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INTRODUCTION

Conventions Used in this Annual Report

In this annual report, unless otherwise indicated or the context otherwise requires:

“ADSs” refer to the American depositary shares, each of which represents 25 of our Class A ordinary shares and “ADRs” refer
to the American depositary receipts that evidence our ADSs;

“active agents” refer to real estate agents who have visited our marketplace and used one or more of its functions within a
period of time;

“China” or “PRC” refers to the People’s Republic of China, excluding, for the purpose of this annual report only, Taiwan, Hong
Kong, and Macau;

“Class A ordinary shares” refer to our class A ordinary shares, par value US$0.0000001 per share;
“Class B ordinary shares” refer to our class B ordinary shares, par value US$0.0000001 per share;

“closed-loop agents” refer to real estate agents who have completed closed-loop transactions in our marketplace under our
monitoring and control;

“closed-loop GMV” refers to the GMV of closed-loop transactions facilitated in our marketplace during the specified period,;

“closed-loop transactions” refer to property transactions of which the major steps are completed or managed by real estate
agents in our marketplace;

“commission-based GMV” refers to the GMV of commission-based transactions facilitated in our marketplace during the
specified period;

“commission-based transactions” refer to property transactions from which we derive base commission revenue, which are
currently comprised of new property transactions facilitated in our marketplace;

“Fangdd Network,” “variable interest entity” or “VIE” refers to Shenzhen Fangdd Network Technology Ltd., a company
incorporated in the People’s Republic of China in 2011;

“GMV” refers to gross merchandise value, which is calculated as the total value of all transactions we facilitate on our
marketplace, including the value of the new property sales and resale property transactions and the total rent of the rental

property transactions;

“new properties” refer to new residential properties, including new developments and ongoing projects from real estate
developers;

“ordinary shares” refer to our Class A ordinary shares and Class B ordinary shares;
“RMB” and “Renminbi” refer to the legal currency of China;

“SaaS” refers to software as a service, a cloud-based software licensing and delivery model in which software and associated
data are centrally hosted;

“USS$,” “U.S. dollars,” “$” or “dollars” refers to the legal currency of the United States;
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e “we,” “us,” “our company”, “our” and “Fangdd Cayman” refer to Fangdd Network Group Ltd., a Cayman Islands exempted
company and its subsidiaries and, in the context of describing our operations and consolidated financial information, also
include its consolidated PRC affiliated entities; and

e  “resale properties” refer to previously-owned residential properties for sale.

Our reporting currency is the Renminbi because our business is mainly conducted in China and all of our revenues are denominated
in Renminbi. This annual report contains translations of Renminbi amounts into U.S. dollars at specific rates solely for the convenience
of the reader. Unless otherwise stated, all translations from Renminbi into U.S. dollars and from U.S. dollars to Renminbi in this annual
report were made at the rate of RMB6.3726 to US$1.00, the exchange rate in effect as of December 30, 2021 as set forth in the H.10
statistical release of the Board of Governors of the Federal Reserve System. We make no representation that any Renminbi or U.S. dollar
amounts could have been, or could be, converted into U.S. dollars or Renminbi, as the case may be, at any particular rate, or at all.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements that reflect our current expectations and views of future events. These
forward-looking statements are made under the “safe-harbor” provisions of the U.S. Private Securities Litigation Reform Act of 1995.
Known and unknown risks, uncertainties and other factors, including those listed under “Item 3. Key Information—D. Risk Factors,”
may cause our actual results, performance or achievements to be materially different from those expressed or implied by the forward-
looking statements.

9 ELETI £}

You can identify these forward-looking statements by words or phrases such as “may,” “will,” “expect,” “anticipate,” “aim,
“estimate,” “intend,” “plan,” “believe,” “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 and financial trends that we believe may affect
our financial condition, results of operations, business strategy and financial needs. These forward-looking statements include, but are

not limited to, statements about:

2 <

e our mission and strategies;

e our future business development, financial condition and results of operations;
e expected changes in our revenues, costs or expenditures;

e our expectations regarding demand for and market acceptance of our services;
e competition in our industry;

e government policies and regulations related to our industry; and

e assumptions underlying or related to any of the foregoing.

You should read this annual report and the documents that we refer to in this annual report and have filed as exhibits to this annual
report completely and with the understanding that our actual future results may be materially different from what we expect. Other
sections of this annual report include additional factors that could adversely impact our business and financial performance. Moreover,
we operate in an evolving environment. New risk factors and uncertainties emerge from time to time and it is not possible for our
management to predict all risk factors and uncertainties, nor can we assess the impact of all factors on our business or the extent to which
any factor, or combination of factors, may cause actual results to differ materially from those contained in any forward-looking
statements. We qualify all of our forward-looking statements by these cautionary statements.

You should not rely upon forward-looking statements as predictions of future events. The forward-looking statements made in this
annual report relate only to events or information as of the date on which the statements are made in this annual report. 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.
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PART 1

Investing in our securities involves a high degree of risk. Please carefully consider the risks discussed under “Item 3. Key
Information—D. Risk Factors” in this annual report.

Our Holding Company Structure and Contractual Arrangements with the VIE and Its Shareholders

Fangdd Network Group Ltd. is not an operating company but a Cayman Islands holding company with operations primarily
conducted by its subsidiaries and variable interest entity, or the VIE, and the VIE’s subsidiaries. Foreign ownership in the business
involving value-added telecommunications service (except for e-commerce, domestic conferencing, store-and-forward, and call center
services), including internet real estate services, is subject to significant restrictions under current PRC laws, rules and regulations.
Accordingly, we operate these businesses in China through Shenzhen Fangdd Network Technology Co. Ltd., which we refer to as
Fangdd Network or the VIE, in this annual report. A series of contractual arrangements were entered into among our PRC subsidiary, the
VIE and the VIE’s nominee shareholders, which we refer to as the Fangdd Network VIE Agreements. These agreements allow our PRC
subsidiary to (i) exercise effective control over the VIE and the VIE’s subsidiaries; (ii) receive substantially all of the economic benefits
of the VIE and the VIE’s subsidiaries; and (iii) have an exclusive option to purchase all or part of the equity interests in the VIE when
and to the extent permitted by PRC law. As a result of the Fangdd Network VIE Agreements, we are the primary beneficiary of the VIE
for accounting purposes and treat it as a PRC consolidated entity under U.S. GAAP. We consolidate the financial results of the VIE and
its subsidiaries in our consolidated financial statements in accordance with U.S. GAAP. Neither we nor our investors own any equity
ownership in, direct foreign investment in, or control through such ownership/investment of the VIE. These Fangdd Network VIE
Agreements have not been tested in a court of law in the PRC. As a result, investors in our ADSs are not purchasing equity interest in our
operating entities in China but instead are purchasing equity interest in a Cayman Islands holding company.

As used in this annual report, (i) “Fangdd Network,” “variable interest entity” or “VIE” refers to Shenzhen Fangdd Network
Technology Ltd., a company incorporated in the People’s Republic of China; (ii) “Shenzhen Fangdd,” “WFOE” or “our PRC subsidiary”
refer to Shenzhen Fangdd Information Technology Co. Ltd; (iii) “Fangdd Cayman” or “our holding company” refers to Fangdd Network
Group Ltd., our Cayman Islands holding company; and (iv) “we,” “us,” “our company,” or “our” refer to Fangdd Network Group Ltd.
and its subsidiaries and, in the context of describing our operations and consolidated financial information, also include the VIE and its

subsidiaries.

Our corporate structure is subject to risks associated with our contractual arrangements with the VIE. Our holding company that
investors will own may never have a direct ownership interest in the businesses that are conducted by the VIE. If the PRC government
finds that the agreements that establish the structure for operating our business in China do not comply with PRC laws and regulations, or
if these regulations or the interpretation of existing regulations change or are interpreted differently in the future, we could be subject to
severe penalties or be forced to relinquish our interests in the operations of the VIE. This would result in the VIE being deconsolidated.
The majority of our assets, including the necessary licenses to conduct business in China, are held by the VIE. A significant part of our
revenue is generated by the VIE. An event that results in the deconsolidation of the VIE would have a material adverse effect on our
operations and result in the ADSs diminishing substantially in value or even becoming worthless. Our holding company, our PRC
subsidiary, the VIE and our investors face uncertainty about potential future actions by the PRC government that could affect the
enforceability of the contractual arrangements with the VIE and, consequently, significantly affect the financial performance of the VIE
and our company as a whole. For a detailed description of the risks associated with our corporate structure, see “Item 3. Key Information
—D. Risk Factors— Risks Related to Our Corporate Structure” in this annual report.

We and the VIE face various legal and operational risks and uncertainties related to doing business in Mainland China and Hong
Kong. A significant part of our business operations in China are conducted through the VIE, and we are subject to complex and evolving
PRC laws and regulations. For example, we and the VIE face risks associated with regulatory approvals on offshore offerings, the use of
variable interest entities, anti-monopoly regulatory actions, and oversight on cybersecurity and data privacy, as well as the lack of the
inspection by the Public Company Accounting Oversight Board, or the PCAOB, on our auditor, which may impact our ability to conduct
certain businesses, accept foreign investments, or list on a United States or other foreign exchange. These risks could result in a material
adverse change in our operations and the value of our ADSs, significantly limit or completely hinder our ability to offer or continue to
offer securities to investors, or cause such securities to significantly decline in value or become worthless. For a detailed description of
risks related to doing business in China, see “Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in China.”
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The Holding Foreign Companies Accountable Act

On December 18, 2020, the Holding Foreign Companies Accountable Act, or the HFCA Act, was enacted. In essence, the HFCA
Act requires the U.S. Securities and Exchange Commission, or the SEC, to prohibit securities of any foreign companies from being listed
on U.S. securities exchanges or traded “over-the-counter” if a company retains a foreign accounting firm that cannot be inspected by the
PCAOB for three consecutive years, beginning in 2021. On June 22, 2021, the U.S. Senate passed the Accelerating Holding Foreign
Companies Accountable Act, which, if enacted, would reduce the time period from three to two consecutive years. On September 22,
2021, the PCAOB adopted a final rule implementing the HFCA Act. On December 2, 2021, the SEC issued amendments to finalize the
interim final rules previously adopted in March 2021 to implement the submission and disclosure requirements in the HFCA Act. On
December 16, 2021, the PCAOB issued a report relaying to the SEC its determinations that the board is unable to inspect or investigate
completely registered public accounting firms in mainland China and Hong Kong due to positions taken by Chinese authorities. Our
independent registered public accounting firm is located in and organized under the laws of the PRC, and therefore is currently not
inspected by the PCAOB. If the PCAOB is unable to inspect our auditor for three consecutive years, or two consecutive years if the
Accelerating Holding Foreign Companies Accountable Act is enacted, our ADSs will be delisted or trading in our ADSs will be
prohibited under the HFCA Act. The delisting of our ADSs, or the threat of their being delisted, may materially and adversely affect the
value of your investment. For more details, see “Item 3. Key Information—D. Risk Factors —Risks Related to Doing Business in China
—Our ADSs will be delisted or trading in our ADSs will be prohibited if we are unable to meet the PCAOB inspection requirements in
time.”

Permissions Required from the PRC Authorities for Our Operations

We conduct our business primarily through our subsidiaries and consolidated affiliated entities in China. Our operations in China are
governed by PRC laws and regulations. As of the date of this annual report, our PRC subsidiaries and consolidated affiliated entities have
obtained the requisite licenses and permits from the PRC government authorities that are material for the business operations of our
subsidiaries and our consolidated affiliated entities in China, including, among others, the Value-Added Telecommunication Business
Operating License and the Certificate of Filing of Real Estate Brokerage Business. Given the uncertainties of interpretation and
implementation of relevant laws and regulations and the enforcement practice by relevant government authorities, we may be required to
obtain additional licenses, permits, filings or approvals for the functions and services of our platform in the future. For more detailed
information, see “Item 3. Key Information—D. Risk Factors—Risks related to Our Business and Industry—If we fail to obtain or keep
licenses, permits or approvals applicable to the various real estate services provided by us, we may incur significant financial penalties
and other government sanctions.”

Furthermore, in connection with our issuance of securities to investors, under current PRC laws, regulations and regulatory rules, as
of the date of this annual report, we, our PRC subsidiaries and our consolidated affiliated entities, (i) are not required to obtain
permissions from the China Securities Regulatory Commission, or the CSRC, (ii) are not required to go through cybersecurity review by
the Cyberspace Administration of China, or the CAC, and (iii) have not been asked to obtain such permissions by any PRC authority.

However, the PRC government has recently indicated an intent to exert more oversight and control over offerings that are conducted
overseas and/or foreign investment in China-based issuers. For more detailed information, see “Item 3. Key Information—D. Risk
Factors—Risks related to Doing Business in China—The approval and/or other requirements of the CSRC, CAC or other PRC
governmental authorities may be required in connection with our offshore offerings under PRC law and if required, we cannot predict
whether or how soon we will be able to obtain such approval.”

Doing Business in China
We and the VIE face risks and uncertainties related to doing business in China in general, including, but not limited to, the following:

e Changes in China’s economic, political or social conditions or government policies could have a material adverse effect on our
business and operations. The enforcement of laws and regulations in China could be uncertain and the of rules and policies in
China may change quickly with little advance notice, which could result in a material adverse change in our operations and the
value of our ADSs. See “Item 3. Key Information— D. Risk Factors—Risks Related to Doing Business in China—The PRC
government’s significant oversight over our business operation could result in a material adverse change in our operations and
the value of our ADSs”;
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The PRC government’s significant oversight over our business operation could result in a material adverse change in our
operations and the value of our ADSs. The Chinese government may intervene or influence our operations at any time, or may
exert more control over offerings conducted overseas and/or foreign investment in China-based issuers, which could result in a
material change in our operations and/or the value of our ADSs. Any actions by the Chinese government to exert more
oversight and control over offerings that are conducted overseas and/or foreign investment in China-based issuers could
significantly limit or completely hinder our ability to offer or continue to offer securities to investors and cause the value of
such securities to significantly decline or become worthless. See “Item 3. Key Information—D. Risk Factors—Risks Related to
Doing Business in China—The PRC government’s significant oversight over our business operation could result in a material
adverse change in our operations and the value of our ADSs”; and

We believe that we are not required to submit an application for the approval under the M&A Rules for an offshore offering.
However, the approval and/or other requirements of the CSRC, CAC or other PRC governmental authorities may be required
under future laws and regulations in connection with an offering under PRC rules, regulations or policies, and, if required, we
cannot predict whether or how soon we will be able to obtain such approval. As of the date of this annual report, we have not
received any inquiry, notice, warning, or sanctions regarding offshore offering from the CSRC, CAC or any other PRC
government authorities. Any failure to obtain or delay in obtaining the requisite governmental approval for an offering, or a
rescission of such approval, may subject us to sanctions imposed by the relevant PRC regulatory authority. See “Item 3. Key
Information—D. Risk Factors —Risks Related to Doing Business in China—The approval and/or other requirements of the
CSRC, CAC or other PRC governmental authorities may be required in connection with our offshore offerings under PRC law
and if required, we cannot predict whether or how soon we will be able to obtain such approval.”

Recently, the PRC government initiated a series of regulatory actions and guidelines to regulate business operations in China with
little advance notice, including cracking down on illegal activities in the securities market, enhancing supervision over China-based
companies listed overseas, adopting new measures to extend the scope of cybersecurity reviews, regulating overseas securities offering
and listing, and expanding the efforts in anti-monopoly enforcement, which may impact our ability to conduct business, accept foreign
investments, or list on a U.S. or other foreign exchange.

On July 6, 2021, the General Office of the Communist Party of China Central Committee and the General Office of the State
Council jointly made public the Opinions on Strictly Cracking Down Illegal Securities Activities in Accordance with the Law.
These opinions emphasized the need to strengthen the administration over illegal securities activities and the supervision on
overseas listings by China-based companies and proposed to take effective measures, such as promoting the construction of
relevant regulatory systems to deal with the risks and incidents faced by China-based overseas-listed companies. As these
opinions are recently issued, official guidance and related implementation rules have not been issued yet and the interpretation
of these opinions remains unclear at this stage.

The PRC Data Security Law, which was promulgated by the Standing Committee of PRC National People’s Congress, or the
SCNPC, on June 10, 2021 and became effective on September 1, 2021, outlines the main system framework of data security
protection. The Personal Information Protection Law, which was promulgated by the SCNPC on August 20, 2021 and became
effective on November 1, 2021, outlines the main system framework of personal information protection and processing. Given
that these laws were recently promulgated or issued, their interpretation, application and enforcement are subject to substantial
uncertainties.




Table of Contents

e On November 14, 2021, the CAC published the draft Regulations for the Administration of Cyber Data Security, or the Draft
Data Security Regulations, for public comments until December 13, 2021. The Draft Data Security Regulations require that a
data processor who processes personal information of more than 1 million individuals shall (i) go through the cyber security
review if it intends to be listed in a foreign country; (ii) report to the local CAC within 15 working days once identifying any
important data. Where data processors conduct merger, reorganization separation, or otherwise, the data recipient shall continue
to perform its data security protection obligations, and the data processor shall report to the local competent department if
personal information of more than one million people is involved. The Draft Data Security Regulations also require a data
processor processing important data or being listed outside China shall carry out data security assessment annually by itself or
through a third-party data security service provider and submit assessment report to local agency of the CAC. As no detailed
rules or implementation of the Draft Data Security Regulations have been issued, the CAC and the PRC governmental
authorities may have wide discretion in the interpretation and enforcement of these regulations. It also remains uncertain
whether the future regulatory changes would impose additional restrictions on companies like us. We cannot predict the impact
of the Draft Data Security Regulations, if any, at this stage, and we will closely monitor and assess any development in the
rulemaking process. If the enacted version of the Draft Data Security Regulations requires any clearance of cybersecurity
review and other specific actions to be completed by companies like us, we face uncertainties as to whether such clearance can
be timely obtained, or at all. If we are not able to comply with the cybersecurity and data privacy requirements in a timely
manner, or at all, we may be subject to government enforcement actions and investigations, fines, penalties, or suspension of
our non-compliant operations, among other sanctions, which could materially and adversely affect our business and results of
operations.

o On December 24, 2021, the Chinese Securities Regulatory Commission, or the CSRC, published the draft of the Provisions of
the State Council on the Administration of Overseas Securities Offering and Listing by Domestic Companies and the draft of
the Administrative Measures for the Filing of Overseas Securities Offering and Listing by Domestic Companies for public
consultation. Pursuant to such draft rules, domestic companies directly or indirectly offer securities or list on overseas markets,
including (i) Chinese companies limited by shares and (ii) overseas enterprises with business mainly conducted in China and
intend to use its domestic equity, assets or similar interests to offer securities or list on overseas markets, shall submit filing
materials to CSRC within three working days after the submission of the application documents for an initial public offering
overseas. For issuance of listed securities overseas after listings on the overseas market, filing materials should be submitted to
CSRC within three working days after the completion of the issuance. Failure to complete the filing required by the CSRC may
expose the domestic company to a warning or a fine of RMB1 million to RMB10 million. For serious cases, the domestic
company may be ordered to suspend the relevant business, cease operation for rectification or revoke relevant business permits
or licenses. However, uncertainty remains as to the final form of these regulations and their interpretation and implementation
upon promulgation.

o On December 28, 2021, the CAC and 12 other PRC regulatory authorities jointly revised and issued the Cyber Security Review
Measures. The Cyber Security Review Measures provides, among others, (i) the purchase of cyber products and services by
critical information infrastructure operators that affects or may affect national security and the data processing activities
engaged in by network platform operators that affect or may affect national security shall be subject to the cybersecurity review
by the Cybersecurity Review Office, the department which is responsible for the implementation of cybersecurity review under
the CAC; and (ii) the network platform operators with personal information data of more than one million users that seek for
listing in a foreign country are obliged to apply for a cybersecurity review by the Cybersecurity Review Office. However, the
Cyber Security review measures do not provide any explanation or interpretation of “affect or may affect national security”, and
the Chinese government may have broad discretion in interpreting and enforcing these laws and regulations. We cannot predict
the impact of the Cyber Security Review Measures, if any, at this stage, and we will closely monitor and assess the statutory
developments in this regard.
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e The State Anti-Monopoly Bureau, the anti-monopoly enforcement agency in the PRC, has in recent years strengthened
enforcement under the Anti-Monopoly Law, including conducting investigations and levying significant fines with respect to
concentration of undertakings, cartel activity, monopoly agreements and abusive behavior by companies with market
dominance. In February 2021, the Anti-Monopoly Committee of the State Council published the Guideline that aims at
specifying some of the circumstances under which an activity of internet platforms may be identified as a monopolistic act as
well as setting out merger controlling filing procedures involving variable interest entities. We cannot assure you that we will
not be affected, either directly or indirectly, by the strengthened enforcements actions taken by the authority. In addition, in
order to comply with existing and new anti-monopoly laws, regulations and guidance which are constantly evolving, we may
need to devote additional resources and efforts, which may adversely affect our business, growth prospects, and the value of our
ADSs, and any incompliance or associated inquiries, investigations and other governmental actions may divert significant
management time and attention and our financial resources, bring negative publicity, subject us to liabilities or administrative
penalties, and materially and adversely affect our financial condition, operations and business prospects.

For a detailed description of risks related to doing business in China, see “Item 3. Key Information—D. Risk Factors—Risks Related
to Doing Business in China” and “Item 4. Information on the Company—B. Business Overview—Regulation” in this annual report on
Form 20-F.

Cash Flows Through Our Organization

Under our current corporate structure, we may rely on dividend payments from our subsidiaries, to fund any cash and financing
requirements we may have. As of the date of this prospectus, none of our subsidiaries have ever issued any dividends or made other
distributions to us or their respective holding companies nor have we or any of our subsidiaries ever paid dividends or made other
distributions to U.S. investors. We currently intend to retain all future earnings to finance business operations. As a result, we do not
expect to pay any cash dividends in the foreseeable future. Any limitation on the ability of our subsidiaries to distribute dividends to us
or on the ability of the VIE to make payments to us may restrict our ability to satisfy our liquidity requirements. If any of our subsidiaries
incurs debt on its own behalf in the future, the instruments governing such debt may restrict their ability to pay dividends to us. To the
extent cash in the business is in the PRC or a PRC entity, and may need to be used to fund operations outside of the PRC, the funds may
not be available due to limitations placed by the government. For more details, see “Item 3. Key Information—A. [Reserved]—Transfer
of Cash Through Our Organization,” “Item 3. Key Information—A. [Reserved]—Impact of Taxation on Dividends or Distributions,” and
“Item 3. Key Information—A. [Reserved]—Restrictions and Limitations on Transfer of Capital.”
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ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION
Our Corporate Structure and Related Risks

Fangdd Network Group Ltd. is a Cayman Islands holding company with no material operations of its own. We conduct our
operations in China primarily through our PRC subsidiary and the VIE. Foreign ownership in the business involving value-added
telecommunications service (except for e-commerce, domestic conferencing, store-and-forward, and call center services), including
internet real estate services, is subject to significant restrictions under current PRC laws, rules and regulations. Accordingly, we operate
these businesses in China through the VIE, Shenzhen Fangdd Network Technology Co. Ltd., or Fangdd Network. Investors in our ADSs
thus are not purchasing equity interest in our operating entities in China but instead are purchasing equity interest in a Cayman Islands
holding company.

