawn the Automatic Conversion Notice which, the Issuer and the Holder
agree, shall at no time be considered as having any legal effect on the Holder.
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(b) Under Condition 11.2 hereof, the Holder shall complete, execute and deposit at the office of the Issuer a written notice in the form
prescribed in Appendix III hereof (the “Optional Conversion Notice”), together with the relevant Certificate, which shall stipulate the amount of the
Notes in respect of which the right of conversion is being exercised. The Conversion Date shall be five (5) Business Days from (and including) the date
of the Optional Conversion Notice. The Issuer shall on the Conversion Date, enter the particulars of the Holder or a person designated by the Holder for
the purpose in the Optional Conversion Notice in the Issuer’s register of member as holder(s) of the relevant number of Shares and will make such
certificate or certificates available for collection at a place in Hong Kong or, if so requested in the relevant Conversion Notice, mail such certificate or
certificates to the person and at the place specified in the Conversion Notice. In the event that the Issuer fails to complete such registration on the
Conversion Date, unless otherwise agreed by the Holder, the Holder shall be deemed to have withdrawn the exercise of the Conversion Right and the
Optional Conversion Notice on the date immediately prior to the Conversion Date. If applicable, the Issuer shall also on or prior to the Conversion Date,
issue a new Certificate to the relevant Holder in respect of the balance of the Notes the Conversion Rights of which have not been exercised under
Condition 11.2.
11.4 If the Conversion Date in relation to any Notes shall be on or after the Record Date for any issue, distribution, grant, offer or other event that
gives rise to the adjustment of the Conversion Price pursuant to Condition 12 but before the relevant adjustment becomes effective under the relevant
Condition, upon the relevant adjustment becoming effective the Issuer shall procure the issue to the converting Holder, such additional number of Shares
as is, together with Shares to be issued on conversion of the Notes, equal to the number of Shares which would have been required to be issued on
conversion of such Notes if the relevant adjustment to the Conversion Price had been made and become effective on or immediately after the relevant
Record Date.
11.5 If the Record Date for the payment of any dividend or other distribution in respect of the Shares is on or after the date on which the
Conversion Notice is lodged in respect of any Notes, but before the Conversion Date (disregarding any retroactive adjustment of the Conversion Price
referred to in Condition 12 prior to the time such retroactive adjustment shall have become effective), the Issuer will calculate and pay to the converting
Holder an amount in US dollars equal to such dividend or other distribution to which it would have been entitled had it on that Record Date been such a
shareholder of record and will make the payment at the same time as it makes payment of the dividend or other distribution, or as soon as practicable
thereafter, but, in any event, not later than three Business Days thereafter.
11.6 Shares issued upon conversion shall rank pari passu in all respects with all other existing Shares outstanding at the date of the Conversion
Date and all Conversion Shares shall be entitled to rights to participate in all dividends and other distributions the Record Date of which falls on or after
the Conversion Date.
11.7 No fractional Shares shall be issued upon conversion of the Notes, and the number of the Shares to be so issued to the Holder upon
conversion of such Notes (after aggregating all fractional Shares that would be issued to such Holder) shall be rounded to the nearest whole share (with
one-half being rounded upward).
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11.8 All Notes which are converted in accordance with these Conditions will forthwith be cancelled and may not be reissued.
12. Adjustment in Conversion Price
12.1 The Conversion Price and the number and kind of the securities or properties to be issued upon conversion of Notes pursuant to this
Condition 12 shall be subject to adjustment from time to time as follows:
(a) Adjustment for Splits, Dividends, Recapitalizations, etc. If and whenever there shall be an alteration to the nominal value of the Equity
Securities as a result of any dividend, share split, reverse split, reclassification, recapitalization, consolidation, subdivision, bonus issue or other similar
event affecting the number of outstanding shares of Conversion Shares, the Conversion Price shall be adjusted by multiplying the Conversion Price in
force immediately before such alteration by the following fraction:
A
B
Where:
A is the nominal amount of Equity Securities (calculated on the basis that the Equity Securities are converted to Ordinary Shares and fully
diluted) of the Issuer immediately before such alteration; and
B is the nominal amount of Equity Securities (calculated on the basis that the Equity Securities are converted to Ordinary Shares and fully
diluted) of the Issuer immediately after such alteration.
Such adjustment shall become effective on the date the alteration takes effect.
(b) Adjustment for Other Dividends and Distributions. If and whenever the Issuer shall make or issue, or shall fix a Record Date for the
determination of eligible holders entitled to receive, a dividend or other distribution that is payable in (a) securities of the Issuer, or (b) assets, including
cash, then, and in each such case, the Conversion Price shall be adjusted by multiplying the Conversion Price in force immediately before such issue by
the following fraction:
A-B
A
Where:
A is the current price of one Ordinary Share of the Issuer on the date on which the Capital Distribution is announced; and
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B is the fair market value on the date of such announcement, as determined in good faith by any Qualified Accounting Firm, of the portion
of the Capital Distribution attributable to one Ordinary Share.
Such adjustment shall become effective on the date of issue of such Equity Securities or if a Record Date is fixed thereof, immediately
after such record date.
(c) Adjustment for Dilutive Issuance.
(i) In the event the Issuer shall at any time after the Closing Date issue any new Equity Security, without consideration or for a
consideration per share less than the Conversion Price in effect immediately prior to such issue, then the Conversion Price shall be
reduced, concurrently with such issue, to as of the date of such issue an amount equal to the per share price of such new Equity Securities.
(ii) Deemed Issuances of Shares. In the case of the issuance of options to purchase or rights to subscribe for Shares or Equity
Securities, or options to purchase or rights to subscribe for such Equity Securities (such, options, securities or rights, the “Option”), the
following provisions shall apply for all purposes hereof:
A.

The aggregate maximum number of Shares deliverable upon exercise of Option shall be deemed to have been issued at the
time such Option were issued, and for a consideration equal to the consideration, if any, received by the Issuer upon the
issuance of such Option, plus the minimum exercise price provided in such Option for the Shares covered thereby.

B.

In the event of any change in the number of Shares deliverable, or in the consideration payable to the Issuer upon exercise of
such Option, including, but not limited to, a change resulting from the anti-dilution provisions thereof, the Conversion Price,
to the extent in any way affected by or computed using such Option, be recomputed to reflect such change, but no further
adjustment shall be made for the actual issuance of Shares or any payment of such consideration upon the exercise of any
such Option.

C.

Upon the expiration or termination of any such Option, the Conversion Price of the Note shall, to the extent in any way
affected by or computed using such Option, be recomputed to reflect the issuance of only the number of Shares actually
issued upon the exercise of such Option.