The following chart illustrates our corporate structure as of the date of this annual report.

Fangdd Network Group Ltd.
(Cayman Islands)

100%
A 4

Fangdd International Holding Ltd.
(British Virgin Islands)

100%
h 4

Fangdd Network Holding Ltd.
(Hong Kong)

100% Outside PRC

Inside PRC

Shenzhen Fangdd Information Technology Co., Ltd
(“Shenzhen Fangdd” or “WFOE")

L
v

Shenzhen Fangdd Network Technology Co., L

(“Fangdd Network™ or “VIE™)

—————» Equity Interest
e -+ Contractual arrangements

(1) Shareholders of Fangdd Network are Yi Duan, Jiancheng Li, Xi Zeng, Wei Zhang, Li Zhou, Jingjing Huang, Jiaorong Pan, Wentao
Bai and Ying Lu, holding 31.95%, 19.75%, 16.87%, 9.0%, 8.87%, 8.0%, 2.66%, 2.0% and 0.9%, respectively, of the equity interest
in Fangdd Network. Yi Duan is our co-founder, chairman of board of directors and co-chief executive officer. Jiancheng Li is our co-
founder and chief technology officer. Xi Zeng is our co-founder, director and co-chief executive officer. Jiaorong Pan is our director
and chief financial officer.
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(2) As of the date of this annual report, Fangdd Network had ten wholly owned subsidiaries.

Neither we nor our subsidiaries own any equity interest in the VIE. The equity interest of the VIE Fangdd Network are legally held
by individuals who act as nominee shareholders of the VIE on behalf of Shenzhen Fangdd, our PRC subsidiary. A series of contractual
arrangements were entered into between our PRC subsidiary, the VIE and the VIE’s shareholders, which we refer to as the Fangdd
Network VIE Agreements. The Fangdd Network VIE Agreements were originally entered into in March 2014 and subsequently amended
to include registration of the Equity Interest Pledge Agreements with the relevant registration authority and amended when three
nominee shareholders transferred equity interests in Fangdd Network to other nominee shareholders in 2017. The Fangdd Network VIE
Agreements allow our PRC subsidiary to (i) exercise effective control over the VIE and the VIE’s subsidiaries; (ii) receive substantially
all of the economic benefits of the VIE and the VIE’s subsidiaries; and (iii) have an exclusive option to purchase all or part of the equity
interests in the VIE when and to the extent permitted by PRC law. As a result of the Fangdd Network VIE Agreements, we are the
primary beneficiary of the VIE for accounting purposes and treat it as a PRC consolidated entity under U.S. GAAP. We consolidate the
financial results of the VIE in our consolidated financial statements in accordance with U.S. GAAP.

The Fangdd Network VIE Agreements include Business Operation Agreement, Powers of Attorney, Equity Interest Pledge
Agreements, Option Agreements, Operation Maintenance Service Agreement and Technology Development and Application Service
Agreement. We refer to our PRC subsidiary, Shenzhen Fangdd Information Technology Co. Ltd., as Shenzhen Fangdd, and the VIE,
Shenzhen Fangdd Network Technology Co. Ltd., as Fangdd Network. The following is a brief description of the Fangdd Network VIE
Agreements:

®  Business Operation Agreement. Pursuant to the business operation agreement, Fangdd Network and its shareholders undertake
that without the Shenzhen Fangdd’s prior written consent, Fangdd Network shall not (i) enter into any transactions that may
have material effects on Fangdd Network’s assets, obligations, rights or business operations, (ii) sell, transfer, pledge or
otherwise dispose of any rights associated with their equity interests in Fangdd Network, (iii) approve any merger or acquisition
of Fangdd Network, (iv) take any actions that may have a material adverse effect on Fangdd Network’s assets, businesses and
liabilities, or sell, transfer, pledge or otherwise dispose or impose other encumbrances of any assets, businesses or income of
Fangdd Network, (v) request Fangdd Network to declare dividend or make other distribution, (vi) amend Fangdd Network’s
articles of association and (vii) increase, decrease or otherwise change Fangdd Network’s registered capital. Shenzhen Fangdd
may request Fangdd Network to transfer at any time all the intellectual property rights held by Fangdd Network to Shenzhen
Fangdd or any person designated by the Shenzhen Fangdd. Fangdd Network and certain of its shareholders, including Yi Duan,
Jiancheng Li and Xi Zeng, shall be jointly and severally responsible for the performance of their obligations under this
agreement.

o  Powers of Attorney. Each shareholder of Fangdd Network has issued a power of attorney, irrevocably appointing Mr. Jiancheng
Li, our co-founder, chief technology officer and Shenzhen Fangdd’s director, or any person designated by Shenzhen Fangdd, as
such shareholder’s attorney-in-fact to exercise all shareholder rights.

o  Equity Interest Pledge Agreements. Pursuant to the equity interest pledge agreements, Fangdd Network’s shareholders have
pledged all of his or her equity interest in Fangdd Network to Shenzhen Fangdd to guarantee the performance by Fangdd
Network and its shareholders of their obligations under the master agreements, which include technology development and
application service agreement, the operation maintenance service agreement, the business operation agreement and the option
agreements.

o Option Agreements. Pursuant to the option agreements, Fangdd Network’s shareholder has irrevocably granted Shenzhen
Fangdd an exclusive option, to the extent permitted by PRC law, to purchase, or have its designated person or persons to
purchase, at its discretion all or part of the shareholder’s equity interests in Fangdd Network or all or part of Fangdd Network’s
assets.

e  Operation Maintenance Service Agreement. Pursuant to the operation maintenance service agreement, Shenzhen Fangdd has
the exclusive right to provide Fangdd Network with operation maintenance services and marketing services.

o  Technology Development and Application Service Agreement. Pursuant to the technology development and application service

agreement, Shenzhen Fangdd has the exclusive right to provide Fangdd Network with technology development and application
services.
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For a summary of the material provisions of the Fangdd Network VIE Agreements, please refer to “Item 4. Information on the
Company—C. Organizational Structure” in this annual report on Form 20-F.

The contractual arrangements may not be as effective as direct ownership in providing us with control over Fangdd Network, and we
may incur substantial costs to enforce the terms of the arrangements. The legal environment in the PRC is not as developed as in other
jurisdictions, such as the United States. As a result, uncertainties in the PRC legal system could limit our ability, as a Cayman Islands
holding company, to enforce these contractual arrangements and doing so may be quite costly. There are also substantial uncertainties
regarding the interpretation and application of current and future PRC laws, regulations and rules regarding the status of the rights of our
Cayman Islands holding company with respect to its contractual arrangements with the VIE and its shareholders. It is uncertain whether
any new PRC laws, rules or regulations related to VIE structures will be adopted or if adopted, what effect they may have on our
corporate structure. If, as a result of such contractual arrangements, we or Fangdd Network is found to be in violation of any existing or
future PRC laws or regulations, or such contractual arrangement is determined as illegal and invalid by the PRC court, arbitral tribunal or
regulatory authorities, the relevant PRC regulatory authorities would have broad discretion to take action in dealing with such violations
or failures. For a detailed description of the risks associated with our corporate structure, please refer to risks disclosed under “Item 3.D.
Key Information—Risk Factors— Risks Related to Our Corporate Structure” in this annual report on Form 20-F.

We and the VIE are also subject to risks and uncertainties related to our corporate structure, including, but not limited to, the
following:

e We believe that our corporate structure and contractual arrangements comply with the current applicable PRC laws and
regulations. As of the date of this annual report, based on the opinion of our PRC legal counsel, we believe that our PRC
subsidiaries and the VIE are not subject to permission requirements from the Chinese Securities Regulatory Commission (the
“CSRC”), the Cyberspace Administration of China (the “CAC”), nor any other entity to approve these contractual
arrangements. However, PRC laws and regulations governing the approval of these contractual arrangements are uncertain and
the relevant government authorities have broad discretion in interpreting these laws and regulations. Accordingly, the PRC
regulatory authorities may take a view that is contrary to the view of our PRC counsel. There can be no assurance that the PRC
government authorities such as the Ministry of Commerce, or the MOFCOM, the MIIT, or other authorities that regulate our
business and other participants in the telecommunications industry, would agree that our corporate structure or any of the above
contractual arrangements comply with PRC licensing, registration or other regulatory requirements, with existing policies or
with requirements or policies that may be adopted in the future. PRC laws and regulations governing the approval of these
contractual arrangements are uncertain and the relevant government authorities have broad discretion in interpreting these laws
and regulations. As of the date of this annual report, we have not received any inquiry, notice, warning, or sanctions regarding
our corporate structure and contractual arrangements from the CSRC, CAC or any other PRC government authorities. If we
inadvertently conclude that approvals are not required, or if these regulations change or are interpreted differently and we are
required to obtain approval in the future, our shares may decline in value or become worthless if we are unable to assert our
contractual control rights over the assets of our PRC subsidiaries that conduct all or substantially all of our operations. See
“Item 3. Key Information—D. Risk Factors—Risks Related to Our Corporate Structure—If the PRC government deems that
our contractual arrangements with the VIE do not comply with PRC regulatory restrictions on foreign investment in 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”;

e We rely on contractual arrangements with the VIE and its shareholders for our business operations, and these contractual
arrangements may not be as effective as direct ownership in providing us with control over the VIE. We rely on the
performance by the VIE and its shareholders of their obligations under the contracts to exercise control over the VIE. The
shareholders of the VIE may not act in the best interests of us or may not perform their obligations under these contracts. Such
risks exist throughout the period in which we intend to operate certain portion of our business through the contractual
arrangements with the VIE. See “Item 3. Key Information—D. Risk Factors—Risks Related to Our Corporate Structure—We
rely on contractual arrangements with the VIE and its shareholders to exercise control over our business, which may not be as
effective as direct ownership in providing operational control”;

11
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A.

Any failure by the VIE or its shareholders to perform their obligations under our contractual arrangements with them would
have a material adverse effect on our business. If the VIE or its 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. See “Item 3. Key Information—D.
Risk Factors—Risks Related to Our Corporate Structure—Any failure by the VIE or its shareholders to perform their
obligations under our contractual arrangements with them would have a material and adverse effect on our business”; and

The shareholders of the VIE may have potential conflicts of interest with us, which may materially and adversely affect our
business and financial condition. The shareholders of the VIE may breach, or cause the VIE to breach, or refuse to renew, the
existing contractual arrangements we have with them and the VIE, which would have a material adverse effect on our ability to
effectively control the VIE and receive economic benefits from them. 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. See “Item 3. Key Information—D.
Risk Factors—Risks Related to Our Corporate Structure—The shareholders of the VIE may have potential conflicts of interest
with us, which may materially and adversely affect our business and financial condition.”

[Reserved]

Financial Information Related to the VIE and Parent

Set forth below are the condensed consolidating schedules showing the results of operations, financial position and cash flows for

our holding company, the VIE and its subsidiaries and our other subsidiaries, eliminating adjustments and consolidated totals for the
periods and as of the dates presented.

Condensed Consolidated Schedule of Results of Operations

For the Year Ended December 31, 2021

Other VIE and Its Eliminating Consolidated
Condensed Consolidated Schedule of Results of Operations Parent Subsidiaries _Subsidiaries  Adjustments Totals
(in RMB thousands)

Revenue( — 41,251 905,284 (4,155) 942,380
Cost of revenue(!) — (5,880)  (829,993) — (835,873)
Gross profit — 35,371 75,291 (4,155) 106,507
Operating expenses (13,058)  (190,134) (891,441) 30,831 (1,063,802)
Loss from operations (13,058) (154,763) (816,150) 26,676 (957,295)
Other income (expenses)(!) 2462 (25,652)  (206,935) (6,670)  (236,795)
Equity loss of subsidiaries and the VIE and VIE’s subsidiaries® (626,570) — — 626,570 —
Loss before income tax (637,166) (180,415) (1,023,085) 646,576  (1,194,090)
Income tax credit (expense) — 1,854 (8,854) (1,907) (8,907)

Net loss

(637,166) (178,561) (1,031,939) 644,669  (1,202,997)
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Condensed Consolidated Schedule of Results of Operations

Revenue(®

Cost of revenue(

Gross profit

Operating expenses

Income from operations

Other income (expenses)(!)

Equity loss of subsidiaries and the VIE and VIE’s subsidiaries®
Loss before income tax

Income tax credit (expense)

Net loss

Condensed Consolidated Schedule of Results of Operations

Revenue()

Cost of revenue()

Gross profit

Operating expenses

Loss from operations
Other income (expenses)()

Equity income of subsidiaries and the VIE and VIE’s subsidiaries®

Loss before income tax
Income tax expense
Net loss

Notes:

For the Year Ended December 31, 2020

Other VIE and its Eliminating Consolidated
Parent Subsidiaries subsidiaries Adjustments Totals
(in RMB thousands)
— 351 2,450,937 (D) 2,451,287
— (101)  (2,036,664) (56)  (2,036,821)
— 250 414,273 (57) 414,466
(13,607)  (20,291)  (606,740) 152 (640,486)
(13,607)  (20,041)  (192,467) 95 (226,020)
3,366 3,097 125,320 (112,473) 19,310
(115,964) — o 115,964 —
(126,205)  (16,944) (67,147) 3,586 (206,710)
— 98 (16,138) 1,375 (14,665)
(126,205)  (16,846) (83,285) 4,961 (221,375)
For the Year Ended December 31, 2019
Other VIE and its Eliminating Consolidated
Parent Subsidiaries subsidiaries Adjustments Totals
(in RMB thousands)

— — 3,599,436 — 3,599,436
— 2,319 (2,842,394) (2,319)  (2,842,394)

— 2,319 757,042 (2,319) 757,042
(881) (12,220)  (1,288,084) 7,386 (1,293,799)
(881) (9,901) (531,042) 5,067 (536,757)

2) 15,992 14,267 (121) 30,136
147,511 — — (147,511) —
146,628 6,091 (516,775)  (142,565) (506,621)
— (311) (3,455) — (3,766)
146,628 5,780 (520,230) (142,565) (510,387)

(1) Intercompany provision of services of promotion, entrusted loan services, sales of software copyright were eliminated at the

consolidation level.

(2) Itrepresents the elimination of the investment in the VIE and its subsidiaries by Fangdd Network Group Ltd.
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Condensed Consolidated Schedule of Financial Position

Condensed Consolidating Schedule of Financial Position

Cash and cash equivalents

Restricted cash

Short-term investments

Accounts receivable, net

Prepayments and other current assets
Amounts due from subsidiaries and VIE®?)
Others()

Total assets

Short-term bank borrowings

Accounts payable

Customers’ refundable fees

Accrued expenses and other payables
Amounts due to subsidiaries and VIE?)
Others

Total liabilities

Total equity (deficit)

Condensed Consolidating Schedule of Financial Position

Cash and cash equivalents

Restricted cash

Short-term investments

Accounts receivable, net

Prepayments and other current assets
Amounts due from subsidiaries and VIE®
Others()

Total assets

Short-term bank borrowings

Accounts payable

Customers’ refundable fees

Accrued expenses and other payables
Amounts due to subsidiaries and VIE®)
Others

Total liabilities

Total equity (deficit)

Notes:

As of December 31, 2021

Other VIE and Its Eliminating

Consolidated

Parent Subsidiaries _Subsidiaries Adjustments Totals
(in RMB thousands)
162,974 101,391 227,742 — 492,107
— — 24,131 — 24,131
— — 6,150 — 6,150
— 5,637 879,103 — 884,740
— 11,437 206,689 2,045 220,171
1,764,671 1,859,354 627,140  (4,251,165) —
— 127,902 284,624 (126,842) 285,684
1,927,645 2,105,721 2,255,579  (4,375,962) 1,912,983
— — 134,780 — 134,780
— 21,371 1,154,572 — 1,175,943
— — 30,997 — 30,997
28,207 29,254 171,725 9,012 238,198
— 2,107,528 1,569,400  (3,676,928) —
— 1,404 27,984 — 29,388
28,207 2,159,557 3,089,458 (3,667,916) 1,609,306
1,899,438 (53,837)  (833,879) (708,045) 303,677
As of December 31, 2020
Other VIE and Its Eliminating Consolidated
Parent Subsidiaries Subsidiaries _Adjustments Totals
(in RMB thousands)
309,566 60,149 473,733 — 843,448
— 83,192 9,390 — 92,582
= — 9,000 — 9,000
— — 2,252,103 — 2,252,103
— 13,995 182,559 (10,594) 185,960
2,219,626 1,425,826 583,662  (4,229,114)
180,380 625,541 (141,062) 664,859
2,529,192 1,763,542 4,135,988  (4,380,770) 4,047,952
— 443,444 — 443,444
— 20,478 1,775,826 — 1,796,304
— 971 36,074 971) 36,074
33,549 8,108 269,434 (29,443) 281,648
— 2,803,288 1,425,826  (4,229,114)
— 1,973 23,132 (621) 24,484
33,549 2,834,818 3,973,736 (4,260,149) 2,581,954
2,495,643  (1,094,729) 162,252 97,168) 1,465,998

(1) Intercompany provision of services of promotion, entrusted loan services, sales of software copyright were eliminated at the

consolidation level.

(2) Itrepresents the elimination of intercompany balances among the parent, the VIE and its subsidiaries and our other subsidiaries.
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Condensed Consolidated Schedule of Cash Flows

Condensed Consolidating Schedules of Cash Flows

Net cash (used in) provided by operating activities(!)
Net cash (used in) provided by investing activities(!)
Net cash (used in) provided by financing activities(!)

Effect of exchange rates on cash, cash equivalents and restricted cash
Net (decrease) increase in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at the beginning of the year

Cash, cash equivalents and restricted cash at the end of the year

Condensed Consolidating Schedules of Cash Flows

Net cash (used in) provided by operating activities(!

Net cash (used in) provided by investing activities(!)

Net cash provided by (used in) financing activities(!

Effect of exchange rates on cash, cash equivalents and restricted
cash

Net (decrease) increase in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash at the beginning of the
year
Cash, cash equivalents and restricted cash at the end of the year

Condensed Consolidating Schedules of Cash Flows

Net cash (used in) provided by operating activities())

Net cash (used in) provided by investing activities(!)

Net cash provided by (used in) financing activities(!))

Effect of exchange rates on cash, cash equivalents and restricted
cash

Net increase (decrease) in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash at the beginning of the
year
Cash, cash equivalents and restricted cash at the end of the year

Note:

For the Year Ended December 31, 2021

Other VIE and Its  Eliminating  Consolidated

Parent Subsidiaries Subsidiaries Adjustments Totals

(in RMB thousands)
(18,400)  (22,052)  (20,162) @) (60,618)
(128,192)  (55,004)  (43,725) 183,196 (43,725)
— 43426 (167,363) (183,192)  (307,129)
— (8,320) — — (8,320)
(146,592)  (41,950) (231,250) —  (419,792)
309,566 143,341 483,123 — 936,030
162,974 101,391 251,873 — 516,238
For the Year Ended December 31, 2020
Other VIE and Its Eliminating Consolidated
Parent Subsidiaries  Subsidiaries  Adjustments Totals
(in RMB thousands)
(5,894) 606,356 (312,630) (612,827) (324,995)
(115,569)  (803,000) 14,500 909,917 5,848
— 115,569 134,964 (297,090) (46,557)
—  (32,138) — — (32,138)
(121,463) (113,213)  (163,166) —  (397.842)
431,029 256,554 646,289 — 1,333,872
309,566 143,341 483,123 — 936,030
For the Year Ended December 31, 2019
Other VIE and Its Eliminating Consolidated
Parent Subsidiaries  Subsidiaries = Adjustments Totals
(in RMB thousands)

(883) 20,596 103,298 (4,500) 118,511
(64,295)  (184,117)  (206,192) 302,795  (151,809)
498,436 64,295 329,000 (298,295) 593,436

(2,265)  (18,219) — — (20,484)
430,993 (117,445) 226,106 — 539,654
36 373,999 420,183 — 794,218
431,029 256,554 646,289 — 1,333,872

(1) It represents the cash flows that have occurred among the parent, the VIE and its subsidiaries and our other subsidiaries, including
bank entrusted loan, equity investment and other operating activities.
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Roll-Forward of the Amounts Due From Subsidiaries and VIE

For the Year Ended December 31,

Amounts Due From Subsidiaries and VIE 2019 2020 2021
(in RMB thousands)

As of January 1 1,197,490 2,145,325 2,219,626

Cash paid to other subsidiaries 71,680 648,202 128,192

Cash received on behalf of other subsidiaries — (553,449) —

Equity income (loss) of subsidiaries and the VIE and VIE’s subsidiaries 147,511 (115,964) (626,570)
Share based compensation 745,873 102,750 47,067

Effect of foreign currency translation (17,229) (7,238) (3,664)
As of December 31 2,145,325 2,219,626 1,764,671

Transfer of Cash Through Our Organization

Fangdd Network Group Ltd. is a Cayman Islands holding company with no material operations of its own. We currently conduct our
operations primarily through Fangdd Network, the VIE, and its subsidiaries. As of December 31, 2021, we had RMB516.2 million
(US$81.0 million) in cash and cash equivalents and restricted cash and RMB6.2 million (US$1.0 million) in short-term investments that
consisted of investments in wealth management products which are redeemable by us at any time. Although we consolidate the results of
the variable interest entity and its subsidiaries, we only have access to the assets or earnings of the variable interest entity and its
subsidiaries through our contractual arrangements with the variable interest entity and its shareholders. The cash flows that have occurred
between our holding company, its subsidiaries and the VIE are summarized as follows:

For the Year Ended December 31,

2019 2020 2021
(in USS$millions)

Cash received by Fangdd Network Group Ltd. as equity investment. 71.1 80.2 —
Cash paid by Fangdd Network Group Ltd. to Fangdd Network Holding Ltd. (Hong

Kong) to invest in WFOE, Shenzhen Fangdd Information Technology Co., Ltd () 10.5 95.6 21.5
Cash paid by Fangdd Network Holding Ltd. (Hong Kong) to contribute to the

payment to WFOE as paid-in capital 12.0 113.2 12.8
Cash paid by WFOE to VIE, Shenzhen Fangdd Information Technology Co., Ltd.,

through bank entrusted loan (2 35.9 118.5 69.0
Notes:

(1) Part of Fangdd Network Holding Ltd (Hong Kong)’s cash used to invest in Shenzhen Fangdd Information Technology Co., Ltd was
from its bank balance of previous years’ equity financing before 2016;

(2) Part of Shenzhen Fangdd Information Technology Co., Ltd’s cash used to loan to VIE was from its bank balance of previous years’
equity financing before 2016.