(iii) Determination of Consideration. In the case of the issuance of Shares for cash, the consideration shall be deemed to be the
amount of cash received by the Issuer. In the case of the issuance of the Shares for a consideration in whole or in part other than cash, the
consideration other than cash shall be deemed to be the fair market value thereof, as determined by the board of directors of the Issuer and
agreed by the Holder irrespective of any accounting treatment.
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12.2 Where more than one event which gives, or may give, rise to an adjustment to the Conversion Price occurs within such a short period of time
that, under the requirement from the Holder, in the opinion of the Qualified Accounting Firm the foregoing provisions would need to be operated subject
to some modification in order to give the intended result, such modification shall be made to the operation of the provisions of Condition 12.1 as may be
advised by the Qualified Accounting Firm to be in their opinion appropriate in order to give such intended result.
12.3 Any adjustment to the Conversion Price shall not involve an increase in the Conversion Price. If an adjustment is not made to the Conversion
Price because it would reduce it below the then par value of each Conversion Share and such par value is subsequently reduced then any adjustment not
previously made shall be immediately made to the Conversion Price on such reduction in par value but only to the extent that such adjustment will not
reduce the Conversion Price below the newly reduced par value. Where an adjustment would reduce the Conversion Price to below the par value of each
Conversion Share the Conversion Price shall be reduced to such par value subject to the provisions of this Condition.
12.4 On any adjustment, the resultant Conversion Price shall be rounded down to the nearest U.S. cent but no adjustment shall be made to the
Conversion Price where such adjustment (rounded down if applicable) would be less than one cent. Any adjustment not required to be made, and any
amount by which the Conversion Price has not been rounded down shall be carried forward and taken into account in any subsequent adjustment.
12.5 Upon any adjustment in the Conversion Price, the Issuer shall promptly and in any event no later than three (3) Business Days following any
of the adjustment event, give the Holder a certificate, signed by a director of the Issuer, setting forth in reasonable detail the event requiring the
adjustment and the method by which such adjustment was calculated and specifying the Conversion Price in effect prior to the adjustment, the
Conversion Price then in effect following such adjustment and the effective date thereof.
12.6 The form of the Notes need not be changed because of any adjustment in the Conversion Price or in the number of shares of Conversion
Shares issuable upon its conversion.
13. Transfer and Certificates.
13.1 Freely Transferrable. The Notes are freely transferrable (in whole or in part) by the Holder to its Affiliates subject to compliance with all
Applicable Laws. Any transfer of the Notes may be in respect of the whole or any part of the outstanding principal amount of the Notes. No consent of
the Issuer is required for any transfer of the Notes. Upon the completion of such transfer, the transferring Holder shall procure the transferee of the Notes
to execute a Deed of Adherence in the form attached as Part VII of EXHIBIT G (Forms) to the Notes Purchase Agreement.
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13.2 Notes Register. The Issuer shall maintain outside of Hong Kong or any jurisdiction that imposes stamp duty or Taxes on transfer of the Notes
a register (the “Register”) that provides a full and complete record of the names of the Holder, the conversion, the Conversion Price as adjusted in
accordance with these Conditions from time to time, cancellation and destruction of the Notes, replacement Notes issued in substitution for any defaced,
lost, stolen or destroyed Notes, the details and addresses of the Holder from time to time, and the particulars of the Notes held by each Holder, and
particulars of all transfers of the Notes. The Holder or its representative may inspect the Register at any time during normal business hours or may
require that the Issuer (at its expense) provides to the Holder either details of the Notes then outstanding or a certified true copy of the Register.
13.3 Form of Transfer. Subject to Condition 13.1, the Notes may be transferred in whole or in part by delivering the Certificate issued in respect of
it, with a transfer form in the form prescribed in Appendix IV hereof (the “Transfer Form”) duly completed, stamped and signed, to the address
referred to in Condition 16, whereupon the Issuer will, within five (5) Business Days of such delivery, issue (a) new Certificate(s) which will be made
available for collection at the address referred to in Condition 16 or, if so requested in the Transfer Form, be mailed by registered mail (free of charge to
the Holder), to the address specified in the Transfer Form. No transfer of the Notes will be valid unless and until such transfer has been entered on the
Register.
13.4 Cancellation of Certificate. Any Certificate delivered in respect of the Notes for the purposes of its transfer pursuant to Condition 13.3 will be
cancelled forthwith upon issue of a new Certificate(s) pursuant to Condition 13.3.
13.5 New Certificate for Partial Transfer. Where some but not all of the Notes in respect of which a Certificate is issued are to be transferred, a
new Certificate in respect of the Notes not so transferred, will, within five (5) Business Days of delivery or surrender of the original Certificate to the
Issuer be made available for collection at the address referred to in Condition 16 or, if so requested in the Transfer Form, be mailed (free of charge to the
Holder), to the address specified in the Transfer Form.
13.6 Costs. Registration of transfers of Notes will be effected without charge by or on behalf of the transferor. Any Tax, stamp duty, levy or other
costs and expenses (including legal costs) which may be incurred in Hong Kong in connection with any transfer of the Notes or any request therefor
shall be borne equally by the transferor and the transferee. Any Tax, stamp duty, levy or other costs and expenses (including legal costs) which may be
incurred other than in Hong Kong in connection with any transfer of the Notes or any request therefor shall be fully borne by the Issuer.
13.7 Certificates. Every Holder will be entitled to (a) Certificate(s) in the form or substantially in the form referred to in the Notes Purchase
Agreement. All Certificates shall be issued under the common seal of the Issuer. Notwithstanding anything to the contrary herein, the Issuer shall
comply with the provisions of the Certificates and these Conditions in all respects and the Notes shall be held subject to such provisions and Conditions
which shall be binding upon the Issuer and the Holder and all persons claiming through or under them respectively.
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13.8 Acknowledgement as to Covenants. The Issuer hereby acknowledges and covenants that the benefit of the covenants, obligations and
conditions on the part of or binding upon it contained in the Notes and these Conditions shall enure to each and every Holder.
14. Enforcement of Rights. Save as expressly provided for in the Conditions, each Holder shall be entitled severally to enforce the covenants,
obligations and conditions on the part of or binding upon the Issuer contained in the Notes and these Conditions against the Issuer insofar as each such
Holder’s Notes are concerned, without the need to join the allottee of any such Notes or any intervening or other Holder in the proceedings for such
enforcement. Save as expressly provided for in the Notes and subject to the other Conditions, at any time after any payment in relation to any Notes has
become due and payable or any obligation of the Issuer has not been performed in accordance with these Conditions, the Holder may, at its discretion
and without further notice, take such proceedings as it may think fit to enforce payment of the amount due and payable to it in respect of the Notes held
by it and to enforce the provisions of the Notes held by it and these Conditions.
15. Replacement Notes.
15.1 Lost or Mutilated Certificate. If the Certificate for the Notes is lost or mutilated the Holder shall forthwith notify the Issuer and a replacement
Certificate for the Notes shall be issued if the Holder provides the Issuer with: (a) the mutilated Certificate for the Notes; and (b) a declaration by the
Holder or an officer of the Holder that the Notes had been lost or mutilated (as the case may be) or other evidence that the Certificate for the Notes had
been lost or mutilated.
15.2 Cancellation. Any Certificate for the Notes replaced in accordance with this Condition shall forthwith be cancelled. All administrative costs
and expenses associated with the preparation, issue and delivery of a replacement Certificate for the Notes shall be borne by the Issuer.
16. Relevant Address in Hong Kong.
The address for the deposit of a Transfer Form, for presentation and surrender of the Notes and for all such other purposes as are so specified in
these Conditions will be:
Attention: Gao Wen (高文)
Address: Unit O-P 6F, Wai Cheung Industrial Centre, 5 Shek Pai Tau Road, Tuen Mun, NT, Hong Kong
Email: *****
Tel: *****
or such other address in Hong Kong as may be notified by the Issuer to the Holder in writing from time to time in accordance with Condition 17.1.
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17. Notice.
17.1 Format of Notices. All notices, requests, claims, demands and other communications hereunder shall be in writing and shall be given or made
(and shall be deemed to have been duly given or made upon receipt) by delivery in person, by an internationally recognized overnight courier service, by
facsimile or registered mail (postage prepaid, return receipt requested), to the respective Parties at the addresses set forth below (or at such other address
for a Party as shall be specified in a notice given in accordance with this Condition 17).
To the Holder:
Address and Fax as shown in the Register
To the Issuer:
Address: 3/F, Block A, Tower 1 of Software Industry Base, No. 85
Xuefu Road, Nanshan District, Shenzhen(深圳市南山区学府路85号软件产业基地1栋A座3层)
Fax:
Attn:

*****
Shi Yimeng (石义猛)

17.2 Deemed delivery of notice.
Unless there is evidence that it was received earlier, a notice is deemed to have been duly given if: (a) delivered personally, when left at the
address specified in Section 8.5(i); (b) sent by a courier, at 5:00 p.m. local time in the place of receipt on the 3rd Business Day after (but excluding) the
date of posting (at the place of posting); or (c) if given or made by facsimile, immediately after it has been despatched with a confirmation that all pages
have been transmitted except where despatch is not on a Business Day.
Notwithstanding the foregoing a notice that is deemed to be received after 5:00 p.m. local time at the place of receipt on any day, or on a day
which is not a Business Day, shall be deemed to be received at 9:00 a.m. local time at the place of receipt on the next Business Day
17.3 Proof of service. In proving service of a communication, it shall be sufficient to show that delivery by hand was made or that the envelope
containing the communication was properly addressed and posted as a pre-paid letter or that the facsimile transmission was despatched and a
confirmatory transmission report or other acknowledgment of good receipt was received.
18. Governing Law. The Notes and the Conditions shall be governed by and construed in accordance with the laws of Hong Kong.
19. Amendments. Any term of the Notes may only be amended with the written consent of the Issuer and the Holder. Any amendment or waiver effected
in accordance with this Condition 19 shall be binding upon the Issuer and the Holder(s).
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20. Confidentiality.
20.1 Except as may be required by Applicable Laws, none of the parties hereto shall disclose to any third party the Conditions or the transactions
contemplated hereby (“Confidential Information”) without prior approval by the other parties hereto.
20.2 Notwithstanding anything to the contrary contained herein, the Holder shall have the right to disclose:
(a) any Confidential Information to the Holder’s Affiliate, the Holder’s and/or its fund manager’s and/or its Affiliate’s legal counsel, fund
manager, auditor, insurer, accountant, consultant, creditor, clients or to an officer, director, general partner, limited partner, fund manager, shareholder,
investor, bona fide potential investor, counsel or advisor, or employee of such investor and/or any of its Affiliate; provided, however, that any such
Person shall be advised of the confidential nature of the Confidential Information;
(b) any information for fund and inter-fund reporting purposes;
(c) any information as required by Applicable Laws, Governmental Authorities, legal process and/or exchanges;
(d) any information to bona fide prospective purchasers/investor of the Notes, any share, security or other interests in the Issuer,
(e) any information to the transferee or assignee of the Notes, and/or
(f) any information contained in press releases or public announcements of the Issuer.
20.3 Except as set forth in Condition 20.1 and Condition 20.2 above, in the event that any party is requested or becomes legally compelled
(including without limitation, pursuant to any Applicable Laws in relation to Tax, securities or otherwise) to disclose any Confidential Information, such
party (the “Disclosing Party”) shall to the extent permitted by Applicable Laws provide the other parties hereto with prompt written notice of that fact
and shall consult with the other parties hereto regarding such disclosure. At the request of the other parties hereto, the Disclosing Party shall, to the
extent reasonably possible and with the cooperation and reasonable efforts of the other parties hereto, seek a protective order, confidential treatment or
other appropriate remedy. In any event, the Disclosing Party shall furnish only that portion of the information that is legally required and shall exercise
reasonable efforts to obtain reliable assurance that confidential treatment will be accorded to such information.
20.4 Notwithstanding any other provision of this Condition 20, the confidentiality obligations of the parties hereto under this Condition 20 shall
not apply to: (a) information which a restricted party learns from a third party having the right to make the disclosure, provided the restricted party
complies with any restrictions imposed by the third party; (b) information which is rightfully in the restricted party’s possession prior to the time of
disclosure by the protected party and not acquired by the restricted party under a confidentiality obligation; (c) information which was in the public
domain or otherwise known to the restricted party before it is furnished
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to it by another party hereto or, after it is furnished to that restricted party, enters the public domain without breach by that restricted party of this
Condition 20; (d) information disclosed by any director or observer of the Issuer to its appointer or any of its Affiliates or to any Person to whom
disclosure would be permitted in accordance with the foregoing provisions of this Condition 20; or (e) information which a restricted party develops
independently without reference to the Confidential Information.
21. Waiver; Severability. No failure or delay by the parties hereto to exercise any right hereunder shall operate as a waiver thereof, nor shall any single
or partial exercise of any right, power or privilege preclude any other right, power or privilege. Each and all of the various rights, powers and remedies
of a party will be considered to be cumulative with and in addition to any other rights, powers and remedies which such party may have at law or in
equity in the event of the breach of any of the Conditions. The provisions of the Conditions are severable and if anyone provision hereof shall be held
invalid or unenforceable in whole or in part in any jurisdiction, such invalidity or unenforceability shall affect only such provision in such jurisdiction.
22. Independent Legal Advice. The Issuer agrees and acknowledges that (a) it was afforded sufficient opportunity to obtain independent legal advice
regarding the Notes and the transactions contemplated under the other Transaction Documents; and (b) it fully understands all of the terms, conditions,
restrictions and provisions set forth in the Notes and the other Transaction Documents and the obligations and liabilities thereof, and that each such term,
condition, restriction and provision is fair and reasonable with respect to the subject matter thereof.
23. No Presumption. The Issuer agrees and acknowledges that any Applicable Law that would require interpretation of any claimed ambiguities in the
Notes against the party that drafted it has no application and is expressly waived. If any claim is made by the Issuer relating to any conflict, omission or
ambiguity in the provisions of the Notes, no presumption or burden of proof or persuasion will be implied because the Notes were prepared by or at the
request of that party or its counsel.
24. Dispute Resolution.
24.1 Each party agrees that any legal action or proceeding arising out of or relating to the Notes may be brought in the courts of Hong Kong and
irrevocably submits to the non-exclusive jurisdiction of such courts, provided that the Issuer agrees that it may only commence proceedings arising out
of or relating to the Notes in the courts of Hong Kong.
24.2 Nothing herein shall limit the right of the Holder to commence any legal action against the Issuer and its property in any other jurisdiction or
to serve process in any manner permitted by Applicable Laws, and the taking of proceedings in any jurisdiction shall not preclude the taking of
proceedings in any other jurisdiction whether concurrently or not.
24.3 The Issuer irrevocably and unconditionally waives any objection which it may now or hereafter have to the choice of Hong Kong as the
venue of any legal action arising out of or relating to the Notes and any claim that any such legal action has been brought in an inconvenient or
inappropriate forum. The Issuer also agrees that a final judgment against it in any such legal action shall be final and conclusive and may be enforced in
any other jurisdiction, and that a certified or otherwise duly authenticated copy of the judgment shall be conclusive evidence of the fact and amount of
its Indebtedness.
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24.4 The Issuer consents generally in respect of any proceedings to the giving of any relief or the issue of any process in connection with such
proceedings including the making, enforcement or execution against any property whatsoever (irrespective of its use or intended use) of any order or
judgment which may be made or given in such proceedings.
24.5 To the extent that the Issuer may now or hereafter be entitled, in any jurisdiction in which proceedings may at any time be commenced with
respect to the Notes, to claim for itself or its assets any immunity (sovereign or otherwise) from suit, jurisdiction of any court, attachment prior to
judgment, attachment in aid of execution of a judgment, execution of a judgment or from set off, banker’s lien, counterclaim or any other legal process
or remedy with respect to its obligations under the Notes and/or to the extent that in any such jurisdiction there may be attributed to the Issuer, any such
immunity (whether or not claimed), the Issuer hereby to the fullest extent permitted by Applicable Laws irrevocably agrees not to claim, and hereby to
the fullest extent permitted by Applicable Laws waive, any such immunity.
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APPENDIX I
FORM OF EOD NOTICE OF REDEMPTION
US$[●]
NOTES DUE 2020 (the “NOTES”)
TO:

[ ]
(the “Issuer”)
Attention: The Directors

[Date]
Unless otherwise specified, capitalized terms used in this letter have the meanings set out in the Notes Purchase Agreement entered into between,
among others, the Issuer, and other parties thereto in relation to the Notes dated [●] and the Terms and Conditions attached to the Notes.
We hereby give notice that an Event of Default has occurred.
We, being the registered holder(s) of the Notes represented by the attached Certificate, hereby give notice that we exercise our option to redeem
such Notes pursuant to Condition 9.2 and require the Issuer to repay the EOD Redemption Amount, on [●] in accordance with the Conditions.
We require you to pay to us in the manner authorized below the moneys to which we are entitled pursuant to this EOD Notice of Redemption.
We authorize and request you to pay the said sum by telegraphic transfer to the bank account(s) set out below:
[Insert bank account(s) details]
Name of Holder:

Date:

Address:

Tel. No:

Signature:

Fax No:
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APPENDIX II
FORM OF AUTOMATIC CONVERSION NOTICE
US$[●]
NOTES DUE 2020
(the “NOTES”)
TO:

[ ]
(the “Holder”)
Attention: The Directors

[Date]
Unless otherwise specified, capitalized terms used in this letter have the meanings set out in the Notes Purchase Agreement entered into between,
among others, the Holder, and other parties thereto in relation to the Notes dated [●] and the Terms and Conditions attached to the Notes.
We, being the Issuer of the Notes, hereby give notice to the Holder that pursuant to and in accordance with Condition 11.1, the following Event of
Automatic Conversion has occurred. Therefore, all of the outstanding principal amount of the Notes held by the Holder together with accrued and
unpaid interest on all the outstanding Notes shall be converted in accordance with Condition 11.3(a).
Description of Event of Automatic Conversion: [●] (documentary evidence relating to the Event of Automatic Conversion is attached to this
notice)
Conversion Price: US$[●]
Total number of Shares to be issued upon conversion: [●] Shares.
We request the Holder to deliver the Certificate(s) in respect of the Notes held by the Holder by the end of [●] to our address referred to in
Condition 17.
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We undertake to issue the Conversion Shares to the Holder and to update our register of members to show the Holder as holder(s) of the relevant
number of the Conversion Shares in accordance with the Conditions.
[●]
Name of Issuer:

Date:

Address:

Tel. No:

Signature:

Fax No:
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APPENDIX III
FORM OF OPTIONAL CONVERSION NOTICE
US$[●]
NOTES DUE 2020
(the “NOTES”)
TO:

[ ]
(the “Issuer”)
Attention: The Directors

[Date]
Unless otherwise specified, capitalized terms used in this letter have the meanings set out in the Notes Purchase Agreement entered into between,
among others, the Issuer, and other parties thereto in relation to the Notes dated [●] and the Terms and Conditions attached to the Notes.
We, being the registered holder(s) of the Notes represented by the attached Certificate, hereby give notice that we exercise our Conversion Rights
pursuant to and in accordance with Condition 11.2 to convert, together with the accrued and unpaid interest, [all of the outstanding principal amount of
the Notes] [such principal amount of the Notes equal to US$[●] into Conversion Shares at the applicable Conversion Price.
Total number of Shares to be issued upon conversion: [●] Shares.
We request the Issuer to:
(a)

issue the Conversion Shares to us in accordance with the Conditions, and to enter particulars into the register of members of the Issuer to
show us as holder(s) of the relevant number of Shares; and

(b)

[issue a new Certificate to us in respect of the balance of the Notes the Conversion Rights of which have not been exercised under this
Optional Conversion Notice,]

and to make the above certificate(s) available for collection at:
(i)

a place in Hong Kong or,

(ii)

if an address is identified below the Holder’s signature, mail such certificate(s) to the Holder at the address specified below.
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Name of Holder:

Date:

Address:

Tel. No:

Fax No:

Signature:
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APPENDIX IV
FORM OF TRANSFER FORM
INSTRUMENT OF TRANSFER
in relation to Notes (the “ Notes”) issued by
[ ]
on [●]
FOR VALUE RECEIVED [Name of transferor] hereby transfers to:
[Name of transferee], a company incorporated in [●] whose registered office is situated at [●]
US$[●] principal amount of the Notes in respect of which the attached Certificate(s) is/are issued, and all rights in respect thereof.
All payments in respect of the Notes hereby transferred are to be made by cashier order (unless otherwise instructed by the transferee).
The address of the transferee for the purposes of Condition 17 of the Terms and Conditions in relation to the Notes is [that stated above] /
[__________________________________].
Date: _______________________
Signed by

)

for and on behalf of [transferor]

)

in the presence of:

)

Signed by

)

for and on behalf of [transferee]

)

in the presence of:

)
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WARRANTS INSTRUMENT
THIS WARRANTS INSTRUMENT is executed as a deed on the 6 day of November 2018
BY:
UCLOUDLINK GROUP INC., a company incorporated in the Cayman Islands (with company registration number: MS-291168) with its registered
office at Maricorp Services Ltd., P.O. Box 2075, #31 The Strand, 46 Canal Point Drive, Grand Cayman KY1-1105, Cayman Islands (the “Company”).
This Warrants Instrument witnesses as follows:
1.

Definitions and Interpretation

1.1

In this Warrants Instrument, unless the context otherwise requires, the following words and expressions shall have the following meaning:
“Affiliate” means, in relation to any person, any person that (directly or indirectly), owns or controls or is owned or controlled by or is under
common ownership or control with, such person, and each of such person’s officers, directors, joint venture parties or partners, as applicable; and
for this purpose, a person shall be treated as being controlled by another person if that other person is able to direct its affairs and/or control the
composition of its board of directors or equivalent body and/or vote (or control the voting of) more than 25% of its voting shares, in each case,
whether by way of ownership of shares, proxy, contract, agency or otherwise. In the case of the Holder, the term “Affiliate” shall include all
persons that form part of the Holder’s group on the relevant date.
Permitted Reconstruction” means for the purpose of the Qualified IPO, any reconstruction approved by the Holder(s) (including but not limited
to any inversion that results in the Company becoming the subsidiary of a holding company whereby the current shareholders of the Company
hold shares in such holding company) whereby the Holder(s) are granted substitute warrants over the equity share capital of the holding company
of a value no less than the value of the Warrants in issue immediately prior to the reconstruction.
“Business Days” means a day (other than a Saturday, Sunday or a public holiday) on which banks are open for general business in Singapore, the
People’s Republic of China and the Cayman Islands, and (in relation to any date for payment or purchase of a currency) the principal financial
centre of the country of that currency.
“Coming Round Financing” means each of the rounds of financing of the Company occurring during the period commencing the date hereof and
ending on the Expiration Date and such round of financing shall be treated as occurring on the date on which the definitive transaction agreement
for such round of financing is signed.
“Conditions” means the conditions attaching to the Warrants set out in Schedule 2 as may be amended from time to time.
“Constitution” means the memorandum of association and articles of association of the Company as amended or restated from time to time.
“Directors” means the board of directors of the Company for the time being.
“Disposal” means the sale of all or most of the Company’s business, assets and/or undertaking.
“Exercise Value” means, with respect of an exercise of the Warrant(s), the aggregate Warrant Price for such exercise of the Warrant(s).
“Exit Event” means a Disposal, Qualified IPO or Share Sale.
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“Expiration Date” means the earlier of (i) the fifth anniversary of the date of this Warrants Instrument, and (ii) the date of the submission of
application of a Qualified IPO of the Company.
“Facility Agreement” means the financial lease agreement, dated on or about the date of this Warrants Instrument, between the 深圳市优克联新技
术有限公司 as lessee and 溢诺丰融资租赁有限公司 as lessor, as the same may be amended, supplemented, extended, modified or restated from time
to time.
“Holder(s)” means all the registered holders of Warrants for the time being (and “Holder” shall be construed accordingly).
“Qualified IPO” shall have the same meaning set forth in the Third Amended and Restated Shareholders Agreements in relation to the Series B+
Round, which means (a) an initial public offering of the Company on The New York Stock Exchange, NASDAQ, Hong Kong Stock Exchange or
such other reputable stock exchange approved by the Board (including the affirmative vote of the Cashcapital Director and the Haitong Director
(if applicable)) and (b) following which (i) the shares of the Company are traded in a freely convertible currency and (ii) the shares of the
Company held by the Investors can gain full liquidity after the expiration of any lock-up period; provided that, notwithstanding the above, where
the lock-up period with respect to the shares of the Company held by the Investors is or may be for an indefinite term, such initial public offering
and listing shall not be deemed to be a Qualified IPO.
“Notice of Exercise” means in relation to a Warrant, a duly completed notice to the Company substantially in the form set out in the schedule to
the relevant Warrant Certificate.
“Ordinary Shares” means ordinary shares in the capital of the Company having the rights and privileges set out in the Constitution.
“Equity Securities” means, with respect of an exercise of the Warrant(s), the equity securities, issued or to be issued by the Company in the
relevant Coming Round Financing in the capital of the Company having the rights and privileges set out in the Constitution; such equity securities
may be in the form of, as to be authorised by shareholder resolution, share capital, capital stock, membership interests, partnership interests,
registered capital, joint venture or other ownership interests or any options, warrants or other securities that are directly or indirectly convertible
into, or exercisable or exchangeable for, such share capital, capital stock, membership interests, partnership interests, registered capital or joint
venture or other ownership interest.
“Register” means register of persons for the time being entitled to the benefit of the Warrants to be maintained pursuant to the provisions of
Condition 1 as set forth in the Schedule 2.
“RMB”” mean the lawful currency from time to time of the People’s Republic of China.
“Share Sale” means:
(a)

a sale of fifty per cent. (50%) or more of the Company’s issued share capital; or

(b)

an reconstruction which results in shareholders of the Company’s issued share capital beneficially owning less than fifty per cent. (50%) of
the voting interests of the surviving entity immediately after the reconstruction takes place.