Pursuant to the operation maintenance service agreement, Shenzhen Fangdd has the exclusive right to provide the VIE with
operation maintenance services and marketing services. Fangdd Network agrees to pay service fees on an annual basis and at an amount
determined by the WFOE after taking into account factors such as the labor cost, facility cost and marketing expenses incurred by the
WFOE in providing the services. Pursuant to the technology development and application service agreement, Shenzhen Fangdd has the
exclusive right to provide Fangdd Network with technology development and application services. Fangdd Network agrees to pay
service fees on an annual basis and at an amount determined by Shenzhen Fangdd after taking into account multiple factors, such as the
labor and time consumed for the provision of the service, the type and complexity of the services provided, the difficulties in providing
the service, the commercial value of services provided and the market price of comparable services. Since Fangdd Network has incurred
and accumulated losses historically, there was no service fee payable by Fangdd Network to Shenzhen Fangdd.
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Impact of Taxation on Dividends or Distributions

Fangdd Network Group Ltd. is incorporated in the Cayman Islands and conducts business in China through its PRC subsidiary and
the VIE. Neither our subsidiaries nor the consolidated VIE has declared or paid any dividend or distribution to us. We have never
declared or paid any dividend on our ordinary shares and we have no current intention to pay dividends to shareholders. We currently
intend to retain all future earnings to finance our operations and to expand our business. Under the current laws of the Cayman Islands,
Fangdd Network Group Ltd. is not subject to tax on income or capital gains. Upon payments of dividends to our shareholders, no
Cayman Islands withholding tax will be imposed.

For purposes of illustration, the following discussion reflects the hypothetical taxes that might be required to be paid in Mainland
China and Hong Kong, assuming that: (i) we have taxable earnings, and (ii) we determine to pay a dividend in the future:

Hypothetical pre-tax earnings(!) 100.00
Tax on earnings at statutory rate of 25% at Shenzhen Fangdd level (25.00)
Amount to be distributed as dividend from Shenzhen Fangdd to Hong Kong subsidiary(® 75.00
Withholding tax at tax treaty rate of 5% (3.75)
Amount to be distributed as dividend at Hong Kong subsidiary level and net distribution to Fangdd Network Group

Ltd. 71.25
Notes:

(1) For purposes of this example, the tax calculation has been simplified. The hypothetical book pre-tax earnings amount is assumed to
equal Chinese taxable income.

(2) China’s Enterprise Income Tax Law imposes a withholding income tax of 10% on dividends distributed by a Foreign Invested
Enterprise to its immediate holding company outside of Mainland China. A lower withholding income tax rate of 5% is applied if
the Foreign Invested Enterprise’s immediate holding company is registered in Hong Kong or other jurisdictions that have a tax treaty
arrangement with Mainland China, subject to a qualification review at the time of the distribution. There is no incremental tax at
Hong Kong subsidiary level for any dividend distribution to Fangdd Network Group Ltd. If a 10% withholding income tax rate is
imposed, the withholding tax will be 7.5 and the amount to be distributed as dividend at Hong Kong subsidiary level and net
distribution to Fangdd Network Group Ltd. will be 67.5.

Restrictions and Limitations on Transfer of Capital

We face various restrictions and limitations on foreign exchange, our ability to transfer cash between entities, across borders and to
U.S. investors, and our ability to distribute earnings from our businesses, including our subsidiaries and/or the consolidated VIE, to the
parent company and U.S. investors as well as the ability to settle amounts owed under the VIE agreements.

Our offshore holding company is permitted under PRC laws and regulations to provide funding to our PRC subsidiary only through
loans or capital contributions, subject to the approval of government authorities and limits on the amount of capital contributions and
loans. This may delay or prevent us from using the proceeds from our initial public offering to make loans or capital contribution to our
PRC subsidiary. See “Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in China—PRC regulation of loans
and direct investment by offshore holding companies to PRC entities may delay or prevent us from making loans or additional capital
contributions to our PRC operating subsidiaries.”

Under our current corporate structure, Fangdd Cayman’s ability to pay dividends depends upon dividends paid by its Hong Kong
subsidiary, which in turn depends on dividends paid by its PRC subsidiary, which further depends on payments from the VIE under the
Fangdd Network VIE Agreements.

o Although we consolidate the results of the VIE and its subsidiaries, we only have access to the assets or earnings of the VIE and
its subsidiaries through the Fangdd Network VIE Agreements. If the PRC authorities determine that the contractual
arrangements constituting part of the VIE structure do not comply with PRC regulations, or if current regulations change or are
interpreted differently in the future, our ability to settle amounts owed by the VIE under the VIE agreements may be seriously
hindered.

17




Table of Contents

e  Our wholly owned subsidiary in China is permitted to pay dividends to us only out of its retained earnings, if any, as determined
in accordance with PRC accounting standards and regulations. Under PRC laws, each of our subsidiary, the VIE and the VIE’s
subsidiaries in China is required to set aside at least 10% of its after-tax profits each year, if any, to fund certain statutory
reserve funds until such reserve funds reach 50% of its registered capital. In addition, after making an allocation to the statutory
reserve funds from their after-tax profits, our wholly owned subsidiary in China, the VIE and the VIE’s subsidiaries may
allocate a portion of their after-tax profits based on PRC accounting standards to a discretionary surplus fund at their discretion.
The statutory reserve funds and the discretionary funds are not distributable as cash dividends.

e In addition, if our wholly owned subsidiary incurs debt on its own behalf in the future, the instruments governing its debt may
restrict its ability to pay dividends to us.

e Remittance of dividends by our wholly owned subsidiary out of China is subject to examination by the banks designated by
SAFE. Approvals by or registration with appropriate government authorities are required where RMB 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. The PRC government may also at its discretion 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, our PRC subsidiary may not be able to pay dividends in foreign currencies to us and our access to
cash generated from its operations will be restricted. See “Item 3. Key Information—D. Risk Factors—Risks Related to Doing
Business in China—Governmental control of currency conversion may affect the value of your investment.”

o Our Hong Kong subsidiary may be considered a non-resident enterprise for tax purposes, so any dividends our PRC subsidiary
pays to our Hong Kong subsidiary may be regarded as China-sourced income and, as a result, may be subject to PRC
withholding tax at a rate of up to 10%. If we are required under the PRC Enterprise Income Tax Law to pay income tax for any
dividends we receive from our subsidiaries in China, or if our Hong Kong subsidiary is determined by PRC government
authority as receiving benefits from a reduced income tax rate due to a structure or arrangement that is primarily tax-driven, it
would materially and adversely affect the amount of dividends, if any, we may pay to our shareholders.

e If the PRC tax authorities determine that our Cayman Islands holding company is a PRC resident enterprise for enterprise
income tax purposes, we may be required to withhold a 10% 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 our ADS
holders, may be subject to PRC tax at a rate of 10% on gains realized on the sale or other disposition of ADSs or ordinary
shares if such income is treated as sourced from within the PRC. Furthermore, if we are deemed a PRC resident enterprise,
dividends paid to our non-PRC individual shareholders, including our ADS holders, and any gain realized on the transfer of
ADSs or ordinary shares by such shareholders may be subject to PRC tax at a rate of 20% which in the case of dividends may
be withheld at source. Any such tax may reduce the returns on your investment in the ADSs or ordinary shares.

Since Fangdd Network has incurred and accumulated losses historically, there was no service fee payable by Fangdd Network to
Shenzhen Fangdd. As of the date of this annual report, Shenzhen Fangdd has not made any dividend payments or distributions to us, and
no dividends or distributions have been made by us. We intend to keep future earnings to re-invest in and finance the expansion of our
business, and we do not anticipate that any cash dividends will be paid in the foreseeable future.

B. Capitalization and Indebtedness.
Not applicable.

C. Reasons for the Offer and Use of Proceeds.
Not applicable.
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D.

Risk Factors.

Summary of Risk Factors

Below please find a summary of the principal risks we face, organized under relevant headings.

Risks Related to Our Business and Industry

We have a history of losses and negative cash flows from operating activities, and we may not achieve or maintain profitability
in the future.

We may face financial risks as a result of increases in doubtful accounts.
We have a limited operating history, and we may not be able to effectively implement our business strategies.

Our business is susceptible to fluctuations in China’s real estate market, its overall economic growth and government measures
aimed at China’s real estate industry.

The COVID-19 coronavirus has had and may continue to have adverse impact on our business, financial condition and
prospects.

We may fail to compete effectively with existing and new industry players, which could significantly reduce our market share
and materially and adversely affect our business, financial condition and results of operations.

If our marketplace is unable to offer comprehensive, authentic, accurate and up-to-date property listings, our business, financial
condition and results of operations could be materially and adversely affected.

If we are unable to retain and attract real estate professionals or fail to continue to develop and promote our marketplace,
service offerings and features, and develop the technologies that cater to their needs, our business and operating results would

be harmed.

Our reliance on a limited number of property developers may materially and adversely affect us.

Risks Related to Our Corporate Structure

If the PRC government deems that our contractual arrangements with the VIE do not comply with PRC regulatory restrictions
on foreign investment in 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.

We rely on contractual arrangements with the VIE and its shareholders to exercise control over our business, which may not be
as effective as direct ownership in providing operational control.

The shareholders of the VIE may have potential conflicts of interest with us, which may materially and adversely affect our
business and financial condition.

Any failure by the VIE or its shareholders to perform their obligations under our contractual arrangements with them would
have a material and adverse effect on our business.

Our contractual arrangements with the VIE may be subject to scrutiny by the PRC tax authorities and they may determine that
we or the VIE owe additional taxes, which could negatively affect our financial condition and the value of your investment.
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Risks Related to Doing Business in China

The PRC government’s significant oversight over our business operation could result in a material adverse change in our
operations and the value of our ADSs.

The approval and/or other requirements of the CSRC, CAC or other PRC governmental authorities may be required in
connection with our offshore offerings under PRC law and if required, we cannot predict whether or how soon we will be able
to obtain such approval.

Changes in PRC government policies or political or social conditions could have a material adverse effect on the overall
economic growth in China, which could adversely affect our business, financial condition and results of operations.

The Chinese economy differs from the economies of most developed countries in many respects, including a higher level of
government involvement, the ongoing development of a market-oriented economy, a higher level of control over foreign
exchange, and a less efficient allocation of resources.

The PRC legal system contains uncertainties, which could limit the legal protections available to you and us.

The audit report included in this annual report is prepared by an auditor who is not inspected by the Public Company
Accounting Oversight Board and, as such, our investors are deprived of the benefits of such inspection.

Our ADSs will be delisted or trading in our ADSs will be prohibited if we are unable to meet the PCAOB inspection
requirements in time.

Risks Related to The ADSs

The market price movement of the ADSs may be volatile.

‘We may be unable to comply with the applicable continued listing requirements of Nasdagq.

The sale or availability for sale of substantial amounts of the ADSs or ordinary shares could adversely affect their market price.
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.

If securities or industry analysts cease to publish research or reports about our business, or if they adversely change their
recommendations regarding the ADSs, the market price for the ADSs and trading volume could decline.

Because we do not expect to pay dividends in the foreseeable future, you must rely on price appreciation of the ADSs for return
on your investment.

Risks Related to Our Business and Industry

We have a history of losses and negative cash flows from operating activities, and we may not achieve profitability in the future.

We incurred net loss of RMB510.4 million, RMB221.4 million and RMBI1.2 billion (US$188.8 million) in 2019, 2020 and 2021,
respectively. While we generated positive cash flow from operating activities of RMB118.5 million in 2019, we had negative cash flows
from operating activities of RMB325.0 million and RMB60.6 million (US$9.5 million) in 2020 and 2021, respectively.

20




Table of Contents

The accompanying consolidated financial statements have been prepared assuming that we will continue as a going concern, which
contemplates the realization of assets and the satisfaction of liabilities in the normal course of business. We have experienced recurring
losses from operations. As of December 31, 2021, we had an accumulated deficit of RMB4.3 billion. For the year ended December 31,
2021, we recorded a significant decline in our revenue, resulted a net loss of RMB1.2 billion (US$188.8 million) and had negative cash
flows from operating activities of RMB60.6 million (US$9.5 million). As of December 31, 2021, the cash and cash equivalents balance
was RMB492.1 million. Our ability to continue as a going concern is dependent on, among other things, our ability to generate cash
flows from operations and our ability to arrange adequate financing arrangements, which in turn are subject to various factors, many of
which are beyond our control. For example, our revenues depend on the number of active agents who establish online shops in our
marketplace and the number of transactions they are able to complete within a given period using the resources offered by our
marketplace. Agents’ willingness to subscribe to and pay for our premium services depends on the quality and breadth of our service
offerings. As we continue to take new business initiatives to introduce more SaaS solutions, we expect our operating costs and expenses
to increase in the future. We plan to devote substantial financial resources to develop real estate transaction digitalization services,
including product development, sales and marketing, technology infrastructure, and strategic opportunities that may not result in
increased revenue or growth in our business.

We expect that we will continue to incur losses at least in the near term as we strategically reduced the scale of our property
transaction services and actively explore opportunities from other real estate transaction digitalization services. We may also incur
significant losses in the future for a number of reasons, including possible changes in general economic conditions and regulatory
environment, the continued downturn status of China’s real estate market, the impact of the COVID-19 pandemic, the heightened credit
risks of developers, as well as other risks described in this annual report, and we may encounter unforeseen expenses, difficulties,
complications and delays in generating revenues or profitability. Our revenue declined from 2020 to 2021, and if this trend continues, we
may not be able to reduce costs in a timely manner. In addition, if we reduce variable costs to respond to losses, this may limit our ability
to acquire customers and grow our revenues. Accordingly, we may not achieve or maintain profitability and may continue to incur
significant losses in the future.

We may face financial risks as a result of increases in doubtful accounts.

Our allowance for doubtful accounts increased to RMB612.7 million (US$96.1 million) in 2021 from RMB68.6 million in 2020. We
increased our allowance for doubtful accounts as a result of longer turnover periods for and lower collectability of our accounts
receivable from real estate developers who experienced or expected tighter cash flows under the pressures of lower sales, tightened
financing and multiple maturing outstanding debts because of (i) a series of government-issued policies to regulate the real estate market,
including policies to tighten bank borrowing for homebuyers, restrict debt financing to real estate developers and other price control
measures and (ii) the impact of COVID-19. We expect that allowance for doubtful accounts will continue to increase as the financial
conditions of many real estate developers may further deteriorate with the continuation of China’s real estate regulatory measures, which
may result in difficulties in repaying debts when they become due.

We have taken measures to protect our accounts receivable. For accounts receivable that are seriously overdue, we have initiated
lawsuits and applied for injunctive relief. We enhance credit risk management by conducting periodic reviews of the credit status of the
real estate developers and terminating cooperation relationships with real estate developers with poor credit conditions to ensure the
collectability of our accounts receivable. If we fail to collect our accounts receivable on time or if real estate developers fail to satisfy
their financial obligations towards us, our business and results of operations may be materially adversely affected and we may face
liquidity constraints as a result.

We have a limited operating history, and we may not be able to effectively implement our business strategies.

We have a limited operating history, which makes it difficult to assess our future prospects or forecast our future results of
operations. While we have experienced rapid growth in 2018 and 2019 with our total revenue growing from RMB2.3 billion in 2018 to
RMB3.6 billion in 2019, our total revenue dropped to RMB2.5 billion in 2020 and RMB942.4 million (US$147.9 million) in 2021. In
2021, our growth was impacted by various factors, including the continued downturn status of China’s real estate market, the impact of
the COVID-19 pandemic and the heightened credit risks of developers. In response to these challenges, we strategically reduced the scale
of our property transaction services and actively explore opportunities from other real estate transaction digitalization services. We may
fail to regain our historical growth rates or achieve profitability. You should not consider our historical growth and financial performance
as indicative of our future financial performance.
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You should consider our future operations in light of the challenges and uncertainties that we may encounter. These risks and
challenges include our ability to, among other things:

e attract and retain real estate agents who conduct closed-loop transactions in our marketplace and who subscribe to our products
and services;

e strengthen our cooperation with high-quality real estate developers and secure accounts receivable in light of the heightened
credit risks of real estate developers;

e obtain timely, authentic and accurate property listing information and enhance our property database;
e develop and deploy new products and services and improve our real estate transaction digitalization capabilities;
e increase the number of real estate buyers and other market participants using our website and mobile applications;

e successfully compete with other companies that are currently in, or may in the future enter, the business of providing residential
real estate information and facilitating real estate transactions online and on mobile applications, as well as with companies that
provide this information and services offline;

e successfully manage our exclusive selling business;
e cffectively implement our business strategies;

e control costs and expenses associated with our business, including agents’ commission, sales and marketing expenses and
salaries and benefits;

e navigate an uncertain and evolving regulatory environment and adjust our business to the changing real estate market condition;
e work with third parties to expand into adjacent markets, such as rentals and home improvement; and
e maintain our regional coverage and expand geographically.

If the demand for online residential real estate transaction services does not develop as we expect, or if we fail to continue to address
the needs of real estate agents, real estate sellers, real estate buyers and other market participants or attract additional marketplace users,
our business and financial conditions may be materially adversely affected.

Our business is susceptible to fluctuations in China’s real estate market, its overall economic growth and government measures
aimed at China’s real estate industry.

We conduct our real estate services business primarily in China. Our business depends substantially on conditions in China’s real
estate industry. Demand for private residential real estate in China has grown steadily in recent years but such growth is often coupled
with volatility and fluctuations in real estate transaction volume and prices. Fluctuations of supply and demand in China’s real estate
industry are caused by economic, social, political, environmental and other factors. The Chinese economy has shown slower growth
since 2012 compared to the previous decade and this trend is likely to continue. There is considerable uncertainty over the long-term
effects of the expansionary monetary and fiscal policies adopted by the central banks and financial authorities of some of the world’s
leading economies, including China. Any severe or prolonged slowdown in China’s economy may materially and adversely affect our
business, financial condition and results of operations. Furthermore, there may be situations in which China’s real estate industry is so
active that real estate developers see a reduced need for collaborating with real estate agents and reduce their spending on such
initiatives, which could potentially adversely affect our results of operations. To the extent fluctuations in China’s real estate industry
adversely affect spending on real estate sales and marketing, our financial condition and results of operations may be materially and
adversely affected.
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The real estate industry in China is also subject to government regulations on primary and resale property transactions, including
measures that are intended to control real estate prices. In recent years, PRC governmental authorities have issued a number of restrictive
rules on the real estate market. In 2021, major cities in China rolled out regulatory measures to regulate the real estate market and restrict
debt financing to real estate developers. For homebuyers, it takes more time than before to obtain housing bank loans under the tightened
bank borrowing policies, such as the newly-implemented real estate loan concentration management system. Impacted by the
macroeconomic regulation and the tightening of mortgage loans, the real estate market has rapidly cooled off and credit risk for
developers has been intensifying. While these measures and policies remain in effect, they may continue to depress the real estate
market, dissuade potential purchasers from making purchases, reduce transaction volume, cause a decline in average selling prices,
prevent developers from raising the capital they need and increase developers’ costs to start new projects. The general trend of tightening
government regulation over the real estate industry may result in lower growth rates in the real estate industry.

In recent years, PRC government authorities and certain cities also have issued a number of restrictive rules on the real estate
agencies, requiring that real estate agencies shall check the ownership information of the property and the identification for the client
before publication of the property information and the property information published shall be authentic, comprehensive and accurate.
Recently, some of the largest and most affluent cities in China have introduced new measures to administer the price of real estate. For
instance, on February 23, 2021, the Shenzhen Municipal Housing and Construction Bureau issued a work plan on a special inspection of
the reference price of second-hand residential property transactions to promote stable development of the local real estate market. On
March 3, 2021, governmental authorities in Shanghai announced the notice on further strengthening the administration of the real estate
market in Shanghai, according to which certain restrictions are imposed on real estate newly purchased in Shanghai.

The PRC government may continue to adopt new measures in the future that may result in lower growth rates in the real estate
industry. Frequent changes in government policies may also create uncertainty that could discourage investment in real estate. Our
business may be materially and adversely affected as a result of decreased transaction volumes or real estate prices that may result from
government policies.

The COVID-19 coronavirus has had and may continue to have adverse impact on our business, financial condition and prospects.

In December 2019, a novel strain of coronavirus, COVID-19, was first reported to have surfaced in Wuhan, China. Since then, the
COVID-19 coronavirus has spread globally. The outbreak of the COVID-19 pandemic caused the Chinese government to take
unprecedented measures to contain the virus, such as lock-down of cities, nationwide travel restrictions and compulsory quarantine
requirements. During the outbreak, we had to temporarily close our office facilities, restrict employee travel, switch to online virtual
meetings or even cancel meetings with partners. Also, we observed a significant drop in the number of real estate transactions completed
in our marketplace, mainly because commercial activities, including those of real estate developers and agents, paused as a result of the
outbreak. There continue to be significant uncertainties associated with the coronavirus, including with respect to the availability of
vaccines, the duration of the outbreak and actions that may be taken by Chinese or other governmental authorities to contain the
coronavirus or to treat its impact. Any significant disruption resulting from this or similar epidemics on a large scale or over a prolonged
period of time could cause significant disruption to our business until we would be able to resume normal business operations, negatively
affecting our business, results of operations and financial condition.

Amid the COVID-19 pandemic as well as other factors such as the continued downturn status of China’s real estate market, we
suffered a fall in our financial results. Our total revenue decreased from RMB2.5 billion in 2020 to RMB942.4 million (US$147.9
million) in 2021. It is uncertain as to how long and how far the coronavirus outbreak may continue to impact our financial results. The
real estate industry is affected by all of the factors that affect the economy in general. The full impact of the coronavirus is unknown at
this time. If the outbreak continues and lasts for a prolonged period in the regions where we operate, the economy could suffer
substantially from the measures and restrictions taken to combat the virus, which would in turn have adverse impact on the real estate
industry, including our business prospects. To the extent the COVID-19 pandemic adversely affects our business and financial results, it
may also have the effect of heightening many of the other risks described in this “Risk Factors” section, such as those relating to our high
level of indebtedness, our need to generate sufficient cash flows to service our indebtedness.
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We may fail to compete effectively with existing and new industry players, which could significantly reduce our market share and
materially and adversely affect our business, financial condition and results of operations.