“Shares” means shares in the capital of the Company (of whatever class).
“Stock Exchange” means the Singapore Exchange Securities Trading Limited, New York Stock Exchange, National Association of Securities
Dealers Automated Quotations of America (NASDAQ), the Hong Kong Exchanges and Clearing Limited, London Stock Exchange, Shenzhen
Stock Exchange or Shanghai Stock Exchange of the PRC, or any other stock exchange in relation of the Qualified IPO.
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“Subscription Price” means the Warrant Price.
“Subscription Rights” means the rights for the time being conferred by all the Warrants to subscribe for Warrant Shares as constituted by this
Warrants Instrument (and in relation to a particular Warrant or particular Warrants, as a reference to that proportion of such rights as are conferred
by the Warrant or those Warrants).
“US Dollars” and “US$” mean the lawful currency from time to time of the United States of America.
“Warrant Certificate” means a warrant certificate substantially in the form set out in Schedule 1.
“Warrants” means warrants of the Company entitling the Holder(s) to subscribe for Warrant Shares as constituted by this Warrants Instrument.
“Warrant Price” means, with respect of an exercise of the Warrant(s), the exercise price equal to the per-share issue price of the Equity Securities
to be authorised by shareholder resolution, issued and allotted in the relevant Coming Round Financing.
“Warrant Shares” means, with respect of an exercise of the Warrant(s), the relevant Equity Securities, and such number of Warrant Shares to be
issued under such exercise of the Warrant(s) shall be calculated using the following formula:
X=

Y , where:
Z

(i)

X = the number of Warrant Shares to be issued under such exercise of the Warrant(s);

(ii)

Y = the amount to be paid for such exercise of the Warrant(s), as determined by the Holder exercising the Warrant(s), provided that
the aggregate amount of the Exercise Value under all exercises of the Warrant(s) shall not exceed the US$ amount equivalent to
RMB5,000,000 (subject to adjustment as set out in the Warrants Instrument); and

(iii) Z = the applicable Warrant Price.
1.2

Clause headings are used in this Warrants Instrument for convenience only and shall be ignored in its interpretation.

1.3

In this Warrants Instrument, unless the context otherwise requires:
(a)

reference to Clauses, Conditions and Schedules is to clauses and conditions of and schedules to this Warrants Instrument and references to
sub-clauses are references to sub-clauses of the clause or condition which they appear; and references to this Warrants Instrument include
the Schedules to it;

(b)

reference to (or to any specified provision of) this Warrants Instrument or any other document or Warrants Instrument shall be construed as
a reference to this Warrants Instrument, that provision or that document or Warrants Instrument as in force for the time being and as
amended in accordance with the terms thereof and (where such consent is required by the terms of this Warrants Instrument as a condition
to such amendment being made) with the prior sanction of the Holder(s);

(c)

words in the singular include the plural and vice versa and words in one gender include any other gender;
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(d)

a “person” includes any individual, firm, body corporate, company, corporation, government, state or agency of a state or any association,
trust, joint venture, consortium, partnership or other entity (whether or not having separate legal personality);

(e)

references to statutory provisions shall be construed as references to those provisions as replaced, amended or re-enacted from time to
time.

2.

Constitution of Warrants

2.1

The Warrants issued under this Warrants Instrument together confer the rights (but not the obligation) to the Holder to subscribe for cash at the
Subscription Price for all or some of the Warrant Shares.

2.2

Entitlement to all rights attaching to the Warrants shall be evidenced by the issue to a Holder of a Warrant Certificate in all material respects in the
form set out in Schedule 1. The Company shall issue a copy of this Warrants Instrument with each Warrant Certificate.

2.3

The Company undertakes to comply with the terms and conditions of this Warrants Instrument and the Conditions (which are incorporated by
reference herein) and specifically to do all such things and execute all such documents to the extent necessary in order to give effect to the
Subscription Rights in accordance with the terms of this Warrants Instrument and the Conditions.

3.

Conditions
The Warrants are issued subject to the Constitution and the Conditions (which are incorporated by reference herein), which are binding upon the
Company and each Holder and all persons claiming through them.

4.

Register and Warrant Certificates

4.1

The Company shall maintain a Register in accordance with the provisions of Condition 1 as set forth in Schedule 2.

4.2

The Company shall, within five Business Days of entering the name of a Holder in the Register, issue to the Holder a Warrant Certificate setting
out the number of Warrant Shares in respect of which that Holder is entitled, at the relevant time, to exercise Subscription Rights.

5.

Calculation of number of Warrant Shares
At the date of this Warrants Instrument, the Company shall issue Warrants over the Warrant Shares, the number of which under all Warrants shall
be subject to that the aggregate amount of the Exercise Value under all exercises of the Warrant(s) shall not exceed the US$ amount equivalent to
RMB5,000,000.

6.

Exercise
The Warrants are exercisable in whole or in part at any time prior to the Expiration Date by a Holder delivering a Notice of Exercise. To avoid any
doubt, subject to the other terms of this Warrants Instrument, upon the Expiration Date, any part of Warrants which has not been exercised shall be
deemed as invalid and unenforceable.

7.

Benefit of the Warrants Instrument

7.1

The Company hereby acknowledges and covenants that the benefit of the covenants, obligations and conditions on the part of or binding upon it
contained in this Warrants Instrument hereto shall enure to the benefit of each and every Holder from time to time.
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7.2

Each Holder shall be entitled severally to enforce the covenants, obligations and conditions referred to in this Warrants Instrument against the
Company insofar as each such Holder’s Warrants are concerned without the need to join the allottee of any such Warrant or any intervening or
other Holder in the proceedings for such enforcement.
Except as otherwise provided herein, either party shall bear and pay tax respectively in accordance with laws or regulations of the territory.

8.

Currency

8.1

Currency of Account

8.2

(a)

Subject to paragraphs (b) and (c) below, except as otherwise agreed, any payment for any sum due under this Warrants Instruments shall be
made in US Dollars.

(b)

Each payment in respect of costs, expenses or taxes shall be made in the currency in which the costs, expenses or taxes are incurred.

(c)

Any amount expressed to be payable in a currency other than US Dollars shall be paid in that other currency.

Without prejudice to Clause 8.1 hereof and subject to any other provision in this Warrants Instrument to the contrary, where any payment in US$
under this Warrants Instruments shall be converted into its equivalent amount in RMB to determine the amount of relevant Exercise Value in RMB
or whether relevant amount has been fully paid, the applicable conversion rate shall be the spot rate of exchange of remitting bank for such
payment for the purchase of the RMB with US$ at or about 11 a.m. on the date of such payment.
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Schedule 1
Form of Warrant Certificate
Certificate No. [•]

Transfer No. [•]

Issue Date [•]

Total Exercise Value: the US$ amount equivalent to RMB5,000,000
UCLOUDLINK GROUP INC. (incorporated in the Cayman Islands with registration number: MS-291168) (the “Company”)
This Warrant Certificate is issued pursuant to the warrants instrument issued by the Company on ____________ 2018 (the “Warrants Instrument”).
Words and expressions used in this Warrant Certificate which are defined in the Warrants Instrument have the meanings given to them in the Warrants
Instrument.
This is to certify that: INNOVEN CAPITAL CHINA PTE. LTD. (incorporated in Singapore with registration number: 201633108K) with its address
at 16 Collyer Quay, #23-01, Income at Raffles, Singapore 049318 is the registered holder of the Warrants which entitle it to subscribe, up to the total
Exercise Value stated above, for Warrant Shares in the Company in accordance with the provisions of the Warrants Instrument and the terms and
conditions attached to this Warrant Certificate.
EXECUTED as a DEED and delivered this

day of

2018.

The COMMON SEAL of

)

UCLOUDLINK GROUP INC.