We face competition in each of our primary business activities. At the national level, we compete primarily with other online real
estate service providers in China, as well as with traditional real estate brokerage companies. In addition, we have faced, and may
continue to face, competition from regional players. Our competitors may have more established brand names, larger visitor numbers and
more extensive distribution channels than we do, either overall, or in specific regions in which we operate.

The business of providing online real estate services in China is becoming increasingly competitive. As the online real estate
services industry in China is relatively new and constantly evolving, our current or future competitors may be able to better position
themselves to compete as the industry matures. As our platform is transaction-oriented, our main competitors primarily focus on
providing real estate listings, transaction services and home renovation services. To a lesser extent, we also compete with traffic-oriented
platforms, which primarily focus on attracting online traffic and providing listing and advertising services.

We also face competition from other companies that offer e-commerce, listing and similar services. Any of these competitors may
offer products and services that provide significant advantages over those offered by us in terms of performance, price, scope, creativity
or other advantages. These products and services may achieve greater market acceptance than our service offerings, and thus weaken our
brand. Increased competition in the online real estate services industry in China could make it difficult for us to retain existing agents and
real estate buyers and attract new agents and real estate buyers, and could lead to a reduction in our revenues.

Any of our current or future competitors may also receive investments from or enter into other commercial or strategic relationships
with larger, well-established and well-financed companies and obtain significantly greater financial, marketing and content licensing and
development resources than us. Furthermore, some of our competitors receive support from local governments, which may place us at a
disadvantage when competing with them in their local markets. We cannot assure you that we will be able to compete successfully
against our current or future competitors. Any failure to compete effectively in the real estate internet services market in China would
have a material adverse effect on our business, financial condition and results of operations.

If our marketplace is unable to offer comprehensive, authentic, accurate and up-to-date property listings, our business, financial
condition and results of operations could be materially and adversely affected.

One of the key reasons for real estate agents to come to our marketplace is our comprehensive and authenticated property listings.
We believe having a large number of high-quality listings attracts agents, real estate sellers and real estate buyers to our marketplace and
increases the volume of potential transactions. Although we have developed a comprehensive verification procedure to ensure the
timeliness, reliability, authenticity and accuracy of listing information, we cannot assure you that all information listed in our
marketplace is authentic, accurate and up to date. Despite our verification procedures, information posted by agents, real estate sellers
and real estate buyers may not be accurate and up to date in all aspects. To the extent we are unable to continue to offer and expand the
sources of listing information, or we fail to ensure the timeliness, authenticity and accuracy of our listings, our marketplace could
become less attractive to users and transaction volumes may decrease. In such an event, our competitive position could be significantly
weakened and our business, financial condition and results of operations could be materially and adversely affected.

If we are unable to retain and attract real estate professionals or fail to continue to develop and promote our marketplace, service
offerings and features, and develop the technologies that cater to their needs, our business and operating results would be harmed.

As we generate a substantial portion of our revenues from sharing commission fees with real estate agents who complete
transactions in our marketplace, our business relies heavily on the total number of active agents. Our ability to attract and retain real
estate professionals depends on a number of factors, including:

e the size, accuracy and timeliness of our listings;

e the number and quality of services that we provide to our agents;

e the efficiency of our sales and marketing efforts;

e the competition for real estate professionals from various online real estate agent service platforms;
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e the number of real estate buyers using our website and mobile applications; and
e the strength of the real estate market.

If we fail to attract and retain the number of total agents in our marketplace, our revenue may not grow and our business as well as
operating results could suffer materially.

We have invested, and will need to continue to dedicate, significant time, efforts and resources to advertising and market promotion
initiatives. Historically, our sales and marketing expenses fluctuated from quarter to quarter based on our advertising and marketing plans
and due to the seasonality we experienced. We may need to devote a greater portion of our resources to continue to attract listings and
strengthen our brand recognition, which may impact our profitability. We cannot guarantee that our marketing efforts will ultimately be
successful, as it is affected by numerous factors, including our level of investment in, and the effectiveness of, our sales and marketing
campaigns, our ability to provide consistent, high quality products and services, customer satisfaction with our products, as well as
supports and services we provide, among others.

Our reliance on a limited number of property developers may materially and adversely affect us.

Our revenues from transactions rely heavily on our continued relationship with real estate developers. In the future, these property
developers, all of which are independent third parties, may not continue to engage our services at the same level, or at all. If these
property developers terminate or substantially reduce their business with us and we fail to engage with new property developers to
provide us with new properties, our financial condition and results of operations may be materially and adversely affected.

In addition, a part of new properties transacted through our platform are pre-sold prior to meeting delivery conditions. Under the
current PRC laws and regulations, property developers must fulfill certain conditions before they can commence pre-sales of real estate
properties. On September 21, 2018, the Guangdong Real Estate Association issued an “Emergency Notice on the Relevant Opinions on
Providing the Pre-sale Permit for Commodity Houses” asking for opinions on the prohibition of residential property pre-sales. On March
7, 2020, the General Office of Hainan Provincial Committee and the General Office of the People’s Government of Hainan Province
issued the Notice on Establishing the System of Municipal Governments’ Responsibility for the Steady and Healthy Development of the
Real Estate Market (the “Hainan Notice”) promulgating that the commercial houses constructed on the land newly assigned since the
date of issuance of the Hainan Notice can only be sold after the completion of construction. We cannot assure you that the relevant
authorities in China will continue to allow pre-sales of properties or will refrain from imposing additional or more stringent requirements
on property pre-sales. In the event that the relevant authorities prohibit pre-sales of properties or impose additional or more stringent
requirements, our real estate developer partners may be required to suspend the sales of certain projects listed on our platform or
encounter delays in providing us with additional primary listings, which could have an adverse effect on our business, results of
operations, cash flow, and financial condition.
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We have entered into sales commitment arrangements with real estate developers and funding partners to sell new properties, which
may expose us to financial and regulatory risks and may materially adversely affect our financial condition and results of operations.

Since the beginning of 2018, we have entered into tri-party agreements with developers and funding partners which are limited
partnerships formed by certain investors, including us, and are treated as our equity method investees, pursuant to which the funding
partners, rather than us, are required to advance developers the deposits and undertake to purchase any unsold properties from the
developers. As a limited partner of these funding partners, our maximum exposure to the losses arising from our investments in these
limited partnerships is the aggregate amount of (i) the carrying amounts of our investments in these limited partnerships and (ii) the
maximum amount of additional capital that we are committed to providing under the respective partnership deeds. See “Item 5.
Operating and Financial Review and Prospects—B. Liquidity and Capital Resources—Material Cash Requirements” for more
information about our capital commitment obligations. As of December 31, 2019, 2020 and 2021, our maximum exposure to the losses
arising from our investments in these limited partnerships was RMB1.1 billion, RMB796.2 million and RMB745.9 million (US$117.0
million), respectively. Under certain tri-party agreements entered into in 2019 and 2020, there has been added a withdrawal mechanism
allowing our funding partners to withdraw from the agreement with a penalty not more than 10% of the transaction price of the
properties under the agreement or of the unsold properties as of the withdrawal date, as the case may be. If our equity method investee
funding partners are required to purchase the unsold units or otherwise compensate developers in the circumstances where we fail to sell
the properties within the agreed upon period, we will be exposed to downside risks due to our investments in such funding partners.
Considering current real estate market conditions and the operating performance of these limited partnerships, we recognized other-than-
temporary impairment loss of RMB187.3 million (US$29.4 million) to the investment in certain limited partnerships in 2021.

We have also entered into sales commitment arrangements relating to certain parking space projects with real estate developers in
2021. Pursuant to such arrangements, we are obligated to pay an advance deposit of 50% of the retail price of the property in exchange
for an exclusive right to sell their parking spaces for a limited period of time. The deposit will be refunded as we sell the corresponding
parking spaces. As of December 31, 2021, we were refunded RMB2.5 million and the balance of the advanced deposits was RMB42.6
million. There is no guarantee that we will be able to sell all the parking spaces under the sales commitment arrangements. If we fail to
sell all parking spaces, there is no guarantee that we will be able to reach amicable solutions with developers to obtain the advanced
deposits, in which case our financial condition and results of operations would be materially adversely affected.

In addition, some local government authorities have implemented regulations that prohibit real estate agencies from entering into
cooperation agreements with firm-commitment clauses. Although we have not been subject to such regulations in the past, cities in
which we operate currently or in the future may implement relevant regulations to which we may be subject in the future. In such cases,
we may be found to be in violation of relevant regulations and be subject to fines or other penalties, and our operation, business, financial
condition and results of operations may be materially and adversely affected.

We depend significantly on the strength of our brand and reputation. If we, our employees, real estate agents, real estate developers,
financial institutions, or other business partners on our platform engage, or are perceived to engage, in misconduct, fraudulent acts
or wrongdoing, our business or reputation could be harmed and we could be exposed to regulatory investigations, costs and liabilities.

We believe our “Fangdd” brand is considered a leading online and mobile real estate platform that provides a consistent offering of
high-quality products and services. Our continued success in maintaining and enhancing our brand and image depends to a large extent
on our ability to satisfy the needs of agents, real estate buyers and other market participants by further developing and maintaining
quality of services across our operations, as well as our ability to respond to competitive pressures.

We rely on our employees to provide digital housing transaction services and various other services. Our employees may not fully

comply with our internal policies and relevant laws or regulations, and may engage in misconduct or illegal actions, which may result in
negative publicity and adversely impact our reputation and brand image.
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We attract real estate agencies to our platform to conduct sales of properties. We cannot assure you that each real estate agency using
our platform holds the required licenses, has made all necessary filings with relevant authorities or that all actions taken by real estate
agents will meet applicable legal standards and real estate buyers’ expectations, especially since it is difficult for us to effectively monitor
the actions of the agents at all times. We may be found liable and subject to monetary and other penalties for the failure of real estate
agencies using our platform to hold the required licenses or to make required filings with relevant authorities. In addition, real estate
agents operating through our platform have in the past been the subject of various allegations, including allegations of failure to refund
commission fees and other fraudulent acts or wrongdoing. Although we do not believe that we are directly responsible for real estate
agents’ wrongdoings, Chinese media have reported certain incidents and negatively implicated our brand. These incidents and any
similar incidents, or true or untrue claims of such incidents could harm our reputation and impair our ability to attract and retain real
estate agents, real estate sellers and real estate buyers.

We partner with real estate developers to provide quality services related to new properties transactions. Any inappropriate actions
taken by real estate developers as platform participants during the sales process or otherwise, may materially and adversely affect our
reputation, which may result in a material adverse effect on our business, results of operations and financial condition. In particular, the
developers we cooperate with may breach contracts or otherwise violate laws and regulations, which may expose us to potential legal
liabilities and subject us to real estate buyers’ claims for indemnifications and other remedies.

We also rely on other business partners on our platform and ecosystem. For example, we work with financial institutions to provide
effective and affordable financial solutions to customers. To the extent they are unable to provide satisfactory services to real estate
buyers and real estate agents, or they engage in any inappropriate or illegal actions, which may be due to factors that are beyond our
control, we may suffer actual or reputational damage as a result. Any of the failure to provide satisfactory services, potential misconduct
or illegal actions discussed above could materially and adversely impact our business, reputation, financial condition and results of
operations. If we are unable to maintain a good reputation, further enhance our brand recognition, continue to cultivate user trust and
increase the positive awareness of our website, our reputation, brand, financial condition and results of operations may be materially and
adversely affected.

Our initiatives to develop new products and services, introduce new technologies and improve existing products and services may not
succeed, which may limit our future growth.

We have invested and plan to continue investing in the research and development of new products and services, as well as improving
existing products and services. In particular, we spend great efforts in improving the features, functionalities and effectiveness of our
existing websites, mobile applications and WeChat mini program. However, positive research results may not lead to commercially
successful products. The new products and services we develop may not be commercially viable and may not reach the industry
standards or meet platform participants’ needs. In addition, radical technological changes may not be well received by the market or lead
to a long-term success. Similarly, there is no guarantee that our investment in product improvement will bring commercial return. If we
are unable to continue offering high-quality and innovative products and services, we may be unable to retain and attract real estate
buyers, agents, real estate sellers and other business partners, which could harm our business, results of operations and financial
condition. As a result, we cannot assure you that our efforts in research and development will translate into commercial success.

Our outstanding and future indebtedness may adversely affect our available cash flow and our ability to operate our business. In
addition, we may not be able to obtain additional capital when desired, on favorable terms or at all.

As of December 31, 2021, we had RMB134.8 million (US$21.2 million) short-term bank borrowings from certain Chinese banking
institutions. Recent interest rates in China have been at historically low levels, and any increase in these rates would increase our interest
expense and reduce our funds available for operations and other purposes. Our current level of indebtedness increases the possibility that
we may be unable to pay the principal amount of our indebtedness and other obligations when due. Our outstanding and future loans,
combined with our other financial obligations and contractual commitments, could have negative consequences on our business and
financial conditions.
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We believe that our cash, cash equivalents and restricted cash on hand will be sufficient to meet our current and anticipated needs for
general corporate purposes for at least the next 12 months. However, we need to make continued investments in facilities, hardware,
software and technological systems, and to retain talents to remain competitive. Due to the unpredictable nature of the capital markets
and our industry, there can be no assurance that we will be able to raise additional capital on terms favorable to us, or at all, if and when
required, especially if we experience disappointing operating results. If adequate capital is not available to us as required, our ability to
fund our operations, take advantage of unanticipated opportunities, develop or enhance our infrastructure or respond to competitive
pressures could be significantly limited. If we do raise additional funds through the issuance of equity or convertible debt securities, the
ownership interests of our shareholders could be significantly diluted. These newly issued securities may have rights, preferences or
privileges senior to those of existing shareholders.

Our results of operations and cash flows may fluctuate due to seasonal variations in the real estate market, the non-recurring nature
of our real estate transactions, billing cycles and unpredictable development cycles.

Our revenues have historically been substantially lower during the first quarter than during other quarters, due to reduced real estate
transactional activity in the PRC real estate industry during and around the Chinese Lunar New Year holiday, which generally occurs in
January and February of each year. In contrast, the third and fourth quarters of each year generally contribute a majority of our annual
revenues. For this reason, our results of operations may not be comparable from quarter to quarter.

Moreover, we typically enter into agreements with developers shortly before they are expected to obtain permits to sell their newly
developed properties. However, the timing for obtaining these sales permits varies from project to project and is subject to uncertain and
potentially lengthy delays as developers need to obtain a series of other permits and approvals related to the development before
obtaining a sales permit. It is therefore difficult to predict the interval between the time we sign these agency agreements and the time we
launch the sale of projects. In addition, as we typically settle the payment of our commissions with developers at the end of a sales period
based on successful sales achieved during the period, which typically lasts several months, our working capital levels are affected by the
time lag between the time we actually make sales, bill developers and collect the commissions owed to us.

Failure to attract and retain qualified personnel at a reasonable cost could jeopardize our competitive position. We also depend on the
continued efforts of our senior management. If one or more of our key executives were unable or unwilling to continue in their
present positions, our business may be severely disrupted.

Our industry is characterized by high demand and intense competition for talent. As a result, we may need to offer higher
compensation and other benefits in order to attract and retain quality sales, technical and other operational personnel in the future. We
compete with other companies engaged in online real estate services and internet-related businesses for qualified personnel. We have,
from time to time in the past, experienced, and we expect in the future to continue to experience, difficulty in hiring and retaining highly
skilled employees with appropriate qualifications. There may be a limited supply of qualified individuals in some of the cities in China
where we have operations and other cities into which we intend to expand. We must hire and train qualified managerial and other
employees on a timely basis to meet our business needs while maintaining consistent quality of services across our operations in various
geographic locations. We must also provide continued training, through our various training programs, including Fangduoduo University,
to our managerial and other employees so that they are equipped with up-to-date knowledge of various aspects of our operations and can
meet our demand for high-quality services. If we fail to do so, the quality of our services may decline in one or more of the markets
where we operate, which in turn, may cause a negative perception of our brand and adversely affect our business. We cannot assure you
that we will be able to attract or retain the quality personnel that we need to achieve our business objectives.

In addition, we place substantial reliance on the real estate industry experience and knowledge of our senior management team as
well as their relationships with other industry participants. For example, Yi Duan, our co-chief executive officer, Xi Zeng, our co-chief
executive officer, and Jiancheng Li, our chief technology officer, are all particularly important to our future success. We do not carry key
person insurance on any member of our senior management team. The loss of one or more members of our senior management team, in
particular if any of them joins our competitors, could hinder our ability to effectively manage our business and implement our growth
strategies. Finding suitable replacements for our current senior management could be difficult as competition for such talent is intense.

If we fail to successfully attract new personnel, retain and motivate our current personnel, or retain our senior management, we may
lose competitiveness and our results of operations could be materially and adversely affected.
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We have granted, and may continue to grant, share options and other forms of share-based incentive awards, which will adversely
affect our results of operations and you will incur immediate and substantial dilution.

We adopted the 2018 Share Incentive Plan, or the 2018 Plan, in December 2018 and amended it in September 2019. Under the 2018
Plan, as amended, the maximum aggregate number of shares that may be issued pursuant to all awards is 356,514,660 ordinary shares.
As of March 31, 2022, awards to purchase 129,878,550 ordinary shares were granted and outstanding under the 2018 Plan.

In 2021, we incurred RMB47.1 million (US$7.4 million) share-based compensation expenses relating to awards granted under the
2018 Plan. We believe the granting of share incentive awards is critical to our ability to attract and retain employees and promote the
success of our business, and we will continue to grant share incentive awards in the future. As a result, our expenses associated with the
grant of share-based incentive awards may increase, which will have an adverse effect on our results of operations. In addition, issuance
of ordinary shares underlying the outstanding awards will cause you to experience an immediate and substantial dilution of your
shareholding.

We use internet search engines, WeChat, and other social media to direct traffic to our website and application. If we fail to
successfully implement these initiatives, our traffic would decline and our business would be adversely affected.

We use internet search engines, WeChat, and other social media to direct traffic to our website and application. For example, when a
user types a physical address into a search engine, we rely on a high organic search ranking of our webpages in these search results to
refer the user to our website. However, our ability to maintain high organic search result rankings through internet search engines is not
within our control. Our competitors’ search engine optimization, or SEO, efforts may result in their websites receiving a higher search
result ranking than ours, or internet search engines could revise their methodologies in a way that would adversely affect our search
result rankings. If internet search engines modify their search algorithms in ways that are detrimental to us, or if our competitors’ SEO
efforts are more successful than ours, overall growth in our user base could slow. Search engine providers could provide listings and
other real estate information directly in search results or choose to align with our competitors. Our website has experienced fluctuations
in search result rankings in the past, and we anticipate similar fluctuations in the future.

In addition, we integrate our platform with WeChat and other social media applications to help drive traffic to our website and
mobile applications, and promote our brand and products. WeChat and other social media may make changes to their policies, which
could hinder or impede audiences from being directed to our platform. Any reduction in the number of visitors directed to our website
and apps through WeChat and other social media could also harm our business and operating results.

Our services and solutions and internal systems rely on software that is highly technical, and if it contains undetected errors or we
fail to properly maintain or promptly upgrade our technology, our results of operations and financial condition may be materially and
adversely affected.

Our platform and internal systems rely on software that is highly technical and complex. In addition, our platform and internal
systems depend on the ability of such software to store, retrieve, process and manage immense amounts of data. The software on which
we rely has contained, and may now or in the future contain, undetected errors or bugs. Errors or other design defects within the software
on which we rely may result in a negative experience for our platform users, delay introductions of new features or enhancements, result
in errors or compromise our ability to protect user data or our intellectual property. Any errors, bugs or defects discovered in the software
on which we rely could result in harm to our reputation, loss of platform users or investors or liability for damages, any of which could
adversely affect our business, results of operations and financial condition.

Any failure to protect our trademarks and other intellectual property rights could have a negative impact on our business.

We believe our trademarks, copyrights and other intellectual property rights are critical to our success. Any unauthorized use or
misuse of our trademarks and other intellectual property rights could harm our business. Historically, China’s protection of intellectual
property rights has been less stringent and robust compared to other countries such as the United States. Infringement of intellectual
property rights continues to pose a serious risk of doing business in China. Monitoring and preventing unauthorized use is difficult and
the measures we take to protect our intellectual property rights may not be adequate. For example, copyright registration by itself may
not be adequate protection from potential misuse, infringement or other challenges from third parties claiming rights on our intellectual

property.
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Furthermore, the application of laws governing intellectual property rights in China and abroad is uncertain and evolving, and could
expose us to risks. If we are unable to adequately protect our brand, trademarks and other intellectual property rights, we may lose these
rights and our business may suffer materially. We typically impose contractual obligations on employees and consultants and have taken
other precautionary measures to maintain the confidentiality of our proprietary information and restricted the use of the proprietary
information other than for our company’s benefit. However, if our employees and consultants do not honor their contractual obligations
or misappropriate our database and other proprietary information, our business would suffer as a result.

We may be subject to intellectual property infringement or misappropriation claims by third parties, which may force us to incur
substantial legal expenses and, if determined adversely against us, could materially disrupt our business.

We cannot be certain that our services and information provided on our website do not or will not infringe patents, copyrights or
other intellectual property rights held by third parties. From time to time, we may be subject to legal proceedings and claims alleging
infringement of patents, trademarks or copyrights, or misappropriation of creative ideas or formats, or other infringement of proprietary
intellectual property rights.

The validity, enforceability and scope of intellectual property rights protection in internet-related industries, particularly in China,
are uncertain and still evolving. For example, as we face increasing competition and as litigation is more frequently used to resolve
disputes in China, we face a higher risk of being the subject of intellectual property infringement claims. Pursuant to relevant laws and
regulations, internet service providers may be held liable for damages if such providers have reason to know that the works uploaded or
linked infringe the copyrights of others. Any such proceeding could result in significant costs to us and divert our management’s time
and attention from the operation of our business, as well as potentially adversely impact our reputation, even if we are ultimately
absolved of all liability.

Actual or alleged failure to comply with data privacy and protection laws and regulations could have a serious adverse effect on our
reputation, and discourage current and potential clients from doing business with us.

Concerns about our practice of accessing, storing, processing and using the data from platform users, as well as collecting and
processing the personal information published on other third parties” websites, even if unfounded, could damage our reputation, business
and results of operations. The data or information we collect primarily consists of personal mobile numbers and information on the
housing unit for-sale or for-rent. We are subject to various data privacy and protection laws and regulations in China, including, without
limitation, the PRC Cyber Security Law. To protect personal information, these laws and regulations regulate data collection, storage,
use, processing, disclosure and transfer of personal information. Pursuant to these laws and regulations, an internet service provider is
required to obtain a user’s consent to collect the user’s personal information, and is prohibited from gathering personal information that is
unrelated to the services it provides, and the internet information service provider must also inform the user of the purposes, the means
and the scope of the information collection and uses. The Civil Code of the PRC stipulates that: (i) natural persons’ personal information
shall be protected by law; (ii) any organizations and individuals who need to obtain personal information of others shall obtain such
information in accordance with the law and shall ensure the confidentiality of such information; and (iii) organizations and individuals
are not allowed to illegally collect, use, process or transfer the personal information of others. It is illegal to buy and sell, supply or
publish the personal information of others. The PRC Cyber Security Law also prohibits individuals or entities from obtaining personal
information through theft or other illegal ways or selling or otherwise illegally disclosing personal information. The PRC Criminal Law
prohibits entities and their employees from selling or otherwise illegally disclosing a citizen’s personal information or obtaining personal
information through theft or other illegal ways in serious circumstances. See “Item 4. Information on the Company—B. Business
Overview—Regulation—Regulation on Information Security and Privacy Protection.”
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The PRC Data Security Law, which was promulgated by the Standing Committee of PRC National People’s Congress, or the
SCNPC, on June 10, 2021 and became effective on September 1, 2021, outlines the main system framework of data security protection.
On August 20, 2021, the Standing Committee of the National People’s Congress of China promulgated the Personal Information
Protection Law, which integrates the scattered rules with respect to personal information rights and privacy protection and took effect in
November 2021. The draft Regulations for the Administration of Cyber Data Security, or the Draft Data Security Regulations, published
by the CAC on November 14, 2021 for public comments until December 13, 2021 require that a data processor who processes personal
information of more than 1 million individuals shall (i) go through the cyber security review if it intends to be listed in a foreign country;
(ii) report to the local CAC within 15 working days once identifying any important data. Where data processors conduct merger,
reorganization separation, or otherwise, the data recipient shall continue to perform its data security protection obligations, and the data
processor shall report to the local competent department if personal information of more than one million people is involved. The Draft
Data Security Regulations also require a data processor processing important data or being listed outside China shall carry out data
security assessment annually by itself or through a third-party data security service provider and submit assessment report to local agency
of the CAC. On December 28, 2021, the CAC and 12 other PRC regulatory authorities jointly issued the Cyber Security Review
Measures. The Cyber Security Review Measures provides, among others, (i) the purchase of cyber products and services by critical
information infrastructure operators that affects or may affect national security and the data processing activities engaged in by network
platform operators that affect or may affect national security shall be subject to the cybersecurity review by the Cybersecurity Review
Office, the department which is responsible for the implementation of cybersecurity review under the CAC; and (ii) the network platform
operators with personal information data of more than one million users that seek for listing in a foreign country are obliged to apply for
a cybersecurity review by the Cybersecurity Review Office. However, the Cyber Security Review Measures do not provide any
explanation or interpretation of “affect or may affect national security”, and the Chinese government may have broad discretion in
interpreting and enforcing these laws and regulations. We cannot predict the impact of the Cyber Security Review Measures, if any, at
this stage, and we will closely monitor and assess the statutory developments in this regard. Nonetheless, given that the aforementioned
draft measures or draft regulations were released for public comment only or the laws and regulations were recently promulgated or
issued, their interpretation, application and enforcement are subject to substantial uncertainties and the CAC or other PRC governmental
authorities may have wide discretion in the interpretation and enforcement of these laws and regulations. It also remains uncertain
whether the future regulatory changes would impose additional restrictions on companies like us. We may be required to make further
adjustments to our business practices to comply with the data privacy and protection laws and regulations. If the enacted version of the
Draft Data Security Regulations requires any clearance of cybersecurity review and other specific actions to be completed by companies
like us, we face uncertainties as to whether such clearance can be timely obtained, or at all. If we are not able to comply with the data
privacy and protection requirements in a timely manner, or at all, we may be subject to government enforcement actions and
investigations, fines, penalties, or suspension of our non-compliant operations, among other sanctions, which could materially and
adversely affect our business and results of operations. As of the date of this annual report, we have not been involved in any
investigations on cybersecurity review made by the Cyberspace Administration of China on such basis, and we have not received any
inquiry, notice, warning, or sanctions in such respect.

Our mobile apps and websites only collect basic user personal information that is necessary to provide the corresponding services.
We do not collect any sensitive personal information or other excessive personal information that is not related to the corresponding
services. We update our privacy policies from time to time to meet the latest regulatory requirements of Cyberspace Administration of
China and other authorities and adopt technical measures to protect data and ensure cybersecurity in a systematic way. While we have
taken these measures to comply with all applicable data privacy and protection laws and regulations in China, we cannot guarantee their
effectiveness. The activities of third parties such as business partners are beyond our control. If our business partners, including financial
institutions, violate the PRC Cyber Security Law and related laws and regulations related to the protection of personal information, or
fail to fully comply with the service agreements with us, or if any of our employees fail to comply with our internal control measures and
misuse the information, we may be subject to penalties. For further information, see “Item 4. Information on the Company—B. Business
Overview—Regulation—Regulation on Information Security and Privacy Protection.” Any failure or perceived failure to comply with
all applicable data privacy and protection laws and regulations, or any failure or perceived failure of our business partners to do so, or
any failure or perceived failure of our employees to comply with our internal control measures, may result in negative publicity and legal
proceedings or regulatory actions against us, and could damage our reputation, discourage current and potential agents, real estate sellers
and real estate buyers from using our services and subject us to fines and damages, which could have a material adverse effect on our
business and results of operations.
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Furthermore, the interpretation and application of data privacy and protection laws and regulations and standards are still uncertain
and evolving. We cannot assure you that relevant governmental authorities will not interpret or implement the laws or regulations in
ways that negatively affect us. In addition, it is possible that we may become subject to additional or new laws and regulations regarding
the protection of personal information or privacy-related matters in connection with the data we have access to. Complying with
additional or new regulatory requirements could force us to incur substantial costs or require us to change our business practices. In
addition to the regulatory requirements, user attitudes towards data privacy are also evolving, and user concerns about the extent to
which personal information is accessible to, used by or shared with agents or other platform users may adversely affect our ability to gain
access to data. Any occurrence of the abovementioned circumstances may negatively affect our business and results of operations.

If we fail to obtain or keep licenses, permits or approvals applicable to the various real estate services provided by us, we may incur
significant financial penalties and other government sanctions.

The internet information services industries in China are highly regulated by the PRC government. We are required to obtain a
value-added telecommunications license in order to provide internet information services. Fangdd Network has renewed in November
2020 its value-added telecommunications service license for the operations of internet content services. The regulations related to value-
added telecommunication licenses also provide that a value-added telecommunication license holder must first obtain approvals from, or
make filings with, competent counterparts of the Ministry of Industry and Information Technology, or the MIIT, in connection with
subsequent updates to its shareholding structure or certain other matters relating to such value-added telecommunication license holder.
We cannot assure you that we will be able to successfully keep value-added telecommunication licenses or complete the updating and
renewal of the filing records of our value-added telecommunication licenses with local MIIT counterparts on a timely basis.

Pursuant to the relevant regulations regarding real estate agents and brokerage businesses, a company active in the real estate
brokerage business is required to make a filing with the real estate administrative authority within 30 days after the issuance of its
business license. The requirements of the local real estate administrative authorities for such filings may vary in different cities and we
cannot assure you that, if we are required to complete such filings, we will be able to do so in a timely manner or at all. In addition, we
may be required to obtain additional licenses. For example, the provision of real estate market news on our platform may be viewed as
providing internet news information services, which could require us to obtain an internet news information license. If we are required to
apply for such licenses, we can provide no assurance that we will procure and maintain such additional licenses.

One of our subsidiaries is a small loan company permitted to operate as an online small loan lending business. Its operations are
subject to the inspections and examinations of relevant government authorities from time to time. Depending on the inspection results,
these local regulatory authorities may require the online small loan companies they inspected to take rectification measures within
specified periods of time, may revoke the operation approvals of non-compliant companies and may order non-compliant companies to
cease business operations. We cannot assure you that we will be able to obtain all the licenses, permits or approvals required to conduct
our online small loan business in China or maintain our existing licenses, permits and approvals. Any failure or significant delay to
obtain or renew, or any suspension or revocation, of these licenses, permits and approvals, may have a material adverse impact on our
online small loan lending businesses and results of operations.

Under applicable PRC laws, rules and regulations, the failure to obtain and/or maintain the licenses and permits required to conduct
our business may subject us to various penalties, including confiscation of revenues, imposition of fines and/or restrictions on their
business operations, or the discontinuation of their operations. Any such disruption in the business operations of the consolidated VIE
could materially and adversely affect our business, financial condition and results of operations.
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We are exposed to potential liabilities for information in our marketplace and for services sold over the internet and we may incur
significant costs and suffer from reputational damage as a result of defending against such potential liabilities.

We source content from third party sources and list them in our marketplace, including the information collected and processed from
other third parties’ websites, on our websites such as real estate listings. In certain circumstances, we do not have the authorization from
owners of listed properties in our marketplace. According to relevant PRC laws and regulations, a real estate agency shall not publish
information on properties without the prior written authorization of the owner. We may be exposed to liability with respect to such third-
party information or the products and services sold through our website or mobile applications. Among other things, we may face
allegations that, by directly or indirectly providing such third-party content, we should be liable for defamation, negligence, copyrights,
trademark infringement, unfair competition or other actions by parties providing such content. We may be subject to fines or legal
sanctions according to the Anti-Unfair Competition Law or other PRC laws. We may also face allegations that content on our websites,
including statistics or other data we compile internally, contains false information, errors or omissions, and real estate buyers and other
marketplace users could seek damages for losses incurred as a result of their reliance upon or otherwise relating to incorrect information.
We may also be subject to fines and other sanctions by the PRC government for publication of information without prior written
authorization or incorrect information. In addition, our websites could be used as a marketplace for fraudulent transactions. We have
adopted a rigorous listing verification process that includes owner verification and cross-agent verification to ensure the listings posted in
our marketplace are authentic. However, we cannot assure you that the measures we take to guard against liability for third-party content
or information will be adequate to protect us from relevant civil and other liabilities. Any such claims, with or without merit, could be
time-consuming to defend and result in litigation and significant diversion of management’s attention and resources. Even if these claims
do not result in liability to us, we could incur significant costs in investigating and defending against these claims and suffer damage to
our reputation. Our general liability insurance may not cover all potential claims to which we are exposed to and may not be adequate to
indemnify us for all liabilities that may be imposed.

We provide recommendation services for financial institutions, which may constitute provision of intermediary service, and our
agreements with these financial institutions may be deemed as intermediation contracts under the Civil Code of the PRC.

Under the Civil Code of the PRC, if an intermediary conceals any material fact intentionally or provides false information in
connection with the conclusion of a proposed transaction, which results in harm to a client’s interests, the intermediary may not claim
service fees and is liable for any damages caused. We provide recommendation services for financial service providers as part of our real
estate financial services, which may constitute provision of intermediary services, and our agreements with these financial service
providers may be deemed intermediation contracts under the Civil Code of the PRC. If we intentionally conceal material information or
provide false information to financial service providers, or if we fail to identify false information received from users or any third party
and in turn provide such information to financial service providers, we could be held liable for damages caused to financial service
providers as an intermediary pursuant to the Civil Code of the PRC. Due to the lack of detailed regulations and guidance in this area of
financial product recommendation services and the possibility that the PRC government authorities may promulgate new laws and
regulations regulating financial product recommendation services in the future, there are substantial uncertainties regarding the
interpretation and application of current or future PRC laws and regulations for financial product recommendation services, and there can
be no assurance that the PRC government authority will share our views.

In addition, if the transactions, in which we provide intermediary service, violate the PRC laws and regulations on the real estate
financial services, we may not continue to provide the intermediary service for such transactions and our business of provision of
intermediary service may be adversely affected.

Regulatory uncertainties relating to real estate-related financial services in China could harm our business, financial condition and
results of operation.

Since we historically provided real estate-related financial services, our business may continue to be subject to a variety of PRC
laws and regulations governing financial services for such historical practices. The application and interpretation of these laws and
regulations are ambiguous and may be interpreted and applied inconsistently between different government authorities. As of the date of
this annual report, we have not been subject to any material fines or other penalties under any PRC laws or regulations on our real estate
financial services operations. However, if the PRC government adopts a stringent regulatory framework for the real estate-related
financial services market in the future, and imposes specific requirements (including licensing requirements) on market participants, our
business, financial condition and prospects could be materially and adversely affected. If our historical practice is deemed to violate any
existing laws and regulations, we may be subject to penalties as determined by the relevant government authorities.
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The successful operation of our business depends upon the performance and reliability of the internet infrastructure and
telecommunications networks in China.

Our business depends on the performance and reliability of the internet infrastructure in China. Substantially all access to the
internet is maintained through state-controlled telecommunication operators under the administrative control and regulatory supervision
of MIIT. In addition, the national networks in China are connected to the internet through international gateways controlled by the PRC
government. These international gateways are generally the only websites through which a domestic user can connect to the internet. We
cannot assure you that a more sophisticated internet infrastructure will be developed in China. We may not have access to alternative
networks in the event of disruptions, failures or other problems with China’s internet infrastructure. In addition, the internet infrastructure
in China may not support the demands associated with continued growth in internet usage.

We also rely on China Unicom and China Telecom to provide us with data communications capacity primarily through local
telecommunications lines and internet data centers to host our servers. We do not have access to alternative services in the event of
disruptions, failures or other problems with the fixed telecommunications networks of China Unicom or China Telecom, or if China
Unicom or China Telecom otherwise fails to provide such services. Any unscheduled service interruption could disrupt our operations,
damage our reputation and result in a decrease in our revenues. Furthermore, we have no control over the costs of the services provided
by China Unicom and China Telecom. If the prices that we pay for telecommunications and internet services rise significantly, our gross
margins could be significantly reduced. In addition, if internet access fees or other charges to internet users increase, our user traffic may
decrease, which in turn may cause our revenues to decline.

Historically there have been occurrences of unexpected network interruptions and security breaches, including “hacking” or
computer virus attacks. Such disruptions in the future would cause delays or interruptions of service, damage our reputation and
result in a loss of users of our products, which could harm our business, operating results, and financial condition.

Our business depends heavily on the performance and reliability of China’s internet infrastructure, the continued accessibility of
bandwidth and servers on our service providers’ networks and the continuing performance, reliability and availability of our technology
platform. We have in the past and are likely again in the future to be subject to unexpected interruptions and security breaches, although
to date no such attack has resulted in any material damages or remediation costs. Any failure to maintain the satisfactory performance,
reliability, security and availability of our computer and hardware systems may cause significant harm to our reputation and our ability to
attract and maintain platform users and visitor traffic. Major risks related to our network infrastructure include:

e any breakdown or system failure resulting in a sustained shutdown of our servers, including failures which may be attributable
to sustained power shutdowns, or efforts to gain unauthorized access to our systems causing loss or corruption of data or
malfunctions of software or hardware;

e any disruption or failure in the national network infrastructure, which would prevent our platform users from accessing our
website;

e any damage from fire, flood, earthquake and other natural disasters; and
e computer viruses, hackings and similar events.

Computer viruses and hacking attacks may cause delays or other service interruptions and could result in significant damage to our
hardware, software systems and databases, disruptions to our business activities, such as to our e-mail and other communication systems,
breaches of security and inadvertent disclosure of confidential or sensitive information, inadvertent transmissions of computer viruses
and interruptions of access to our website through the use of denial-of-service or similar attacks. In addition, the inadvertent transmission
of computer viruses could expose us to a material risk of loss or litigation and possible liability. All of our servers and routers, including
back-up servers, are currently hosted by third-party service providers in Beijing, Shenzhen and Shanghai and all information on our
website is backed up in real time and daily. Any hacking, security breach or other system disruption or failure which occurs in between
our weekly backup procedures could disrupt our business or cause us to lose, and be unable to recover, data such as real estate listings,
contact information and other important transaction-related information.

We also do not maintain insurance policies covering losses relating to our systems and do not have business interruption insurance.
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Any significant cybersecurity incident or disruption of our information technology systems or those of third-party partners could
materially damage our user relationships and subject us to significant reputational, financial, legal and operational consequences.

We depend on our information technology systems, as well as those of third parties, to develop new products and services, host and
manage our services, store data and process transactions. For example, all of our cloud storage is provided by Huawei Cloud. Any
material disruption or slowdown of our systems or those of third parties whom we depend upon could cause outages or delays in our
services, which could harm our brand and adversely affect our operating results. If changes in technology cause our information
technology systems, or those of third parties whom we depend upon, to become obsolete, or if our or their information systems are
inadequate to handle our growth, we could lose users, and our business and operating results could be adversely affected.

We are subject to risks relating to our leased properties.

Currently, most of our offices are on leased premises. We may not be able to successfully maintain, extend or renew our leases upon
the expiration of the current term on commercially reasonable terms or at all, and may therefore be forced to relocate to new offices.

In addition, we have entered into certain lease agreements with parties who have not provided evidence of proper legal title to the
leased premises or authorization from the legal owners for sublease of the premises. If such parties are not the legal owners, or if they
have not obtained the proper authorization from the legal owners of the premises, we might be forced to relocate. We also have not
registered certain of our lease agreements with the relevant government authorities. Under the relevant PRC laws and regulations, we
may be required to register and file with the relevant government authority executed leases. Failure to register the lease agreements for
our leased properties will not affect the validity of these lease agreements, but housing authorities may order us to register the lease
agreements in a prescribed period of time and impose a fine ranging from RMB1,000 to RMB10,000 for each non-registered lease if we
fail to complete the registration within the prescribed timeframe.

Potential strategic investments, acquisitions or new business initiatives may disrupt our ability to manage our business effectively.

Strategic investments, acquisitions or new business initiatives and any subsequent integration of new companies or businesses will
require significant attention from our management, in particular to ensure that such changes do not disrupt any existing collaborations, or
affect our users’ opinion and perception of our products and services. In addition, in the case of acquisitions or new business initiatives
our management will need to ensure that the acquired or new business is effectively integrated into our existing operations. The diversion
of our management’s attention and any difficulties encountered during integration could have a material adverse effect on our ability to
manage our business. In addition, strategic investments, acquisitions or new business initiatives could expose us to potential risks,
including:

e risks associated with the assimilation of new operations, services, technologies and personnel;

e unforeseen or hidden liabilities;

e the diversion of resources from our existing businesses and technologies;

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

e the inability to generate sufficient revenues to offset the costs and expenses of the transaction; and

e potential loss of, or harm to, relationships with employees and platform users as a result of the integration of new businesses or
investment.

Our failure to address these risks or other problems encountered in connection with our past or future acquisitions and investments

could cause us to fail to realize the anticipated benefits of such acquisitions or investments, incur unanticipated liabilities and harm our
business, results of operations and financial condition.
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Enforcement of stricter labor laws and regulations and increases in labor costs in the PRC may adversely affect our business and our
profitability.

China’s overall economy and the average wage in China have increased in recent years and are expected to continue to grow. The
average wage level for our employees has also increased in recent years. We expect that our labor costs, including wages and employee
benefits, will continue to increase. Unless we are able to pass on these increased labor costs to our users by increasing commission fees
we charge and prices for our products or services, our profitability and results of operations may be materially and adversely affected.

In addition, we have been subject to stricter regulatory requirements in terms of entering labor contracts with our employees and
paying various statutory employee benefits, including pensions, housing fund, medical insurance, work-related injury insurance,
unemployment insurance and childbearing insurance to designated government agencies for the benefit of our employees. Pursuant to the
PRC Labor Contract Law, as amended, or the Labor Contract law, and its implementation rules, employers are subject to various
requirements in terms of signing labor contracts, minimum wages, paying remuneration, determining the term of employees’ probation
and unilaterally terminating labor contracts. In the event that we decide to terminate some of our employees or otherwise change our
employment or labor practices, the Labor Contract Law and its implementation rules may limit our ability to effect those changes in a
desirable or cost-effective manner, which could adversely affect our business and results of operations. 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, employers are required, together with
their employees or separately, to pay the social insurance premiums and housing funds for their employees and employers that fail to
make adequate social insurance and housing fund contributions may be subject to fines and legal sanctions. We could be deemed to have
failed to pay certain social insurance and housing fund contributions under the relevant PRC laws and regulation. If the relevant PRC
authorities determine that we shall make supplemental contributions, that we are not in compliance with labor laws and regulations, or
that we are subject to fines or other legal sanctions, such as order of timely rectification, and our business, financial condition and results
of operations may be adversely affected.

In addition, pursuant to the Labor Contract Law, dispatched labor is only intended to be a supplementary form of employment. The
Interim Provisions on Labor Dispatch, which became effective on March 1, 2014, further provides that the number of dispatched workers
an employer may use must not exceed 10% of its total labor force. We use dispatched workers from employment agents in the PRC from
time to time for provision of services to agents. We cannot assure you that the number of dispatched workers we use has not exceeded
10% of the total number of our employees in the past as we continue to develop and expand our business. If we are deemed to have
violated the foregoing limitations, we could be ordered by the relevant labor administrative authorities to rectify within a specified period
of time, and could be subject to fines if the rectification is not completed in time to the satisfaction of the labor administrative authorities.

Moreover, as the interpretation and implementation of labor-related laws and regulations are still evolving, we cannot assure you that
our employment practice do not and will not violate labor-related laws and regulations in China, which may subject us to labor disputes
or government investigations. If we are deemed to have violated relevant labor laws and regulations, we could be required to provide
additional compensation to our employees and our business, financial condition and results of operations could be materially and
adversely affected.

Our results of operations are susceptible to fluctuations due to changes of, significant reduction in or discontinuation of government
grants.

We received government grants in the amount of RMB22.4 million in 2019, RMB22.9 million in 2020 and RMB22.3 million
(US$3.5 million) in 2021. These government grants were extended to support the development of technology companies in China and we
are not subject to any specific performance obligations or other terms as a condition of receiving these grants. Although we expect to
continue to receive government grants from time to time in the future, the extensions of future grants are at the local governments’ sole
discretion. The government incentives grants may be increased, significantly reduced or discontinued for any reasons, which may cause
our financial condition and results of operations to fluctuate.
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We have identified a material weakness in internal control over financial reporting, and we cannot assure you that additional
material weaknesses will not be identified in the future. Our failure to implement and maintain effective internal control over
financial reporting could result in failure to accurately report our financial results or prevent fraud, or result in material
misstatements in our financial statements which could cause investors to lose confidence in our reported financial information and
have a negative effect on the price of the ADSs.