)

was hereunto affixed

)

For and on behalf of

in accordance with its constitution:

)

UCLOUDLINK GROUP INC.
[common seal]
/s/ Wen Gao
Name: Wen Gao
Title: Authorized Signature

/s/ Chaohui Chen
Director: Chaohui Chen
/s/ Jianlin Liao
Witness’ name: Jianlin Liao
Address: Floor 3, Block 1A, Shenzhen Software Industry Base, Xuefu Road, Nanshan, Shenzhen, China
Occupation: Financial Manager
6

Schedule to the Warrant Certificate
(The Warrants Instrument)
The Warrants of UCLOUDLINK GROUP INC. (the “Company”) comprised in this Warrant Certificate are part of an issue of Warrants to subscribe for
Warrant Shares and have been issued subject to and with the benefit of the Warrants Instrument dated ________ 2018 (which may from time to time be
amended) (the “Warrants Instrument”), executed by the Company, which is enforceable severally by each Holder (as defined in the Warrants
Instrument) against the Company insofar as each such Holder’s Warrants are concerned, subject as provided in the Warrants Instrument. The Warrants
Instrument (together with any Warrants Instruments supplemental thereto and copies of the Constitution) is and will be available for inspection by
Holder(s) at the registered office of the Company. Where the context permits, words and expressions defined in the Warrants Instrument have the same
meaning in this Warrant Certificate.
Notice of Exercise
Upon the exercise of Subscription Rights, this Warrant Certificate together with the Notice of Exercise properly completed and signed should be
submitted, together with the payment referred to below, to the Company at its registered office for the attention of the Company Secretary or such other
person or persons appointed by the Company as its registrars in connection with the Warrants from time to time.
To

UCLOUDLINK GROUP INC.
Part A

The undersigned, the registered holder(s) of the Warrants comprised in this Warrant Certificate (and the several Warrant Certificates, if any, enclosed)
(Note (A)), hereby gives notice of its/their wish to exercise our Warrant(s) to subscribe for [•] Equity Securities, in accordance with the provisions of the
Warrants Instrument referred to above. We wish to satisfy the aggregate Subscription Price for the Warrant Shares in respect of the Warrants that we are
exercising by paying US$[•] as such aggregate Subscription Price to the Company in cash (Note (B)).
Part B
We hereby direct you to allot the Warrant Shares in the Company to be issued pursuant to the Warrant Certificate(s) attached to us and we agree to
accept such shares, subject to the Constitution. We hereby authorise and request the entry of our name in the register of members of the Company in
respect thereof.
We hereby authorise the despatch of (i) Warrant Certificates in respect of the Warrant Shares to be allotted to us; and (ii) a Warrant Certificate in our
name for any balance of our Warrants remaining exercisable, by post to my/our address set out in Condition 11 of the Warrants Instrument or such other
address notified by us to the Company.
Dated
Signature
For and on behalf of INNOVEN CAPITAL CHINA PTE. LTD.
Notes:
(A)

Exercise of the Warrants represented by this Warrant Certificate may be consolidated with the exercise of Warrants represented by other Warrant
Certificates by the use of one Notice of Exercise provided that the other Warrant Certificates are attached to the Notice of Exercise.

(B)

Payments to the Company should be in United States Dollars by cheque drawn on a bank in Singapore or by electronic transfer to an account
notified by the Company, or such other manner as may be designated by the Company and Holder(s).
7

Schedule 2
Conditions
1.

Register

1.1

An accurate register of entitlement to the Warrants (the “Register”) will be kept by the Company and there shall be entered in the Register:
(a)

the names and addresses of the persons for the time being entitled to be registered as Holders;

(b)

the number of Warrants held by every such Holder;

(c)

the date on which the name of every such Holder is entered in the Register in respect of the Warrants standing to its name; and

(d)

the date on which each Warrant is exercised.

1.2

Any change in the name or address of any Holder shall be notified to the Company which shall cause the Register to be altered accordingly. Each
Holder (or any person authorised by such Holder) shall be at liberty at all reasonable times during office hours to inspect the Register and to take
copies of or extracts from the same of any part thereof.

1.3

The Company shall be entitled to treat the relevant Holder as the absolute owner of a Warrant and accordingly shall not (except as ordered by a
court of competent jurisdiction or as required by law) be bound to recognise any equitable or other claim to or interest in such Warrant on the part
of any other person whether or not it shall have express or other notice thereof.

1.4

Each Holder will be recognised by the Company as entitled to his Warrants free from any equity, set-off or cross-claim on the part of the Company
against the original or any intermediate holder of such Warrants.

2.

Transfer of Warrants

2.1

The Warrants may be transferred in whole or in part by any Holder to any Affiliate or any other person, provided that such person shall not be a
competitor of the Company which engages in the competitive business with the Company without the prior written consent of the Company.

2.2

Every transfer of a Warrant shall be made by an instrument of transfer in the usual or common form.

2.3

The instrument of transfer of a Warrant shall be signed by or on behalf of the transferor but need not be signed by or on behalf of the transferee.
The transferor shall be deemed to remain the holder of the Warrant until the name of the transferee is entered in the Register in respect thereof.

2.4

The Directors shall recognise any instrument of transfer of a Warrant which is deposited at the registered office of the Company accompanied by
the Warrant Certificate for the Warrant to which it relates. The Directors may waive production of any certificate upon production to them of
satisfactory evidence of the loss or destruction of such Warrant Certificate together with such indemnity as they may require.

2.5

No fee shall be charged for any registration of a transfer of a Warrant or for the registration of any other documents which in the opinion of the
Directors require registration.

2.6

The registration of a transfer shall be conclusive evidence of the approval by the Directors of such transfer.
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3.

Exercise of Subscription Rights

3.1

Subscription Rights may be exercised in whole or in part by the relevant Holder:

3.2

(a)

Within five (5) days commencing from the date of the signature of a term sheet (“Term Sheet”) in a Coming Round Financing, the
Company shall notice the Holder(s) of the Coming Round Financing as well as providing such Term Sheet, and inquire whether the
Holder(s) will exercise all or any part of the Warrant(s). If requested by the Holder(s), the Company shall provide any further information
related to such Coming Round;

(b)

The Holder shall give a written notice to the Company for whether to exercise all or any part of the Warrant(s) within thirty (30) days after
receiving the notice provided by the Company in accordance with Condition 3.1(a) (“Exercising Period”). If the Holder decides to
exercise the Warrant, the notice provided by the Holder shall also include the number of Warrant Shares to be purchased or subscribed for
by the Holder. If the Holder decides to exercise all or any part of the Warrant(s) and notifies the Company of the number of Warrant Shares
to be purchased or subscribed for, where such notice shall constitute an irrevocable decision of such Holder to purchase or subscript the
Warrant Shares if the terms and conditions as those set out in the definitive transaction agreement in the Coming Round Financing keep
consistent with the terms and conditions as those set out in the Term Sheet, such Holder shall complete the purchase or subscription of the
Warrant Shares on the same terms and conditions (including but not limited to the Warrant Price and the payment date) as those set out in
the definitive transaction agreement in the Coming Round Financing (but not including any obligation to make any contribution to relevant
costs (including legal and accountancy fees and disbursements), and in accordance with procedures set forth in the following Condition
3.1(c) and (d). A failure by the Holder to respond within such Exercising Period shall constitute an irrevocable decision by such Holder not
to exercise its right to exercise all or any part of the Warrant(s) with respect to this Coming Round Financing, but it shall not be construed
as a waiver for the Subscription Rights to exercise the Warrant(s) with respect to other Coming Round Financing thereafter unless Warrants
held by the Holder has expired. For the avoidance of doubt, in the event that relevant Notice of Exercise has been delivered on or before
the Expiration Date but the purchase or subscription under such Notice of Exercise has not been completed on or before the Expiration
Date, such event shall not affect the validity and effectiveness of the exercise of Subscription Rights contemplated under such Notice of
Exercise and the Company shall allot and issue relevant Warrant Shares to the relevant Holder in accordance with this Warrants
Instrument.

(c)

completing the Notice of Exercise;

(d)

lodging the relevant Warrant Certificate at the registered office of the Company for the time being.

The aggregate Subscription Price for the Warrant Shares to be issued upon exercise of the Warrants shall be satisfied by the payment in cash for
each of the Warrant Shares at the Warrant Price.
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The Company shall procure that the Warrant Shares to be issued upon the exercise of Subscription Rights shall be validly allotted and issued
credited as fully paid to the relevant Holder upon receipt of the relevant Warrant Certificate (together with the Notice of Exercise duly completed,
accompanied by the requisite remittance for subscription monies) lodged at the registered office of the Company in accordance with Condition
3.1. Share certificates shall be issued (free of charge) in respect of such shares no later than 14 days after the date of such lodging and the relevant
Holder(s) shall be entered into the register of members of the Company as holder(s) of the relevant Warrant Shares.
3.3

Fraction of a Warrant Share may be issued following exercise of a Warrant.

3.4

Shares allotted pursuant to the exercise of Subscription Rights will rank pari passu in all respects with the fully paid Equity Securities then in
issue and shall rank for all dividends and distributions paid on any date or by reference to any record date on or after the date on which the
relevant Notice of Exercise is lodged at the registered office.

3.5

The Warrants Instrument (including these Conditions) and the Warrants shall, subject to the Expiration Date, survive any Disposal/Share Sale
and/or the termination or cessation of the Facility Agreement.