We are subject to reporting obligations under the U.S. securities laws. The SEC, as required by Section 404 of the Sarbanes-Oxley
Act of 2002, adopted rules requiring every public company to include a management report on such company’s internal control over
financial reporting in its annual report, which contains management’s assessment of the effectiveness of our internal control over
financial reporting. However, we were not subject to the requirement to provide attestation by our independent registered public
accounting firm on effectiveness of internal control over financial reporting for the year ended December 31, 2021 as we qualified as an
“emerging growth company,” as defined in the JOBS Act, as of December 31, 2021. Once we cease to be an “emerging growth
company,” our independent registered public accounting firm must attest to and report on the effectiveness of our internal control over
financial reporting, unless we qualify for other exemptions.

Our management, with the participation of our chief executive officer and chief financial officer, has performed an evaluation of the
effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) under the Exchange Act) as of the end of the period
covered by this report, as required by Rule 13a-15(b) under the Exchange Act. Based upon that evaluation, our management has
concluded that our internal control over financial reporting was ineffective as of December 31, 2021 due to one “material weakness” in
our internal control over financial reporting. As defined in the standards established by the U.S. Public Company Accounting Oversight
Board, or PCAOB, 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 weakness identified related to the lack of sufficient financial reporting and accounting personnel with appropriate
understanding of U.S. GAAP to implement formal period-end financial reporting policies and procedures, to address complex U.S.
GAAP technical accounting issues, and to prepare and review our consolidated financial statements and related disclosures in accordance
with U.S. GAAP and financial reporting requirements set forth by the SEC. Following the identification of the material weakness, we
have taken measures and plan to continue to take measures to remedy these deficiencies. For details of these remedies, see “Item 15.
Controls and Procedures.” However, the implementation of these measures may not fully address the material weakness and deficiencies
in our internal control over financial reporting, and we cannot conclude that they have been fully remedied. Our failure to correct the
material weakness and other control deficiencies or our failure to discover and address any other material weakness could result in
inaccuracies in our financial statements and could also impair our ability to comply with applicable financial reporting requirements and
related regulatory filings on a timely basis. As a result, our business, financial condition, results of operations and prospects, as well as
the trading price of our ADSs, may be materially and adversely affected. 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.

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 to and report on the effectiveness of our internal control over financial reporting. Even if our
management concludes that our internal control over financial reporting is effective in the future, 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.
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We have been and may continue to be subject to legal and administrative proceedings 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 have been, and may from time to time in the future, be subject to various legal and administrative proceedings arising in the
ordinary course of our business. As we routinely enter into business contracts with real estate developers, sellers, agencies and agents,
housing buyers, and other marketplace participants, we have been and may continue to be involved in legal proceedings arising from
contract disputes. In response to the heightened credit risks of real estate developers amid the downturn status of China’s real estate
market in 2021, we have initiated an increased number of lawsuits against real estate developers to protect our accounts receivable. In the
meantime, as commissions are payable to real estate agencies by us after we have collected payments from real estate developers, we
have also seen an increased number of lawsuits initiated by real estate agencies against us. We believe these lawsuits are immaterial to
our company on an individual basis or a collective basis. However, regardless of the outcome, litigations or other legal or administrative
proceedings may result in substantial costs and diversion of management resources and attention.

In addition, we may also receive formal and informal inquiries from government authorities and regulators regarding our compliance
with laws and regulations, many of which are evolving and subject to interpretation. Claims arising out of actual or alleged violations of
law could be asserted against us by developers and real estate sellers, agents, real estate buyers, competitors, or governmental entities in
civil or criminal investigations and proceedings or by other entities. These claims could be asserted under a variety of laws in different
jurisdictions, including but not limited to internet information services laws, intellectual property laws, unfair competition laws, data
protection and privacy laws, labor and employment laws, securities laws, real estate laws, tort laws, contract laws, property laws and
employee benefit laws.

There is no guarantee that we will be successful in defending ourselves in legal and administrative actions or in asserting our rights
under various laws. Even if we are successful in our attempt to defend ourselves in legal and administrative actions or to assert our rights
under various laws, enforcing our rights against the various parties involved may be expensive, time-consuming and ultimately futile.
These actions could expose us to negative publicity and to substantial monetary damages and legal defense costs, injunctive relief and
criminal and civil fines and penalties, including but not limited to suspension or revocation of licenses to conduct business.

We are subject to changing laws and regulations regarding regulatory matters, corporate governance and public disclosure that have
increased both our costs and the risk of non-compliance.

We are subject to rules and regulations by various governing bodies, including, for example, the Securities and Exchange
Commission, which is charged with the protection of investors and the oversight of companies whose securities are publicly traded, and
the various regulatory authorities in China and the Cayman Islands, and to new and evolving regulatory measures under applicable law.
Our efforts to comply with new and changing laws and regulations have resulted in and are likely to continue to result in, increased
general and administrative expenses and a diversion of management time and attention from revenue-generating activities to compliance
activities.

Moreover, because these laws, regulations and standards are subject to varying interpretations, their application in practice may
evolve over time as new guidance becomes available. This evolution may result in continuing uncertainty regarding compliance matters
and additional costs necessitated by ongoing revisions to our disclosure and governance practices. If we fail to address or comply with
these regulations or any subsequent changes, we may be subject to penalty and our business may be harmed.

We have limited insurance coverage which could expose us to significant costs and business disruption.

The insurance industry in China is still in an early stage of development and PRC insurance companies offer only limited business
insurance products. While we maintain some insurance policies to safeguard against risks and unexpected events, we do not maintain
business interruption insurance or litigation insurance coverage for our operations in China. Any business disruption, litigation or natural
disaster may cause us to incur substantial costs and result in the diversion of our resources, as well as significantly disrupt our operations,
and have a material adverse effect on our business, financial position and results of operations. Moreover, to improve our performance
and to prevent disruption of our services, we may have to make substantial investments to deploy additional servers or create one or more
copies of our website to mirror our online resources, either of which could increase our expenses and reduce our net income.
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In addition to COVID-19, we face risks related to other health epidemics and natural disasters, which could significantly disrupt our
operations and adversely affect our business, financial condition or results of operation.

In addition to the impact of COVID-19, our business could be adversely affected by the effects of Ebola virus disease, HIN1 flu,
H7NO flu, avian flu, Severe Acute Respiratory Syndrome, or SARS, or other epidemics. Our business operations could be disrupted if
any of our employees is suspected of having any of these epidemics, since it could require our employees to be quarantined and/or our
offices to be disinfected. In addition, to the extent that any of these epidemics harms the Chinese economy in general, our results of
operations and financial performance could be adversely affected.

We are also vulnerable to natural disasters and other calamities. Fire, floods, typhoons, earthquakes, power loss, telecommunications
failures, break-ins, war, riots, terrorist attacks or similar events may give rise to server interruptions, breakdowns, system failures,
technology platform failures or internet failures, which could cause the loss or corruption of data or malfunctions of software or hardware
as well as adversely affect our ability to provide products and services on our platform.

Risks Related to Our Corporate Structure

If the PRC government deems that our contractual arrangements with the VIE do not comply with PRC regulatory restrictions on
foreign investment in 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 in the business involving value-added telecommunications service (except for e-commerce, domestic
conferencing, store-and-forward, and call center services), including internet real estate services, is subject to significant restrictions
under current PRC laws, rules and regulations. Our holding company is a Cayman Islands company, and one of its wholly owned
subsidiaries in PRC, Shenzhen Fangdd, which we refer to as our WFOE, is considered a foreign-invested enterprise. Since our business
involves provision of the value-added telecommunications service, we conduct our business in China, including our online business for
primary and resale properties transaction services, our rental services, and other services, primarily through Fangdd Network, and its
subsidiaries. We have gained control over Fangdd Network through a series of contractual arrangements by and between our WFOE,
Fangdd Network and its shareholders, and we refer to Fangdd Network as our variable interest entity, or the VIE. The VIE and its
subsidiaries have the licenses, approvals or fillings with relevant authorities that are essential for our business operations.

We have entered into, through our WFOE, a series of contractual arrangements with the VIE and its shareholders. These contractual
arrangements enable us to (i) direct the activities that most significantly affect the economic performance of the VIE and its subsidiaries;
(i1) receive substantially all of the economic benefits from the VIE and its subsidiaries in consideration for the services provided by our
PRC subsidiary; and (iii) have an exclusive option to purchase all or part of the equity interests in the VIE or to all or part of the assets of
the VIE, when and to the extent permitted by PRC law, or request any existing shareholder of the VIE to transfer all or part of the equity
interest in the VIE to another PRC person or entity designated by us at any time in our discretion.

These agreements make us their “primary beneficiary” for accounting purposes under U.S. GAAP. For descriptions of these
contractual arrangements, see “Item 4. Information on the Company—C. Organizational Structure—Contractual Agreements with the
VIE and its Shareholders.” We believe that our corporate structure and contractual arrangements comply with the current applicable PRC
laws and regulations. Our PRC legal counsel, based on its understanding of the relevant laws and regulations, is of the opinion that each
of the contracts among our wholly owned PRC subsidiary, the consolidated VIE and their shareholders is valid, binding and enforceable
in accordance with its terms. However, our PRC legal counsel has also advised us that there are substantial uncertainties regarding the
interpretation and application of PRC laws and regulations, including the Foreign Investment Law (2019), Regulations on Mergers and
Acquisitions of Domestic Enterprises by Foreign Investors, or the M&A Rules and the Telecommunications Regulations and the relevant
regulatory measures concerning the telecommunications industry. Accordingly, the PRC regulatory authorities may take a view that is
contrary to the opinion of our PRC legal counsel. There can be no assurance that the PRC government authorities, such as the Ministry of
Commerce, or the MOFCOM, the MIIT, or other authorities that regulate our business and other participants in the telecommunications
industry, would agree that our corporate structure or any of the above contractual arrangements comply with PRC licensing, registration
or other regulatory requirements, with existing policies or with requirements or policies that may be adopted in the future. PRC laws and
regulations governing the validity of these contractual arrangements are uncertain and the relevant government authorities have broad
discretion in interpreting these laws and regulations.
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We believe that our corporate structure and contractual arrangements comply with the current applicable PRC laws and regulations.
As of the date of this annual report, based on the opinion of our PRC legal counsel, we believe that our PRC subsidiaries and the VIE are
not subject to permission requirements from the CSRC, CAC, nor any other entity to approve these contractual arrangements. However,
PRC laws and regulations governing the approval of these contractual arrangements are uncertain and the relevant government
authorities have broad discretion in interpreting these laws and regulations. Accordingly, the PRC regulatory authorities may take a view
that is contrary to the view of our PRC counsel. There can be no assurance that the PRC government authorities such as the Ministry of
Commerce, or the MOFCOM, the MIIT, or other authorities that regulate our business and other participants in the telecommunications
industry, would agree that our corporate structure or any of the above contractual arrangements comply with PRC licensing, registration
or other regulatory requirements, with existing policies or with requirements or policies that may be adopted in the future. PRC laws and
regulations governing the approval of these contractual arrangements are uncertain and the relevant government authorities have broad
discretion in interpreting these laws and regulations. As of the date of this annual report, we have not received any inquiry, notice,
warning, or sanctions regarding our corporate structure and contractual arrangements from the CSRC, CAC or any other PRC
government authorities. If we inadvertently conclude that approvals are not required, or if these regulations change or are interpreted
differently and we are required to obtain approval in the future, our shares may decline in value or become worthless if we are unable to
assert our contractual control rights over the assets of our PRC subsidiaries that conduct all or substantially all of our operations. If the
PRC government determines that these contractual arrangements do not comply with its restrictions on foreign investment in the internet
business, if these regulations or the interpretation of existing regulations change or are interpreted differently in the future, or if the PRC
government otherwise finds that we, the VIE, or any of its subsidiaries is in violation of PRC laws or regulations or lack the necessary
permits or licenses to operate our business, the relevant PRC regulatory authorities, including but not limited to the MIIT, which
regulates internet information service companies, would have broad discretion in dealing with such violations, including:

e revoking our business and operating licenses;

e discontinuing or restricting our operations;

e imposing fines or confiscating any of our income that they deem to have been obtained through illegal operations;
e requiring us or our PRC subsidiaries and affiliates to restructure the relevant ownership structure or operations;

e placing restrictions on our right to collect revenues;

e restricting or prohibiting our use of the proceeds from our initial public offering to finance the business and operations of the
VIE; and

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

The imposition of any of these penalties could have a material and adverse effect on our business, financial condition and results of
operations. If any of these penalties results in our inability to direct the activities of the VIE that most significantly impact its economic
performance, and/or our failure to receive the economic benefits from the VIE, we may not be able to consolidate the financial results of
the VIE and its subsidiaries in our consolidated financial statements in accordance with U.S. GAAP. In addition, our shares may decline
in value or become worthless if we are unable to assert our contractual control rights over the assets of our PRC subsidiaries that conduct
all or substantially all of our operations.
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We rely on contractual arrangements with the VIE and its shareholders to exercise control over our business, which may not be as
effective as direct ownership in providing operational control.

Since the applicable PRC laws, rules and regulations restrict foreign ownership in the value-added telecommunications services, we
conduct our online real estate service and derive related revenues through the contractual arrangements with the VIE. We rely on
contractual arrangements with the VIE and its shareholders for our business operations, and these contractual arrangements may not be
as effective as direct ownership in providing us with control over the VIE. We rely on the performance by the VIE and its shareholders of
their obligations under the contracts to exercise control over the VIE. The shareholders of the VIE may not act in the best interests of us
or may not perform their obligations under these contracts. Such risks exist throughout the period in which we intend to operate certain
portion of our business through the contractual arrangements with the VIE. As we have no direct or indirect ownership interest in the
VIE, these contractual arrangements, including the voting proxies granted to us, may not be as effective in providing us with control over
these companies as direct or indirect ownership. If we were the controlling shareholder of the VIE with direct or indirect ownership, we
would be able to exercise our rights as shareholders to effect changes in the board of directors, which in turn could effect change, subject
to any applicable fiduciary obligations, at the management level. Since we control the VIE through contractual arrangements, if the VIE
or its shareholders fail to perform their obligations under these contractual arrangements, we may be forced to (i) incur substantial costs
and resources to enforce such arrangements, including the voting proxies, and (ii) rely on legal remedies available under PRC law,
including exercising our call option right over the equity interests in the VIE or the assets of the VIE, seeking specific performance or
injunctive relief, and claiming monetary damages. See “—Any failure by the VIE or its shareholders to perform their obligations under
our contractual arrangements with them would have a material and adverse effect on our business.” In the event that we are unable to
enforce these contractual arrangements, or if we suffer significant time delays or other obstacles in the process of enforcing these
contractual arrangements, our business, financial condition and results of operations could be materially and adversely affected.

The equity and asset transfer and foreclosure of pledge in accordance with our contractual arrangements shall be subject to
procedures required by relevant PRC authorities. In addition, the equity and asset transfer price may be subject to review and tax
adjustment by the relevant tax authority.

The shareholders of the VIE may have potential conflicts of interest with us, which may materially and adversely affect our business
and financial condition.

The VIE is currently 31.95% owned by Yi Duan, 19.75% owned by Jiancheng Li, 16.87% owned by Xi Zeng, 9.0% owned by Wei
Zhang, 8.87% owned by Li Zhou, 8.0% owned by Jingjing Huang, 2.66% owned by Jiaorong Pan, 2.0% owned by Wentao Bai and 0.9%
owned by Ying Lu, respectively. Yi Duan, Xi Zeng and Jiancheng Li are our co-founders and executive officers. Jiaorong Pan is our chief
financial officer. However, we cannot assure you that these shareholders would not have potential conflicts of interest with us. If they
breach, or cause the VIE to breach, or refuse to renew, the existing contractual arrangements we have with them and the VIE, our ability
to effectively control the VIE and receive economic benefits from the VIE and its subsidiaries would be materially and adversely
affected. For example, the shareholders may be able to cause our agreements with the VIE 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.
For the shareholders who are also our directors and executive officers, we rely on them to abide by the laws of the Cayman Islands and
China, which provide that directors 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 gain. There is currently no specific and clear guidance
under PRC laws that address any conflict between PRC law and Cayman Islands law in respect of any conflict relating to corporate
governance. If we cannot resolve any conflict of interest or dispute between us and the shareholders of the VIE, 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.
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Any failure by the VIE or its shareholders to perform their obligations under our contractual arrangements with them would have a
material and adverse effect on our business.

We refer to the shareholders of the VIE as its nominee shareholders because although they are the holders on record of equity
interests in the VIE, pursuant to the terms of the relevant power of attorney, each such shareholder has irrevocably authorized Jiancheng
Li, a director of our WFOE, or another person designated by our WFOE in case Jiancheng Li ceases to be the WFOE’s director, to
exercise his or her rights as a shareholder of the VIE. However, if the VIE or its 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 will be effective under PRC law. For example, if the shareholders of the VIE refuse to
transfer their equity interest in the VIE to us or our designee when we exercise the purchase option pursuant to these contractual
arrangements, or if they otherwise act in bad faith toward us, then we may have to take legal actions to compel them to perform their
contractual obligations.

All of the agreements under our contractual arrangements are governed by PRC law and provide for the resolution of disputes
through arbitration or litigation. Accordingly, these contracts would be interpreted in accordance with PRC law and any disputes would
be resolved through arbitration in Hong Kong or litigation in PRC. 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. See “—Risks Related to Doing Business in China—The PRC legal system contains uncertainties, which could
limit the legal protections available to you and us.” Meanwhile, there are very few precedents and little formal guidance as to how
contractual arrangements in the context of a VIE 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, 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 delays or other obstacles in the process of enforcing these contractual arrangements, we may not be able to exert
effective control over the VIE, and our ability to conduct our business may be negatively affected.

Our contractual arrangements with the VIE may be subject to scrutiny by the PRC tax authorities and they may determine that we or
the VIE owe additional taxes, which could negatively affect our financial condition and the value of your investment.

Pursuant to 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. Under the PRC
Enterprise Income Tax Law effective as of January 1, 2008, every enterprise in China must submit its annual enterprise income tax return
together with a report on transactions with its related parties to the relevant tax authorities. The PRC tax authorities may impose
reasonable adjustments on taxation if they have identified any related party transactions that are inconsistent with arm’s length principles
and we may face material and adverse tax consequences. If the PRC tax authorities determine that the contractual arrangements between
our WFOE, the VIE and its shareholders were not entered into on an arm’s-length basis in such a way resulting in an impermissible
reduction in taxes, they may adjust the VIE’ income in the form of a transfer pricing adjustment. A transfer pricing adjustment could,
among other things, reduce expense deductions recorded by the VIE for PRC tax purposes, which could, in turn, increase its tax
liabilities without reducing the WFOE’ tax expenses. In addition, if the WFOE requests the VIE’s shareholders to transfer their equity
interests in VIE at nominal or no value, or the WFOE requests the VIE to transfer its assets at nominal or no value pursuant to the
contractual agreements, such transfer could be viewed as a gift and subject the WFOE to PRC income tax. Furthermore, the PRC tax
authorities may impose late payment fees and other penalties on the VIE for the adjusted but unpaid taxes according to the applicable
regulations. Our financial position and results of operations could be materially and adversely affected if the VIE’ tax liabilities increase
or if they are required to pay late payment fees and other penalties.
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Any unauthorized use of indicia of corporate power or authority would have a material adverse effect on our business.

In China, a company chop or seal serves as the legal representation of the company towards third parties even when unaccompanied
by a signature. Each legally registered company in China is required to maintain a company chop, which must be registered with the
local Public Security Bureau. In addition to this mandatory company chop, companies may have several other chops which can be used
for specific purposes. The chops of our PRC subsidiary, the VIE and its subsidiaries are generally held securely by personnel designated
or approved by us in accordance with our internal control procedures. To the extent those chops are not kept safe, are stolen or are used
by unauthorized persons or for unauthorized purposes, the corporate governance of these entities could be severely and adversely
compromised and those corporate entities may be bound to abide by the terms of any documents so chopped, even if they were chopped
by an individual who lacked the requisite power and authority to do so.

We may lose the ability to utilize assets held by our variable interest entity that are important to the operation of our business if the
VIE goes bankrupt or becomes subject to a dissolution or liquidation proceeding.

Our wholly owned PRC subsidiary is considered foreign-invested enterprise in China and is, therefore, not permitted under the
current PRC laws, rules and regulations to hold the ICP license that are critical to our operations. The VIE, therefore, holds the ICP
License required for operating our website and our mobile applications in China. Under our contractual arrangements, the shareholders
of the VIE may not approve the VIE to sell, transfer, mortgage or dispose of its assets or legal or beneficial interests in the business in
any manner without our prior consent. However, in the event that the shareholders breach this obligation and voluntarily liquidate the
VIE, or the VIE declares bankruptcy, or 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 operations, which could materially and adversely affect our business, financial condition and results
of operations. Furthermore, if the VIE or its subsidiaries undergo a voluntary or involuntary liquidation proceeding, its shareholders or
unrelated third-party creditors may claim rights to some or all of its assets, hindering our ability to operate our business, which could
materially and adversely affect our business, financial condition and results of operations.

Substantial uncertainties exist with respect to the interpretation and implementation of the Foreign Investment Law (2019) and how
they may impact the viability of our current corporate structure, corporate governance and operations.

The value-added telecommunications services that we conduct through the VIE and its subsidiaries are subject to foreign investment
restrictions set forth in the Special Management Measures (Negative List) for the Access of Foreign Investment issued by MOFCOM and
the National Development and Reform Commission, effective January 2022.