3.6

If:
(a)

the Expiration Date occurs before the fifth anniversary of the date of the Warrants Instrument due to the occurrence of the submission of
application of a Qualified IPO of the Company; or

(b)

no Coming Round Financing occurs during the period commencing the date of the Warrants Instrument and ending on the fifth anniversary
of the date of this Warrants Instrument,

the Company shall, on Expiration Date, pay each Holder the amount (the “Early Expiration Amount”) which be calculated using the following
formula:
X

= Y×Z, where:

(i)

X = the Early Expiration Amount shall be paid to a Holder in accordance with this Condition 3.6;

(ii)

Y = the Exercise Value of the Warrant(s) which such Holder holds immediately before the Expiration Date; and

(iii) Z = 25%.
For the avoidance of doubt and as an example, under the circumstance of Condition 3.6(b), the aggregate amount of Early Expiration Amount
which shall be paid by the Company in accordance with this Condition 3.6 shall be equal to the US$ amount equivalent to RMB1,250,000.
4.

[RESERVED]

5.

[RESERVED]

6.

Exit
If before the Expiration Date, the Company undertakes a redemption of shares of its share capital, declares a dividend or other distribution on any
shares, or becomes aware of the expected occurrence of an Exit Event, it shall give each Holder at least 21 days’ notice (the “Notice”) specifying
the date (the “Specified Date”) of such expected occurrence (the period between the giving of the Notice and the Specified Date being referred to
below as the “Notice Period”). The Company shall promptly send to each Holder such further information relating to the progress of the such
expected occurrence or Exit Event, including relating to any increase or decrease in the likelihood of the expected occurrence or Exit Event
occurring, any change in the anticipated terms, or timetable, of the expected occurrence or Exit Event and/or the failure or lapse (whether
temporary or permanent) of the expected occurrence or Exit Event, to the extent required for the Holder(s) to be kept informed promptly of any
changes or other circumstances which are material to the expected occurrence or Exit Event.
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7.

Conversion of Warrant Shares
If all of the Warrant Shares are converted into Ordinary Shares pursuant to the Constitution (including, without limitation, in connection with a
Qualified IPO), then from and after the date on which all outstanding Warrant Shares have been so converted, the Warrant shall be exercisable for
such number of Ordinary Shares into which the Warrant Shares would have been converted had the Warrant Shares been outstanding on the date
of such conversion, and the Warrant Price shall equal the Warrant Price in effect immediately prior to such conversion divided by the number of
Ordinary Shares into which one Warrant Share would have been converted, subject always to any further adjustment thereafter from time to time
in accordance with the provisions of this Warrants Instrument.

8.

Restrictions on the Company
Whilst the Warrants are outstanding the Company will:

8.1

ensure that the Directors have all necessary authorisations and waivers of pre-emption to allot such number of Warrant Shares (and Ordinary
Shares issuable upon conversion of such Warrant Shares (as may be applicable)) as will enable the Subscription Rights of the Holder(s) to be
satisfied in full at any time;

8.2

procure in the event of a Qualified IPO or a Share Sale that the Holder(s) are not required for the purpose of, or in connection with, such event to
give any warranties or indemnities (other than as to title to shares registered in its/their respective name(s) or the names of their nominees, and as
to their capacity and authority to effect the relevant event), or to appoint any party (including the sponsor to the Qualified IPO) to act as their agent
or make any contribution to the costs (including legal and accountancy fees and disbursements) incurred by any other party in connection with
such Share Sale or Qualified IPO;

8.3

not make any issue, grant or distribution or take any other action the effect of which would be that on exercise of any of the Subscription Rights it
would be required to issue Warrant Shares at a discount to their nominal value;

8.4

not buy any Warrants unless it offers to buy Warrants from all Holder(s) in proportion to their respective holdings of Warrants;

8.5

not, by amendment to the Constitution or through any reorganisation, transfer of assets, consolidation, merger, dissolution, issue, or sale of
securities or otherwise, avoid or seek to avoid the observance or performance of any of the terms of this Warrants Instrument;

8.6

not effects any Disposal or Share Sale.

9.

Modification of Rights

9.1

Any modification to this Warrants Instrument may be effected only by an instrument by way of deed poll executed by the Company expressed to
be supplemental to the Warrants Instrument and with the prior sanction of the Holder(s). Any alteration, variation or modification of the Warrants
Instrument that is not made in compliance with the provisions of Condition 9 shall be null and void.

9.2

All or any of the rights for the time being attached to the Warrants (including the Subscription Rights) may from time to time (whether or not the
Company is being wound up) be altered or abrogated with the prior sanction of the Holder(s) and with the consent of the Company and shall only
be effected only by an instrument by way of deed poll executed by the Company expressed to be supplemental to the Warrants Instrument.
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10.

Replacement of Warrant Certificates
If a Warrant Certificate is mutilated, defaced, lost, stolen or destroyed it will be replaced at the registered office of the Company for the time being
upon payment by the claimant of such reasonable costs as may be incurred in connection therewith and on such terms as to evidence and
indemnity as the Company may reasonably require. Mutilated or defaced Warrant Certificates must be surrendered before replacements will be
issued.

11.

Notices
All notices to the Holder and the Company shall be addressed as follows unless notified otherwise and any communication to be made under or in
connection with the Warrants Instrument shall be made in accordance with paragraph 18 (Notices) of the Facility Agreement:
Holder
INNOVEN CAPITAL CHINA PTE. LTD.
Attn: Yingxue Cao
Address: 16 Collyer Quay, #23-01, Income at Raffles, Singapore 049318
Tel: *****
Email address: *****
Company
UCLOUDLINK GROUP INC.
Attn: Shi Yimeng
Address: Floor 3, Block 1A, Shenzhen Software Industry Base, Xuefu Road, Nanshan, Shenzhen, China
Tel: *****
Email address: *****

12.

Third party rights
No term of this Warrants Instrument (whether express or implied) is enforceable by any person who is not a party to it other than INNOVEN
CAPITAL CHINA PTE. LTD., a Holder or any member of that Holder’s Affiliates.

13.

Conflict
In the event of any conflict or inconsistency between any of the terms of this Warrants Instrument and any of the terms of the shareholder’s
agreement of the Company dated April 21, 2017(the “Shareholder’s Agreement”), the terms of the Shareholder’s Agreement shall prevail in all
respects, provided, however, that nothing contained herein or in this Warrant Instruments shall in any way diminish or otherwise affect the legality,
validity and enforceability of the Warrant(s) and/or the issuance of the Warrants(s) in accordance with this Warrants Instrument, and the Company
hereby confirms that each shareholder of the Company has waived its pre-emptive rights, options to purchase and rights of first refusal (in each
case, howsoever described), over the Warrants and/or Warrant Shares.

14.

Governing law and jurisdiction

14.1 This Warrants Instrument and any dispute, claim or obligation (whether contractual or non-contractual) arising out of or in connection with it, its
subject matter or formation shall be governed by Singapore law.
12

14.2 Each Party agrees that any dispute arising out of or in connection with this Warrants Instrument or any document or transaction in connection with
this Warrants Instrument and the Warrants (including any dispute or claim relating to any non-contractual obligations arising out of or in
connection with this Warrants Instrument) shall be referred to and finally resolved by arbitration in Singapore to the exclusion of the ordinary
courts, in accordance with the Arbitration Rules of the Singapore International Arbitration Centre (“SIAC”) for the time being in force which rules
are deemed to be incorporated by reference in this Condition. The place of arbitration shall be in Singapore and the language of the arbitration
shall be English. The arbitration tribunal shall consist of one arbitrator to be appointed by the Holder. The arbitral award made and granted by the
arbitrator shall be final, binding and incontestable, may be enforced by the Parties against the assets of the other Party wherever those assets are
located or may be found and may be used as a basis for judgement thereon in Singapore or elsewhere.
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In witness whereof this Warrants Instrument has been executed as a deed poll and delivered on the date appearing at the head of page 1.
THE CHARGOR
The COMMON SEAL of

)

UCLOUDLINK GROUP INC.