On March 15, 2019, the National People’s Congress promulgated the Foreign Investment Law, or the Foreign Investment Law
(2019), which became effective on January 1, 2020 and replaced the Sino-Foreign Equity Joint Venture Enterprise Law, the Sino-Foreign
Cooperative Joint Venture Enterprise Law and the Wholly Foreign-Owned Enterprise Law to become the legal foundation for foreign
investment in the PRC. The Foreign Investment Law (2019) mainly focuses on foreign investment promotion, foreign investment
protection and foreign investment management. The Foreign Investment Law (2019) does not mention the concept of “actual control,”,
nor does it specify the regulation on controlling via contractual arrangements. However, since it is relatively new, uncertainties still exist
in relation to its interpretation and implementation. For instance, under the Foreign Investment Law (2019), “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 arrangements would not be interpreted as a type of indirect foreign investment activities in the future. In addition, the
definition of foreign investment contains a catch-all provision that includes investments made by foreign investors through other means
stipulated in laws, administrative regulations or provisions of the State Council. Therefore, it still leaves leeway for future laws,
administrative regulations or provisions promulgated by the State 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. If further actions shall be taken under future
laws, administrative regulations or provisions of the State Council, we may face substantial uncertainties as to whether we can complete
such actions. Failure to do so could materially and adversely affect our current corporate structure, corporate governance and operations.
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Risks Related to Doing Business in China

The PRC government’s significant oversight over our business operation could result in a material adverse change in our operations
and the value of our ADSs.

We conduct our business in China primarily through our PRC subsidiaries and the VIE. Our operations in China are governed by
PRC laws and regulations. The PRC government’s significant oversight over our business operation could result in a material adverse
change in our operations and the value of our ADSs. The Chinese government may intervene or influence our operations at any time, or
may exert more control over offerings conducted overseas and/or foreign investment in China-based issuers, which could result in a
material change in our operations and/or the value of our ADSs. Any actions by the Chinese government to exert more oversight and
control over offerings that are conducted overseas and/or foreign investment in China-based issuers could significantly limit or
completely hinder our ability to offer or continue to offer securities to investors and cause the value of such securities to significantly
decline or become worthless.

There are substantial uncertainties regarding the interpretation and application of PRC laws and regulations, including, but not
limited to, the laws and regulations governing our and the VIE’s business, or the enforcement and performance of our contractual
arrangements with the VIE. These laws and regulations may be subject to change, the enforcement of laws and regulations in China
could be uncertain and the of rules and policies in China may change quickly with little advance notice, which could result in a material
adverse change in our operations and the value of our ADSs. New laws and regulations that affect existing and proposed future
businesses may also be applied retroactively. Due to the uncertainty and complexity of the regulatory environment, we cannot assure you
that we and the VIE would always be in full compliance with applicable laws and regulations, the violation of which may have an
adverse effect on our and the VIE’s business and our reputation. Also, the PRC government has recently indicated an intent to exert more
oversight over offerings that are conducted overseas and/or foreign investment in China-based issuers. Any such action could
significantly limit or completely hinder our ability to offer or continue to offer securities to investors. In addition, implementation of
industry-wide regulations directly targeting our operations could cause our securities to significantly decline in value or become
worthless. Therefore, investors of our company face potential uncertainty from actions taken by the PRC government affecting our
business.

The approval and/or other requirements of the CSRC, CAC or other PRC governmental authorities may be required in connection
with our offshore offerings under PRC law and if required, we cannot predict whether or how soon we will be able to obtain such
approval.

The Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign Investors, or the M&A Rules, 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.

Our PRC legal counsel 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 the ownership structures of our PRC subsidiaries and VIE were not
established through acquisition of equity interests or assets of any PRC domestic company by foreign entities as defined under the M&A
Rules. 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.

Furthermore, relevant PRC governmental authorities promulgated the Opinions on Strictly Cracking Down Illegal Securities
Activities, which provided that the administration and supervision of overseas-listed China-based companies will be strengthened, and
the special provisions of the State Council on overseas issuance and listing of shares by such companies will be revised, clarifying the
responsibilities of domestic industry competent authorities and regulatory authorities. However, the Opinions on Strictly Cracking Down
Illegal Securities Activities were only issued recently, leaving uncertainties regarding the interpretation and implementation of these
opinions. It is possible that any new rules or regulations may impose additional requirements on us.
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The draft Regulations for the Administration of Cyber Data Security, or the Draft Data Security Regulations, published by the CAC
on November 14, 2021 for public comments until December 13, 2021 require that a data processor who processes personal information
of more than 1 million individuals shall (i) go through the cyber security review if it intends to be listed in a foreign country; (ii) report to
the local CAC within 15 working days once identifying any important data. Where data processors conduct merger, reorganization
separation, or otherwise, the data recipient shall continue to perform its data security protection obligations, and the data processor shall
report to the local competent department if personal information of more than one million people is involved. The Draft Data Security
Regulations also require a data processor processing important data or being listed outside China shall carry out data security assessment
annually by itself or through a third-party data security service provider and submit assessment report to local agency of the CAC. As no
detailed rules or implementation of the Draft Data Security Regulations have been issued, the CAC and the PRC governmental
authorities may have wide discretion in the interpretation and enforcement of these regulations. It also remains uncertain whether the
future regulatory changes would impose additional restrictions on companies like us. If the enacted version of the Draft Data Security
Regulations requires any clearance of cybersecurity review and other specific actions to be completed by companies like us, we face
uncertainties as to whether such clearance can be timely obtained, or at all. On December 24, 2021, the Chinese Securities Regulatory
Commission, or the CSRC, published the draft of the Provisions of the State Council on the Administration of Overseas Securities
Offering and Listing by Domestic Companies and the draft of the Administrative Measures for the Filing of Overseas Securities Offering
and Listing by Domestic Companies for public consultation. Pursuant to such draft rules, domestic companies directly or indirectly offer
securities or list on overseas markets, including (i) Chinese companies limited by shares and (ii) overseas enterprises with business
mainly conducted in China and intends to use its domestic equity, assets or similar interests to offer securities or list on overseas markets,
shall submit filing materials to CSRC within three working days after the submission of the application documents for an initial public
offering overseas. For issuance of listed securities overseas after listings on the overseas market, filing materials should be submitted to
CSRC within three working days after the completion of the issuance. Failure to complete the filing required by the CSRC may expose
the domestic company to a warning or a fine of RMB1 million to RMB10 million. For serious cases, the domestic company may be
ordered to suspend the relevant business, cease operation for rectification or revoke relevant business permits or licenses. However,
uncertainty remains as to the final form of these regulations and their interpretation and implementation upon promulgation. On
December 28, 2021, the CAC and 12 other regulatory authorities jointly issued the Cyber Security Review Measures. The Cyber Security
Review Measures provides, among others, (i) the purchase of cyber products and services by critical information infrastructure operators
that affects or may affect national security and the data processing activities engage in by network platform operators that affect or may
affect national security shall be subject to the cybersecurity review by the Cybersecurity Review Office, the department which is
responsible for the implementation of cybersecurity review under the CAC; and (ii) the network platform operators with personal
information data of more than one million users that seek for listing in a foreign country are obliged to apply for a cybersecurity review
by the Cybersecurity Review Office. However, the Cyber Security Review Measures do not provide any explanation or interpretation of
“affect or may affect national security”, and Chinese government may have broad discretion in interpreting and enforcing these laws and
regulations. We cannot predict the impact of the Cyber Security Review Measures, if any, at this stage, and we will closely monitor and
assess the statutory developments in this regard. As of the date of this annual report, we have not received any inquiry, notice, warning,
or sanctions regarding offshore offering from the CAC or any other PRC governmental authorities.

If it is determined in the future that CSRC approval or other procedural requirements are required to be met for and prior to an
offering, it is uncertain whether we can or how long it will take us to obtain such approval or complete such procedures and any such
approval could be rescinded. Any failure to obtain or delay in obtaining such approval or completing such procedures for an offering, or
a rescission of any such approval, may subject us to sanctions by the relevant PRC governmental authorities. The governmental
authorities may impose restrictions and penalties on our operations in China that could have a material adverse effect on our business,
financial condition, results of operations and prospects, as well as the trading price of the ADSs. The PRC governmental authorities may
also take actions requiring us, or making it advisable for us, to halt an offering before settlement and delivery of the ADSs offered
hereby. Consequently, if you engage in market trading or other activities in anticipation of and prior to settlement and delivery, you do so
at the risk that settlement and delivery may not occur. In addition, if the PRC governmental authorities later promulgate new rules or
explanations requiring that we obtain their approvals for filings, registrations or other kinds of authorizations for an offering, we cannot
assure you that we can obtain the approval, authorizations, or complete required procedures or other requirements in a timely manner, or
at all, or obtain a waiver of the requisite requirements if and when procedures are established to obtain such a waiver.
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Changes in PRC government policies or political or social conditions could have a material adverse effect on the overall economic
growth in China, which could adversely affect our business, financial condition and results of operations.

Our business and operations are primarily conducted in China. Accordingly, our financial condition and results of operations have
been, and are expected to continue to be, affected by the economic, political and social developments in relation to the internet, online
marketing and real estate industries in China. A slowdown of economic growth in China could reduce sales of real estate and related
products and services, which in turn could materially and adversely affect our business, financial condition and results of operations. In
addition, the increased global focus on social, ethical and environmental issues may lead to China’s adoption of more stringent standards
in these areas, which may adversely impact the operations of China-based companies including us. See “—Risks Related to Our Business
and Industry—Our business is susceptible to fluctuations in China’s real estate market, its overall economic growth and government
measures aimed at China’s real estate industry.” for more information.

The Chinese economy differs from the economies of most developed countries in many respects, including a higher level of
government involvement, the ongoing development of a market-oriented economy, a higher level of control over foreign exchange,
and a less efficient allocation of resources.

While the PRC economy has experienced significant growth since the late 1970s, growth has been uneven, both geographically and
among various sectors of the economy. The PRC government has implemented various measures to encourage economic growth and
guide the allocation of resources. These measures are intended to benefit the overall PRC economy, but may also have a negative effect
on us. For example, our business, financial condition and results of operations could be adversely affected by PRC government control
over capital investments or changes in tax regulations that are applicable to us.

The PRC economy has been transitioning from a centrally-planned economy to a more market-oriented economy. Although the PRC
government has implemented measures since the late 1970s which emphasize the utilization of market forces for economic reform, 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 the allocation of resources, controlling payment of
foreign currency-denominated obligations, setting monetary policy and providing preferential treatment to particular industries or
companies.

The PRC legal system contains uncertainties, which could limit the legal protections available to you and us.

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 four decades has significantly enhanced the protections afforded to various forms
of foreign investment in China. These PRC subsidiaries are subject to laws and regulations applicable to foreign-invested enterprises in
China. In particular, they are subject to PRC laws, rules and regulations governing foreign companies’ ownership and operation of
Internet information services as well as of the real estate sector. Such laws and regulations are subject to change, and their interpretation
and enforcement involve uncertainties, which could limit the legal protections available to us and our investors. In addition, we cannot
predict the effect of future developments in the PRC legal system, including the promulgation of new laws, changes to existing laws or
the interpretation or enforcement of such laws, or the preemption of local regulations by PRC laws, rules and regulations.

Moreover, China has a civil law system based on written statutes, which, unlike common law systems, is a system in which decided
judicial cases have little precedential value. Furthermore, interpretation of statutes and regulations may be subject to government policies
reflecting domestic political changes. The relative inexperience of China’s judiciary in many cases creates additional uncertainty as to the
outcome of litigation. In addition, enforcement of existing laws or contracts based on existing laws may be uncertain and sporadic, and it
may be difficult to obtain swift and equitable enforcement within China. All such uncertainties could materially and adversely affect our
business, financial condition and results of operations.
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We may be deemed to operate a financing guarantee business by the PRC regulatory authorities.

In August 2017, the State Council promulgated the Regulations on the Administration of Financing Guarantee Companies, or the
Financing Guarantee Rules which became effective on October 1, 2017. Pursuant to the Financing Guarantee Rules, “financing
guarantee” refers to the activities in which guarantors provide guarantee to the guaranteed parties as to loans, bonds or other types of debt
financing, and “financing guarantee companies” refer to companies legally established and operating financing guarantee business.
According to the Financing Guarantee Rules, the establishment of financing guarantee companies is subject to the approval by the
relevant governmental authority, and unless otherwise stipulated, no entity may operate financing guarantee business without such
approval. If any entity violates these regulations and operates financing guarantee business without approval, the entity may be subject to
penalties including ban or suspension of business, fines of RMB500,000 (US$78,461) to RMB1,000,000 (US$156,922), confiscation of
illegal gains if any, and criminal liability if the violation constitutes a criminal offense.

Due to the lack of further interpretations, the exact definition and scope of “operating financing guarantee business” under the
Financing Guarantee Rules is unclear. It is uncertain whether we would be deemed to operate financing guarantee and loan businesses
because of our current arrangements with certain financial institutions. Furthermore, pursuant to a notice jointly issued by the People’s
Bank of China, or the PBOC, and the China Banking Regulatory Commission, or the CBRC, on December 1, 2017, a bank participating
in loan facilitation transactions may not accept credit enhancement service from a third party which is not a financing guarantee
company, including credit enhancement service in the form of a “buy-back” commitment. If the relevant regulatory authorities determine
that such prohibition is applicable to the financing arrangements we facilitate/participate in, we may be required to obtain approval or
license for financing guarantee and loan businesses to continue our collaboration arrangement with certain financial institutions. If we are
no longer able to maintain our current arrangement with these financial institutions, or become subject to penalties, our business,
financial condition, results of operations and prospects could be materially and adversely affected.

Regulation and censorship of information disseminated over the internet in China may adversely affect our business, and we may be
liable for information displayed on, retrieved from or linked to our websites and mobile applications.

The PRC government has adopted regulations governing internet access and the distribution of information over the internet. Under
these regulations, internet content providers and internet publishers are prohibited from posting or displaying over the internet content
that, among other things, impairs the national dignity of China, contains terrorism or extremism content, or is reactionary, obscene,
superstitious, fraudulent or defamatory, or otherwise violates PRC laws and regulations. Failure to comply with these requirements may
result in the revocation of licenses to provide internet content and the closure of the concerned websites and applications. The website
operator may also be held liable for such censored information displayed on or linked to the website.

In addition, the MIIT has published regulations that subject website operators to potential liability for content displayed on their
websites and for the actions of users and others using their systems, including liability for violations of PRC laws prohibiting the
dissemination of content deemed to be socially destabilizing. The Ministry of Public Security has the authority to order any local internet
service provider to block any internet website at its sole discretion. From time to time, the Ministry of Public Security has stopped the
dissemination over the internet of information which it believes to be socially destabilizing. The State Administration for the Protection
of State Secrets is also authorized to block any website it deems to be leaking state secrets or failing to meet the relevant regulations
related to the protection of state secrets in the dissemination of online information.

Although we attempt to monitor the illicit content posted by users on our platform, we may not be able to effectively control or
restrict illicit content (including comments as well as pictures, videos and other multimedia content) generated or placed on our platform
by our users. To the extent that PRC regulatory authorities find any content displayed on our platform inappropriate, they may require us
to limit or eliminate the dissemination of such information on our platform. Failure to do so may subject us to liabilities and penalties and
may even result in the temporary blockage or complete shutdown of our online operations. If this were to happen, our business and
results of operations would be materially and adversely affected.
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The discontinuation of any of the preferential tax treatments currently available to us in China could materially and adversely affect
our financial condition and results of operations.

We currently enjoy certain preferential tax treatment in the PRC. For example, Fangdd Network is currently qualified as a “high and
new technology enterprise” and is entitled to a reduced enterprise income tax rate of 15% from January 1, 2020 to December 31, 2022.
However, under the Administrative Rules for the Certification of High and New Technology Enterprises issued in January 2016, the
qualification of a “high and new technology enterprise” is subject to annual evaluation and a review every three years by the relevant
authorities in China. There is no assurance that Fangdd Network will continue to meet the applicable criteria for such qualification or
enjoy the preferential tax rate at the same level. Moreover, Fangdd Network currently enjoys preferential tax treatment with regard to its
research and development expenses, and we cannot assure you that such treatment will continue at the current level, or at all. If we are
not able to continue to enjoy our current preferential tax treatment, our financial condition and results of operations can be adversely
affected.

Dividends we receive from our subsidiaries located in the PRC may be subject to PRC withholding tax, which could materially and
adversely affect the amount of dividends, if any, we may pay our shareholders.

The PRC Enterprise Income Tax Law classifies enterprises as resident enterprises and non-resident enterprises. The PRC Enterprise
Income Tax Law provides that an income tax rate of 20% may be applicable to dividends payable to non-resident investors, which (i) do
not have an establishment or place of business in the PRC, or (ii) have an establishment or place of business in the PRC but the relevant
income is not effectively connected with the establishment or place of business, to the extent such dividends are derived from sources
within the PRC. The State Council of the PRC reduced such rate to 10% through the implementation regulations of the PRC Enterprise
Income Tax Law. Further, pursuant to the Double Tax Avoidance Arrangement between Hong Kong and Mainland China, or the Double
Tax Avoidance Arrangement, and the Notice on Certain Issues with Respect to the Enforcement of Dividend Provisions in Tax Treaties
issued in February 2009 by the State Administration of Taxation of the PRC, or the SAT, if a Hong Kong resident enterprise owns more
than 25% of the equity interest in a company in China at all times during the 12-month period immediately prior to obtaining a dividend
from such company, the 10% withholding tax on dividends is reduced to 5% provided certain other conditions and requirements under
the Double Tax Avoidance Arrangement and other applicable PRC laws are satisfied at the discretion of relevant PRC tax authority.

If our Cayman Islands holding company and our Hong Kong subsidiary are considered as non-resident enterprises and our Hong
Kong subsidiary is considered as a Hong Kong resident enterprise under the Double Tax Avoidance Arrangement and is determined by
the competent PRC tax authority to have satisfied relevant conditions and requirements, then the dividends paid to our Hong Kong
subsidiary by its PRC subsidiaries may be subject to the reduced income tax rate of 5% under the Double Tax Avoidance Arrangement.
However, based on the Notice on Certain Issues with Respect to the Enforcement of Dividend Provisions in Tax Treaties, if the relevant
PRC tax authorities determine, in their discretion, that a company benefits from such reduced income tax rate due to a structure or
arrangement that is primarily tax-driven, such PRC tax authorities may adjust the preferential tax treatment. In addition, based on the
Announcement on Certain Issues Concerning the Recognition of Beneficial Owners in Tax Treaties issued on February 3, 2018 by SAT,
comprehensive analysis shall be conducted based on the factors listed and the actual circumstances of the specific cases to recognize the
“beneficial owner.” If we fail to be recognized as beneficial owner, we will not be entitled to the abovementioned reduced income tax
rate of 5% under the Double Tax Avoidance Arrangement. If we are required under the PRC Enterprise Income Tax Law to pay income
tax for any dividends we receive from our subsidiaries in China, or if our Hong Kong subsidiary is determined by PRC government
authority as receiving benefits from reduced income tax rate due to a structure or arrangement that is primarily tax-driven, it would
materially and adversely affect the amount of dividends, if any, we may pay to our shareholders.
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If we are classified as a “resident enterprise” of China under the PRC Enterprise Income Tax Law, we and our non-PRC
shareholders could be subject to unfavorable tax consequences, and our business, financial condition and results of operations could
be materially and adversely affected.

Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise established outside the PRC with “de facto
management body” within the PRC is considered a “resident enterprise” and will be subject to the 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,
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 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 board members with voting rights or senior executives habitually reside in the PRC.

We believe that our Cayman Islands holding company, Fangdd Cayman, is not 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 our Cayman Islands
holding company is a PRC resident enterprise for enterprise income tax purposes, we may be required to withhold a 10% 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 our ADS holders, may be subject to PRC tax at a rate of 10% on gains realized on the sale or other
disposition of ADSs or ordinary shares, if such income is treated as sourced from within the PRC. Furthermore, if we are deemed a PRC
resident enterprise, dividends paid to our non-PRC individual shareholders, including our ADS holders, and any gain realized on the
transfer of ADSs or ordinary shares by such shareholders may be subject to PRC tax at a rate of 20% which in the case of dividends may
be withheld at source. Any PRC tax liability may be reduced by an applicable tax treaty. However, it is unclear whether non-PRC
shareholders of our company would be able to claim the benefits of any tax treaties between their country of tax residence and the PRC
in the event that we are treated as a PRC resident enterprise. Any such tax may reduce the returns on your investment in the ADSs or
ordinary shares.

In addition to the uncertainty as to the application of the “resident enterprise” classification, we cannot assure you that the PRC
government will not amend or revise the taxation laws, rules and regulations to impose stricter tax requirements or higher tax rates. Any
of such changes could materially and adversely affect our financial condition and results of operations.

Governmental control of currency conversion may affect the value of your investment.

Currently, the Renminbi cannot be freely converted into any foreign currency. The PRC government imposes controls on the
convertibility of RMB into foreign currencies and, in certain cases, the remittance of currency out of China. We receive substantially all
of our revenues in RMB. Under our current structure, our income will be primarily derived from dividend payments from our PRC
subsidiaries. Shortages in the availability of foreign currency may restrict the ability of our PRC subsidiaries and our affiliated entity to
remit sufficient foreign currency to pay dividends or other payments to us, or otherwise satisfy their foreign currency dominated
obligations. Under existing PRC foreign exchange regulations, payments of current account items, including profit distributions, interest
payments and expenditures from trade-related transactions, can be made in foreign currencies without prior approval from the PRC State
Administration of Foreign Exchange, or SAFE, by complying with certain procedural requirements. However, for most capital account
items, approval from or registration with appropriate government authorities is required where RMB is to be converted into foreign
currency and remitted out of China to pay capital expenses such as the repayment of bank loans denominated in foreign currencies. The
PRC government may also at its discretion restrict access in the future to foreign currencies for current account transactions. If the
foreign exchange control system prevents us from obtaining sufficient foreign currency to satisfy our currency demands, we may not be
able to pay dividends in foreign currencies to our shareholders, including holders of the ADSs.
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Fluctuation in exchange rates could have a material adverse effect 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. Since June 2010, the Renminbi has fluctuated
against the U.S. dollar, at times significantly and unpredictably. On November 30, 2015, the Executive Board of the International
Monetary Fund, or IMF, completed the regular five-year review of the basket of currencies that make up the Special Drawing Right, or
the SDR, and decided that with effect from October 1, 2016, Renminbi is determined to be a freely usable currency and will be included
in the SDR basket as a fifth currency, along with the U.S. dollar, the Euro, the Japanese yen and the British pound. In the fourth quarter
of 2016, the RMB has depreciated significantly in the backdrop of a surging U.S. dollar and persistent capital outflows of China. With
the development of the foreign exchange market and progress towards interest rate liberalization and Renminbi internationalization, the
PRC government may in the future announce further changes to the exchange rate system, and we cannot assure you that the Renminbi
will not appreciate or depreciate significantly in value against the U.S. dollar in the future. 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 revaluation of the Renminbi may have a material and adverse effect on your investment. For example, to the extent that
we need to convert U.S. dollars we receive from our initial public offering 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. As of the date of this annual report, we have not entered into any 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 or to
convert foreign currency into Renminbi.