)

was hereunto affixed

)

For and on behalf of

in accordance with its constitution:

)

UCLOUDLINK GROUP INC.
[common seal]
/s/ Wen Gao
Name: Wen Gao
Title: Authorized Signature

/s/ Chaohui Chen
Director: Chaohui Chen
/s/ Jianlin Liao
Witness’ name: Jianlin Liao
Address: Floor 3, Block 1A, Shenzhen Software Industry Base,
Xuefu Road, Nanshan, Shenzhen, China
Occupation: Financial Manager

Exhibit 21.1
Principal Subsidiaries and Affiliated Entities of The Registrant
Subsidiaries
Name of Subsidiary

HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED
UCLOUDLINK (HK) LIMITED
uCloudlink Japan Co., Ltd.
Ucloudlink (America), Ltd.
UCLOUDLINK SDN. BHD.
UCLOUDLINK (SINGAPORE) PTE. LTD.
Shenzhen Ucloudlink Technology Limited
Beijing uCloudlink Technology Co., Ltd.
Shenzhen uCloudlink Co., Ltd

Jurisdiction of
Incorporation

Hong Kong
Hong Kong
Japan
the United States
Malaysia
Singapore
PRC
PRC
PRC

Consolidated affiliated entities and their subsidiaries
Name of Consolidated Affiliated Entities and Their Subsidiaries

UCLOUDLINK (UK) CO. LTD
Shenzhen uCloudlink Network Technology Co., Ltd
Beijing uCloudlink New Technology Co., Ltd.

Jurisdiction of
Incorporation

the United Kingdom
PRC
PRC

Exhibit 99.3
UCLOUDLINK GROUP INC.
Room 2118-2119, 21/F, One Pacific Centre
414 Kwun Tong Road, Kwun Tong
Kowloon, Hong Kong
Date:

2019

Re: Legal Opinion on Certain Hong Kong Legal Matters
Dear Sirs or Madams,
We are qualified lawyers of Hong Kong Special Administrative Region of the People’s Republic of China (“Hong Kong”) and as such are qualified to
issue this opinion on the laws and regulations of Hong Kong effective as of the date hereof.
We were engaged (the “Engagement”) as Hong Kong counsel to UCLOUDLINK GROUP INC. (the “Company”), a company incorporated under the
laws of the Cayman Islands, and its subsidiaries established in Hong Kong in connection with (a) the proposed initial public offering (the “Offering”) of
certain number of American depositary shares (the “Offered ADSs”), each Offered ADS representing certain number of Class A ordinary shares, par
value of US$0.00005 per share, of the Company, by the Company as set forth in the Company’s registration statement on Form F-1, including all
amendments or supplements thereto (the “Registration Statement”), filed by the Company with the Securities and Exchange Commission under the
U.S. Securities Act of 1933 (as amended) in relation to the Offering, and (b) the Company’s proposed listing of the Offered ADSs on the [New York
Stock Exchange/NASDAQ Global Market].
A. Documents and assumptions
In rendering this opinion, we have carried out due diligence, reviewed and examined copies of the Registration Statement, and other documents as we
have considered necessary or advisable for the purpose of rendering this opinion, including but not limited to originals or copies of the due diligence
documents (collectively, the “Documents”) provided to us by HONGKONG UCLOUDLINK NETWORK TECHNOLOGY LIMITED (香港優克網絡
技術有限公司) and UCLOUDLINK (HK) LIMITED (香港優克有限公司) (together, the “HK Companies”). Where certain facts were not independently
established and verified by us, we have relied upon certificates or statements issued or made by, among others, appropriate representatives of the
Company or the HK Companies. In rendering this opinion, we have assumed without independent investigation that (the “Assumptions”):
(i)

all signatures, seals and chops are genuine, each signature on behalf of a party thereto is that of a person duly authorized by such party to execute
the same, all Documents submitted to us as originals are authentic, and all documents submitted to us as certified or photostatic copies conform to
the originals;

(ii)

each of the parties to the Documents, (a) if a legal person or other entity, is duly organized and is validly existing in good standing under the laws
of its jurisdiction of organization and/or incorporation; or (b) if an individual, has full capacity for civil conduct; each of them, has full power and
authority to execute, deliver and perform its/her/his obligations under such documents to which it is a party in accordance with the laws of its
jurisdiction of organization or incorporation or the laws that it/she/he is subject to;

(iii) the Documents remain in full force and effect on the date of this opinion and have not been revoked, amended or supplemented, and no
amendments, revisions, supplements, modifications or other changes have been made, and no revocation or termination has occurred, with respect
to any of such Documents after they were submitted to us for the purposes of this legal opinion;

(iv) the laws of jurisdictions other than Hong Kong which may be applicable to the execution, delivery, performance or enforcement of the Documents
are complied with; and
(v)

all requested Documents have been provided to us and all factual statements made to us by the HK Companies in connection with this opinion are
true, correct and complete.

B. Opinions
Subject to the Assumptions and the Qualifications, we are of the opinion that:
(i)

the statements set forth in the Registration Statement under the captions “Risk Factors”, “Regulation – Hong Kong”, “Corporate History and
Structure”, and “Enforceability of Civil Liabilities – Hong Kong” in each case insofar as such statements purport to describe or summarize the
Hong Kong legal matters stated therein as at the date hereof, are true and accurate in all material respects, and fairly present and summarize in all
material respects the Hong Kong legal matters stated therein as at the date hereof; and

(ii)

the statements set forth in the Registration Statement under the caption “Taxation—Hong Kong” are true and accurate in all material respects and
that such statements constitute our opinions.

C. Qualifications
Our opinion expressed above is subject to the following qualifications (“Qualifications”):
(i)

our opinion is limited to the laws of Hong Kong of general application on the date hereof. We have made no investigation of, and do not express or
imply any views on, the laws of any jurisdiction other than Hong Kong;

(ii)

the laws of Hong Kong referred to herein are laws and regulations publicly available and currently in force on the date hereof and there is no
guarantee that any of such laws and regulations, or the interpretation or enforcement thereof, will not be changed, amended or revoked in the
future with or without retrospective effect;

(iii) our opinion is subject to (a) applicable bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium or similar laws in the Hong Kong
affecting creditors’ rights generally, and (b) possible judicial or administrative actions or any Hong Kong laws affecting creditors’ rights;
(iv) our opinion is subject to the effects of (a) certain legal or statutory principles affecting the enforceability of contractual rights generally under the
concepts of public interest, social ethics, national security, good faith, fair dealing, and applicable statutes of limitation; (b) any circumstance in
connection with formulation, execution or performance of any legal documents that would be deemed materially mistaken, clearly
unconscionable, fraudulent, coercionary or concealing illegal intentions with a lawful form; (c) judicial discretion with respect to the availability
of specific performance, injunctive relief, remedies or defenses, or calculation of damages; and (d) the discretion of any competent Hong Kong
legislative, administrative or judicial bodies in exercising their authority in Hong Kong;
(v)

this opinion is issued based on our understanding of the laws of Hong Kong. For matters not explicitly provided under the laws of Hong Kong, the
interpretation, implementation and application of the specific requirements under the laws of Hong Kong are subject to the final discretion of
competent Hong Kong legislative, administrative and judicial authorities, and there can be no assurance that the government agencies will
ultimately take a view that is not contrary to our opinion stated above;

(vi) we may rely, as to matters of fact (but not as to legal conclusions), to the extent we deem proper, on certificates and confirmations of responsible
officers of the Company and public searches carried in Hong Kong;
(vii) as used in this opinion, the expression “to our best knowledge” or similar language with reference to matters of fact refers to the current actual
knowledge of the solicitors of this firm who have worked on matters for the Company in connection with the Offering and the transactions
contemplated thereunder. We have not undertaken any independent investigation to determine the existence or absence of any fact, and no
inference as to our knowledge of the existence or absence of any fact should be drawn from our representation of the Company or the rendering of
this opinion;
(viii) this opinion is intended to be used in the context which is specifically referred to herein; each paragraph shall be construed as a whole and no part
shall be extracted and referred to independently; and
(ix) this opinion is strictly limited to the matters stated herein and no opinion is implied or may be inferred beyond the matters expressly stated herein.
The opinion expressed herein is rendered only as of the date hereof, and we assume no responsibility to advise you of facts, circumstances, events
or developments that hereafter may be brought to our attention and that may alter, affect or modify the opinion expressed herein.
This opinion is delivered solely for the purpose of and in connection with the Registration Statement publicly filed with the U.S. Securities and
Exchange Commission on the date of this opinion and may not be used for any other purpose without our prior written consent.
We hereby consent to the use of this opinion in, and the filing hereof as an exhibit to, the Registration Statement, and to the reference to our name in
such Registration Statement. In giving such consent, we do not thereby admit that we come within the category of persons whose consent is required
under Section 7 of the U.S. Securities Act of 1933, as amended, or the regulations promulgated thereunder.
Sincerely yours,
Guantao & Chow Solicitors and Notaries