PRC regulations related to offshore investment activities by PRC residents and enterprises may increase our administrative burden
and restrict our overseas and cross-border investment activity. If our PRC resident and enterprise shareholders fail to make any
required applications and filings under such regulations, we may be unable to distribute profits to such shareholders and may
become subject to liability under PRC law.

In July 2014, SAFE promulgated the Circular on Relevant Issues Concerning Foreign Exchange Control on Domestic Residents’
Offshore Investment and Financing and Roundtrip Investment through Special Purpose Vehicles, or SAFE Circular 37, which replaces
the previous SAFE Circular 75. SAFE Circular 37 requires PRC residents, including PRC individuals and PRC corporate entities, to
register with SAFE or its local branches in connection with their direct or indirect offshore investment activities. SAFE Circular 37 is
applicable to our shareholders who are PRC residents and may be applicable to any offshore acquisitions that we may make in the future.

Under SAFE Circular 37, PRC residents who make, or have prior to the implementation of SAFE Circular 37 made, direct or
indirect investments in offshore special purpose vehicles, or SPVs, are required to register such investments with SAFE or its local
branches. In addition, any PRC resident who is a direct or indirect shareholder of an SPV, is required to update its registration with the
local branch of SAFE with respect to that SPV, to reflect any material change. Moreover, any subsidiary of such SPV in China is required
to urge the PRC resident shareholders to update their registration with the local branch of SAFE to reflect any material change. If any
PRC resident shareholder of such SPV fails to make the required registration or to update the registration, the subsidiary of such SPV in
China may be prohibited from distributing its profits or the proceeds from any capital reduction, share transfer or liquidation to the SPV,
and the SPV may also be prohibited from making additional capital contributions into its subsidiaries in China. In February 2015, SAFE
promulgated a Notice on Further Simplifying and Improving Foreign Exchange Administration Policy on Direct Investment, or SAFE
Notice 13. Under SAFE Notice 13, applications for foreign exchange registration of inbound foreign direct investments and outbound
direct investments, including those required under SAFE Circular 37, must be filed with qualified banks instead of SAFE. Qualified
banks should examine the applications and accept registrations under the supervision of SAFE.

50




Table of Contents

We may not be aware of the identities of all of our beneficial owners who are PRC residents. We do not have control over our
beneficial owners and there can be no assurance that all of our PRC resident beneficial owners will comply with SAFE Circular 37 and
subsequent implementation rules, and there is no assurance that any required registration under SAFE Circular 37 and any amendment
will be completed in a timely manner, or at all. The failure of our beneficial owners who are PRC residents to register or amend their
foreign exchange registrations in a timely manner pursuant to SAFE Circular 37 and subsequent implementation rules, or the failure of
future beneficial owners of our Company who are PRC residents to comply with the registration procedures set forth in SAFE Circular
37 and subsequent implementation rules, may subject such beneficial owners or our PRC subsidiaries to fines and legal sanctions. Failure
to register or comply with relevant requirements may also limit our ability to contribute additional capital to our PRC subsidiaries and
limit our PRC subsidiaries’ ability to distribute dividends to us. These risks may have a material adverse effect on our business, financial
condition and results of operations.

Furthermore, as these foreign exchange and outbound investment related regulations are relatively new and their interpretation and
implementation has been constantly evolving, it is unclear how these regulations, and any future regulation 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-currency-denominated borrowings, which may adversely affect our financial condition and results of operations.
We cannot assure you that we have complied or will be able to comply with all applicable foreign exchange and outbound investment
related 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.

PRC regulation of loans and direct investment by offshore holding companies to PRC entities may delay or prevent us from making
loans or additional capital contributions to our PRC operating subsidiaries.

As an offshore holding company of our PRC operating subsidiaries, we may make loans to our PRC subsidiaries, the VIE and the
VIE’s subsidiaries, or may make additional capital contributions to our PRC subsidiaries, subject to satisfaction of applicable
governmental registration and approval requirements.

Any loans we extend to our PRC subsidiaries, which are treated as foreign-invested enterprises under PRC law, cannot exceed the
statutory limit and must be registered with the local counterpart of the SAFE.

We may also decide to finance our PRC subsidiaries by means of capital contributions. According to the relevant PRC regulations on
foreign-invested enterprises in China, these capital contributions are subject to registration with or approval by the MOFCOM or its local
counterparts. In addition, the PRC government also restricts the convertibility of foreign currencies into Renminbi and use of the
proceeds. On March 30, 2015, SAFE promulgated Circular 19, which took effect and replaced certain previous SAFE regulations from
June 1, 2015. SAFE further promulgated Circular 16, effective on June 9, 2016, which, among other things, amend certain provisions of
Circular 19. According to SAFE Circular 19 and SAFE Circular 16, the flow and use of the Renminbi capital converted from foreign
currency denominated registered capital of a foreign-invested company is regulated such that Renminbi capital may not be used for
business beyond its business scope or to provide loans to persons other than affiliates unless otherwise permitted under its business
scope. On October 23, 2019, SAFE issued the Circular to Further Promote Cross-border Trade and Investment to further ease cross-
border trade and investment, according to which foreign non-investment enterprises are allowed to carry out domestic equity investment
provided that such investment will not violate applicable special administrative measures (negative list) for foreign investment access
and the investment projects shall be authentic and legitimate. Violations of the applicable circulars and rules may result in severe
penalties, including substantial fines as set forth in the Foreign Exchange Administration Regulations. If the VIE requires financial
support from us or our wholly owned subsidiaries in the future and we find it necessary to use foreign currency-denominated capital to
provide such financial support, our ability to fund the VIE’s operations will be subject to statutory limits and restrictions, including those
described above. These circulars may limit our ability to transfer the net proceeds from our initial public offering to the VIE and our PRC
subsidiaries, and we may not be able to convert the net proceeds from our initial public offering into Renminbi to invest in or acquire any
other PRC companies in China. Despite the restrictions under these SAFE circulars, our PRC subsidiaries may use their income in
Renminbi generated from their operations to finance the VIE through entrustment loans to the VIE or loans to the VIE’s shareholders for
the purpose of making capital contributions to the VIE. In addition, our PRC subsidiaries can use Renminbi funds converted from foreign
currency registered capital to carry out any activities within their normal course of business and business scope, including to purchase or
lease servers and other relevant equipment and fund other operational needs in connection with their provision of services to the relevant
VIE under the applicable exclusive technical support agreements.
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In light of the various requirements imposed by PRC regulations on loans to, and direct investment in, PRC entities by offshore
holding companies, we cannot assure you that we will be able to complete the necessary government registrations or obtain the necessary
government approvals on a timely basis, if at all, with respect to future loans to our PRC subsidiaries or the VIE or future capital
contributions by us to our PRC subsidiaries. If we fail to complete such registrations or obtain such approvals, our ability to use the
proceeds we expect to receive from our initial public offering and to fund our PRC operations may be negatively affected, which could
materially and adversely affect our liquidity and our ability to fund and expand our business.

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 could have a material
and adverse effect on our ability to make investments or acquisitions, pay dividends or otherwise fund our business.

We are a holding company, and we may rely on dividends from our subsidiaries in China for our cash requirements, including any
debt we may incur. Current PRC regulations permit our subsidiaries to pay dividends to us only out of their accumulated profits, if any,
determined in accordance with Chinese accounting standards and regulations. In addition, each of our subsidiaries in China is required to
set aside a certain amount of its after-tax profits each year, if any, to fund certain statutory reserves. These reserves are not distributable
as cash dividends. Furthermore, if our subsidiaries in China 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. In addition, the PRC tax authorities may require us to adjust
our taxable income under the contractual arrangements we currently have in place in a manner that would materially and adversely affect
our subsidiaries’ ability to pay dividends and other distributions to us. Any limitation on the ability of our subsidiaries to distribute
dividends or other payments to us 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.

Failure to comply with PRC regulations regarding the registration requirements for employee stock ownership plans or share option
plans may subject the PRC plan participants or us to fines and other legal or administrative sanctions.

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, which replaced the
Application Procedures of Foreign Exchange Administration for Domestic Individuals Participating in Employee Stock Ownership Plan
or Stock Option Plans of Overseas Publicly-Listed Companies issued by SAFE in March 2007. 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 are subject to the Stock Option Rules.
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. See “Item 4. Information on the Company—B. Business Overview—Regulation—Regulations Related to
Stock Incentive Plans.”

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

The M&A Rules and relevant 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. The M&A
Rules require that the MOFCOM be notified in advance of any change-of-control transaction in which a foreign investor takes control of
a PRC domestic enterprise, if (i) any important industry is concerned, (ii) such transaction involves factors that have or may have impact
on the national economic security; or (iii) such transaction will lead to a change in control of a domestic enterprise which holds a famous
trademark or PRC time-honored brand. The approval from MOFCOM shall be obtained in circumstances where overseas companies
established or controlled by PRC enterprises or residents acquire affiliated domestic companies.
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The Anti-Monopoly Law, or the AML, promulgated by the Standing Committee of the National People’s Congress, which became
effective in August 2008, requires that when a concentration of undertakings occurs and reaches statutory thresholds, the undertakings
concerned shall file a prior notification with MOFCOM. Without the clearance from MOFCOM, no concentration of undertakings shall
be implemented and effected. Mergers, acquisitions or contractual arrangements that allow one market player to take control of or to
exert decisive impact on another market player must also be notified in advance to the MOFCOM when the threshold under the
Provisions on Thresholds for Prior Notification of Concentrations of Undertakings, or the Prior Notification Rules, issued by the State
Council in August 2008 is triggered. If such prior notification is not obtained, MOFCOM may order the concentration to cease its
operations, dispose of shares or assets, transfer the business of the concentration within a time limit, take any other necessary measures to
restore the situation as it was before the concentration, and may impose administrative fines.

In addition, the Implementing Rules Concerning Security Review on the Mergers and Acquisitions by Foreign Investors of Domestic
Enterprises, issued by the MOFCOM in August 2011, specify that mergers and acquisitions by foreign investors involved in “an industry
related to national security” are subject to strict review by the MOFCOM, and prohibit any activities attempting to bypass such 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 MOFCOM or its local counterparts may delay or inhibit our ability to complete such transactions.

We cannot preclude the possibility that the MOFCOM or other government agencies may publish explanations contrary to our
understanding or broaden the scope of such security reviews in the future, in which case our future acquisitions in the PRC, including
those by way of entering into contractual control arrangements with target entities, may be closely scrutinized or prohibited. Our ability
to expand our business or maintain or expand our market share through future acquisitions would as such be materially and adversely
affected.

We and our shareholders face uncertainty with respect to indirect transfers of equity interests in PRC resident enterprises, assets
attributed to a PRC establishment of a non-PRC company or immovable properties located in China owned by non-PRC companies.

In February 2015, SAT issued a Public Notice Regarding Certain Corporate Income Tax Matters on Indirect Transfer of Properties
by Non-Tax Resident Enterprises, or SAT Public Notice 7. SAT Public Notice 7 extends its tax jurisdiction to transactions involving
transfer of other taxable assets through offshore transfer of a foreign intermediate holding company. In addition, SAT Public Notice 7
provides clear criteria for assessment of reasonable commercial purposes and has introduced safe harbors for internal group
restructurings and the purchase and sale of equity through a public securities market. SAT Public Notice 7 also brings challenges to both
foreign transferor and transferee (or other person who is obligated to pay for the transfer) of taxable assets. In October 2017, SAT issued
the Announcement of the State Administration of Taxation on Issues Concerning the Withholding of Non-resident Enterprise Income Tax
at Source, or SAT Bulletin 37, which came into effect on December 1, 2017. The Bulletin 37 further clarifies the practice and procedure
of the withholding of non-resident enterprise income tax. Where a non-resident enterprise transfers taxable assets indirectly by disposing
of the equity interests of an overseas holding company, which is an indirect transfer, the non-resident enterprise as either transferor or
transferee, or the PRC entity that directly owns the taxable assets, may report such Indirect Transfer to the relevant tax authority. Using a
“substance over form” principle, the PRC tax authority may disregard the existence of the overseas holding company if it lacks a
reasonable commercial purpose and was established for the purpose of reducing, avoiding or deferring PRC tax. As a result, gains
derived from such indirect transfer other than transfer of Shares of ADSs acquired and sold on public markets may be subject to PRC
enterprise income tax, and the transferee or other person who is obligated to pay for the transfer is obligated to withhold the applicable
taxes, currently at a rate of 10% for the transfer of equity interests in a PRC resident enterprise. Both the transferor and the transferee
may be subject to penalties under PRC tax laws if the transferee fails to withhold the taxes and the transferor fails to pay the taxes.

We face uncertainties as to the reporting and other implications of certain past and future transactions that involve PRC taxable
assets, such as offshore restructuring, sale of the shares in our offshore subsidiaries and investments. Our company may be subject to
filing obligations or taxed if our company is transferor in such transactions, and may be subject to withholding obligations if our
company is transferee in such transactions, under SAT Public Notice 7 or Bulletin 37, or both.
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You may experience difficulties in effecting service of legal process, enforcing foreign judgments or bringing actions in China against
us or our management named in the prospectus based on foreign laws.

We are an exempted company incorporated under the laws of the Cayman Islands. We conduct substantially all of our operations in
China and a substantial portion of our assets are located in China. In addition, many of our senior executive officers and directors reside
within China for a significant portion of the time and some of them are PRC nationals. As a result, it may be difficult for you to effect
service of process upon us or those persons inside China. It may also be difficult for you to enforce in U.S. courts judgments obtained in
U.S. courts based on the civil liability provisions of the U.S. federal securities laws against us and our officers and directors. In addition,
there is uncertainty as to whether the courts of the Cayman Islands or the PRC would (i) recognize or enforce judgments of U.S. courts
against us or our directors or officers that are predicated upon the civil liability provisions of the securities laws of the United States or
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.

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 and other applicable
laws, regulations and interpretations 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 forms of written arrangement with the United States that
provide for the reciprocal recognition and enforcement of foreign judgments. In addition, according to the PRC Civil Procedures Law,
the PRC courts 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 laws or national sovereignty, security or the 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.

The audit report included in this annual report is prepared by an auditor who is not inspected by the Public Company Accounting
Oversight Board and, as such, our investors are deprived of the benefits of such inspection.

Our independent registered public accounting firm that issues the audit report included in our annual report filed with the SEC as an
auditor of companies that are traded publicly in the United States and a firm registered with the PCAOB is required by the laws of the
United States to undergo regular inspections by the PCAOB to assess its compliance with the laws of the United States and professional
standards. Because our auditor is located in the PRC, a jurisdiction where the PCAOB is currently unable to conduct inspections without
the approval of the Chinese authorities, our auditor is not currently inspected by the PCAOB.

Inspections of other firms that the PCAOB has conducted outside China have identified deficiencies in those firms’ audit procedures
and quality control procedures, which may be addressed as part of the inspection process to improve future audit quality. This lack of
PCAORB inspections in China prevents the PCAOB from regularly evaluating our auditor’s audits and its quality control procedures. As a
result, investors may be deprived of the benefits of PCAOB inspections. The inability of the PCAOB to conduct inspections of auditors
in China makes it more difficult to evaluate the effectiveness of our auditor’s audit procedures or quality control procedures as compared
to auditors outside of China that are subject to PCAOB inspections. Investors may lose confidence in our reported financial information
and procedures and the quality of our financial statements. As part of our continued efforts to ensure accuracy of our financial reporting,
our audit committee periodically communicates with our independent auditor to oversee and evaluate the audit procedures and status.
However, we cannot assure you that the measures our audit committee has taken or will take in the future will be effective.

Our ADSs will be delisted or trading in our ADSs will be prohibited if we are unable to meet the PCAOB inspection requirements in
time.

On December 18, 2020, the Holding Foreign Companies Accountable Act, or the HFCA Act, was enacted. The HFCA Act requires
the SEC to prohibit securities of any foreign companies from being listed on U.S. securities exchanges or traded “over-the-counter” if a
company retains a foreign accounting firm that cannot be inspected by the PCAOB for three consecutive years, beginning in 2021. The
SEC adopted interim final rules on March 24, 2021 and amendments on December 2, 2021 to finalize rules implementing the submission
and disclosure requirements in the HFCA Act. The rules apply to registrants the SEC identifies as having filed an annual report with an
audit report issued by a registered public accounting firm that is located in a foreign jurisdiction and that the PCAOB is unable to inspect
or investigate. The SEC will identify such issuers for fiscal years beginning after December 18, 2020. An identified issuer will be
required to comply with the submission and disclosure requirements in the annual report for each year in which it was identified. If an
issuer is identified for consecutive three years, it will be prohibited from being listed on U.S. securities exchanges or traded “over-the-
counter.” On June 22, 2021, the U.S. Senate passed the Accelerating Holding Foreign Companies Accountable Act which, if passed by
the U.S. House of Representatives and signed into law, would reduce the number of consecutive non-inspection years required for
triggering the delisting or the prohibitions from trading under the HFCA Act from three years to two.
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Our independent registered public accounting firm is located in China and organized under the laws of the PRC. Pursuant to the
HFCA Act, the PCAOB issued its report on December 16, 2021 notifying the SEC of its determination that it is unable to inspect or
investigate completely accounting firms headquartered in mainland China or Hong Kong. Our independent registered public accounting
firm is subject to such determination announced by the PCAOB. Pursuant to the Holding Foreign Companies Accountable Act and
related regulations, if our auditor cannot be inspected by the PCAOB for three consecutive years, or two consecutive years if the
Accelerating Holding Foreign Companies Accountable Act is enacted, the trading of our securities on any U.S. national securities
exchanges, as well as any over-the-counter trading in the U.S., will be prohibited. The termination in or any restriction on the trading of
our securities will significantly limit or completely hinder our ability to offer securities to investors, or cause such securities to
significantly decline in value or become worthless. If our securities are unable to be listed on another securities exchange by then, such a
delisting would substantially impair your ability to sell or purchase our ADSs when you wish to do so, and the ongoing risk and
uncertainty associated with delisting would have a negative impact on the price of our ADSs. Also, such a delisting would significantly
affect our ability to raise capital on terms acceptable to us, or at all, which would have a material adverse impact on our business,
financial condition and prospects.

If additional remedial measures are imposed on the “big four” PRC-based accounting firms, including our independent registered
public accounting firm, in administrative proceedings brought by the SEC alleging such firms’ failure to meet specific criteria set by
the SEC with respect to requests for the production of documents, we could fail to timely file future financial statements in
compliance with the requirements of the Exchange Act.

In late 2012, the SEC commenced administrative proceedings under Rule 102(e) of its Rules of Practice and also under the
Sarbanes-Oxley Act of 2002 against the “big four” PRC-based accounting firms (including our auditor). The Rule 102(e) proceedings
initiated by the SEC relate to these firms’ inability to produce documents, including audit work papers, in response to the request of the
SEC pursuant to Section 106 of the Sarbanes-Oxley Act of 2002, as the auditors located in China are not in a position lawfully to
produce documents directly to the SEC because of restrictions under PRC laws and specific directives issued by the China Securities
Regulatory Commission, or the CSRC. The issues raised by the proceedings are not specific to our auditors or to us, but affect equally all
audit firms based in China and all China-based businesses with securities listed in the United States.

In January 2014, the administrative judge reached an initial decision that each of these firms should be barred from practicing before
the SEC for six months. Thereafter, the accounting firms filed a petition for review of the initial decision, prompting the SEC
commissioners to review the initial decision, determine whether there had been any violation and, if so, determine the appropriate
remedy to be placed on these audit firms.

In February 2015, “big four” PRC-based accounting firms (including our auditors) each agreed to censure and pay a fine to the SEC
to settle the dispute and avoid suspension of their ability to practice before the SEC and audit U.S. listed companies. The settlement
requires the firms to follow detailed procedures and to seek to provide the SEC with access to the Chinese firms’ audit documents via the
CSRC. 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 the accounting firms are subject to additional remedial measures, our ability to file our financial
statements in compliance with SEC requirements could be impacted. A determination that we have not timely filed financial statements
in compliance with SEC requirements could ultimately lead to the delisting of our ADSs or the termination of the registration of our
ADSs under the Exchange Act, or both, which would substantially reduce or effectively terminate the trading of our ADSs in the United
States.

In the event that the SEC restarts the administrative proceedings, 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 China, which
could result in financial statements being determined to not be in compliance with the requirements of the Exchange Act, and could
result in delisting. Moreover, any negative news about the proceedings against these audit firms may cause investor uncertainty regarding
China-based, United States-listed companies and the market price of our shares may be adversely affected. If our independent registered
public accounting firm was denied, 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
to not be in compliance with the requirements of the Exchange Act.
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It may be difficult for overseas regulators to conduct investigations or collect evidence within China.

Shareholder claims or regulatory investigation that are common in the United States generally are difficult to pursue as a matter of
law or practicality in China. For example, in China, there are significant legal and other obstacles to providing information needed for
regulatory investigations or litigation initiated outside China. Although the authorities in China may establish a regulatory cooperation
mechanism with the securities regulatory authorities of another country or region to implement cross-border supervision and
administration, such cooperation with the securities regulatory authorities in the Unities States may not be efficient in the absence of
mutual and practical cooperation mechanisms. Furthermore, according to Article 177 of the PRC Securities Law, or Article 177, which
became effective in March 2020, no overseas securities regulator is allowed to directly conduct investigation or evidence collection
activities within the territory of the PRC. While detailed interpretations of or implementation rules under Article 177 are yet to be
promulgated, the inability for an overseas securities regulator to directly conduct investigation or evidence collection activities within
China may further increase difficulties you may face in protecting your interests.

Risks Related to The ADSs

The market price movement of the ADSs may be volatile.

The trading prices of the ADSs are 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 Chinese companies’ securities after their offerings, including Internet companies, online
retail and mobile commerce platforms and consumer finance service providers, may affect the attitudes of investors toward Chinese
companies listed in the United States, which consequently may impact the trading performance of the 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 Chinese companies may also negatively affect the attitudes of investors towards
Chinese companies in general, including us, regardless of whether we have conducted any inappropriate activities. Furthermore,
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, the
second half of 2011, 2015, 2021 and 2022, which may have a material and adverse effect on the trading price of the ADSs.

In addition to the above factors, the price and trading volume of the ADSs may be highly volatile due to multiple factors, including
the following:

e regulatory developments affecting us or our industry;

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

e changes in the economic performance or market valuations of other real estate service providers;

e actual or anticipated fluctuations in our quarterly results of operations and changes or revisions of our expected results;
e changes in financial estimates by securities research analysts;

e conditions in the market for real estate services;

e announcements by us or our competitors of new product and service offerings, acquisitions, strategi