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CONVENTIONS THAT APPLY TO THIS ANNUAL REPORT ON FORM 20-F

Except where the context otherwise requires, references in this annual report to:

.

“installed users” are to the aggregate number of unique mobile devices that have downloaded and launched our relevant mobile application at
least once;

“ADSs” are to American depositary shares, with every four ADSs representing one Class A ordinary share, and “ADRs” are to American
depositary receipts that evidence ADSs;

“CAGR?” are to compound annual growth rate;

“China” and the “PRC” are to the People’s Republic of China, excluding, for the purposes of this annual report only, Taiwan, the Hong Kong
Special Administrative Region and the Macao Special Administrative Region;

“DAUSs” are to the number of unique mobile devices that accessed our relevant mobile application on a given day. “Combined average DAUs”
for a particular period is the average of the DAUSs for all of our mobile applications on each day during that period,

“MAUs” are to the number of unique mobile devices that accessed our relevant mobile application in a given month. “Combined average
MAUSs” for a particular period is the average of the MAUs for all of our mobile applications in each month during that period;

“oCPC” are to optimized cost-per-click as basis for charging our advertising services;

“oCPM?” are to optimized cost-per-thousand-impressions as basis for charging our advertising services;
“R&D” are to research and development;

“registered users” are to users that have registered accounts on our relevant mobile application;
“RMB” or “Renminbi” are to the legal currency of China;

“lower-tier cities” are to cities in China that are not tier-1 and tier-2 cities;

“tier-1 and tier-2 cities” refer to (i) tier-1 cities in China, which are Beijing, Shanghai, Guangzhou and Shenzhen and (ii) tier-2 cities in China,
which are Hangzhou, Nanjing, Jinan, Chongqing, Qingdao, Dalian, Ningbo, Xiamen, Tianjin, Chengdu, Wuhan, Harbin, Shenyang, Xi’an,
Changchun, Changsha, Fuzhou, Zhengzhou, Shijiazhuang, Suzhou, Foshan, Dongguan, Wuxi, Yantai, Taiyuan, Hefei, Kunming, Nanchang,
Nanning, Tangshan, Wenzhou and Zibo;

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

13 29 <, 29

we,” “us,” “our company” and “our” are to Qutoutiao Inc., its consolidated VIEs and their respective subsidiaries, as the context requires.

Unless specifically indicated otherwise or unless the context otherwise requires, all references to our ordinary shares exclude ordinary shares issuable upon
the exercise of outstanding options with respect to our ordinary shares under our share incentive plan.

This annual report contains translations between Renminbi and U.S. dollars solely for the convenience of the reader. The translations from Renminbi to
U.S. dollars and from U.S. dollars to Renminbi in this annual report were made at a rate of RMB6.9618 to US$1.00, the exchange rate set forth in the
H.10 statistical release of the Federal Reserve Board on December 31, 2019. We make no representation that the Renminbi or U.S. dollar amounts referred
to in this annual report 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.

Unless the context indicates otherwise, all share and per share data in this annual report have given effect to a share split in September 2017 in which each
one of the previously issued ordinary shares was split into 10,000 ordinary shares.

This annual report on Form 20-F includes our audited consolidated financial statements for the years ended December 31, 2017, 2018 and 2019, and as of
December 31, 2018 and December 31, 2019.

Our ADSs are listed on the NASDAQ Global Select Market under the symbol “QTT.”
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FORWARD-LOOKING INFORMATION

This annual report on Form 20-F contains statements of a forward-looking nature. All statements other than statements of historical facts are forward-
looking statements. These forward-looking statements are made under the “safe harbor” provision under Section 21E of the Securities Exchange Act of
1934, as amended, or the Exchange Act, and as defined in the Private Securities Litigation Reform Act of 1995. These statements involve known and
unknown risks, uncertainties and other factors that may cause our actual results, performance or achievements to be materially different from those
expressed or implied by the forward-looking statements. In some cases, these forward-looking statements can be identified by words or phrases such as
“may,” “will,” “expect,” “anticipate,” “aim,” “estimate,” “intend,” “plan,” “believe,
These forward-looking statements relate to, among others:

99 ¢ 99 29 <, RERT3

potential,” “continue,” “is/are likely to” or other similar expressions.

. our goal and strategies;

. our ability to maintain and strengthen our position as a leader amongst mobile content platform companies in China’s mobile content industry;
. our expansion plans;

. our ability to monetize through advertising and other products and services that we plan to introduce;

. our future business development, financial condition and results of operations, including our expectations regarding the impact of the

coronavirus (COVID-19) outbreak on our business, financial condition and results of operations;
. PRC laws, regulations, and policies relating to the Internet and Internet content providers; and

. general economic and business conditions.

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.

You should read these statements in conjunction with the risks disclosed in “Item 3. Key Information—D. Risk Factors” of this annual report and other
risks outlined in our other filings with the Securities and Exchange Commission, or the SEC. Moreover, we operate in an emerging and evolving
environment. New risks may emerge from time to time, and it is not possible for our management to predict all risks, nor can we assess the impact of such
risks on our business or the extent to which any risk, or combination of risks, may cause actual results to differ materially from those contained in any
forward-looking statements. 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 any forward-looking statements to reflect events
or circumstances after the date on which the statements are made or to reflect the occurrence of unanticipated events. You should read this annual report
and the documents that we have referred to in this annual report, completely and with the understanding that our actual future results may be materially
different from what we expect.



PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not Applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not Applicable.

ITEM 3. KEY INFORMATION
A. Selected Financial Data

The following selected consolidated statements of operations data for the years ended December 31, 2017, 2018 and 2019 and selected consolidated
balance sheet as of December 31, 2018 and 2019 have been derived from our audited consolidated financial statements included elsewhere in this annual
report. The selected consolidated statements of operations data for the years ended December 31, 2016 and selected consolidated balance sheets as of
December 31, 2016 and 2017 have been derived from our audited consolidated financial statements not included in this annual report.
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You should read the selected consolidated financial data in conjunction with the financial statements and the related notes included elsewhere in this annual
report and “Item 5. Operating and Financial Review and Prospects.” Our consolidated financial statements are prepared and presented in accordance with
U.S. GAAP. Our historical results do not necessarily indicate our results expected for any future periods.

Year Ended December 31,
2016 2017 2018 2019
RMB RMB RMB RMB US$
(in thousands, except for percentages, share and per share data)

Condensed Consolidated Statement of Operations

Data:
Revenues(D):
Advertising and marketing revenues 57,880 512,883 2,814,258 5,415,321 777,862
Other revenue 74 4,170 207,888 154,760 22,230
Net revenues 57,954 517,053 3,022,146 5,570,081 800,092
Cost of revenues(2) (7,178) (76,481) (503,613) (1,640,632) (235,662)
Gross profit 50,776 440,572 2,518,533 3,929,449 564,430
Operating expenses(2):
Research and development expenses (2,627) (15,317) (270,108) (926,232) (133,045)
Sales and marketing expenses (54,633) (494,724) (3,250,038) (5,489,708) (788,547)
General and administrative expenses (4,427) (25,947) (980,725) (267,033) (38,357)
Total operating expenses (61,687) (535,988) (4,500,871) (6,682,973) (959,949)
Other operating income — — 725 30,292 4,351
Loss from operations(3) (10,911) (95,416) (1,981,613) (2,723,232) (391,168)
Interest income 51 674 27,087 48,440 6,958
Interest expense — — — (26,878) (3,861)
Foreign exchange related gains, net — — 4,134 1,869 268
Investment income — — 4215 6,327 909
Other income/(expenses), net 2) 17) (69) 9,049 1,300
Loss before income taxes (10,862) (94,760) (1,946,247) (2,684,425) (385,594)
Income tax benefit/(expense) — — 401 (4,843) (695)
Net loss (10,862) (94,760) (1,945,846) (2,689,268) (386,289)
Net loss attributable to non-controlling interests — — 3,275 587 84
Net loss attributable to Qutoutiao Inc. (10,862) (94,760) (1,942,572) (2,688,681) (386,205)
Accretion to convertible redeemable preferred
shares redemption value — (6,012) (101,807) — —
Accretion to redemption value of convertible
redeemable preferred shares interests of a subsidiary — — (978) (20,548) (2,951)
Gains on repurchase of convertible redeemable
preferred shares — — 18,332 — —
Deemed dividend to preferred shareholders — — (1,917) — —
Net loss attributable to Qutoutiao Inc.’s ordinary
shareholders (10,862) (100,772) (2,028,941) (2,709,229) (389,156)
Net loss (10,862) (94,760) (1,945,846) (2,689,268) (386,289)
Other comprehensive income/(loss)
Foreign currency translation adjustment, net of nil
tax — 25 (16,454) (1,505) (216)
Total comprehensive loss (10,862) (94,735) (1,962,300) (2,690,773) (386,505)
Comprehensive loss attributable to non-controlling
interests — — 3,275 587 84
Comprehensive loss attributable to Qutoutiao Inc. (10,862) (94,735) (1,959,025) (2,690,186) (386,421)

Net loss per share attributable to Qutoutiao Inc.’s
ordinary shareholders(4)
— Basic and diluted (0.45) (3.95) (52.69) (39.41) (5.66)
Weighted average number of ordinary shares used
in per share calculation: (4)(5)
— Basic and diluted 24,062,500 25,542,031 38,507,184 68,749,981 68,749,981

(0] Revenues from transactions with related parties are set forth below for the periods indicated:
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Year Ended December 31,

2016 2017 2018 2019
RMB RMB RMB RMB US$
(in thousands)
Advertising and marketing revenues — — 17,447 473,216 67,973
Other revenue — — 29,597 — —
2) Cost of revenues and operating expenses from transactions with related parties are set forth below for the periods indicated:

Year Ended December 31,

2016 2017 2018 2019
RMB RMB RMB RMB USS$
(in thousands)

Cost of revenues 120 484 6,020 42,412 6,092
Research and development expenses 166 220 — — —
Sales and marketing expenses 74 950 23,671 3,284 472
General and administrative expenses 2,664 15,134 — — —
3) We recognized share-based compensation expenses of RMB3.4 million, RMB951.6 million and RMB272.0 million (US$39.1 million) in 2017, 2018 and 2019, respectively.

Share-based compensation expenses in 2018 included RMB864.7 million that related to certain ordinary shares beneficially owned by certain of our co-founders that became
restricted pursuant to share restriction deeds entered into by them in January 2018 and fully vested upon completion of our initial public offering in September 2018.

“) The net loss per share for the years ended December 31, 2017 and 2018 has been revised to correct for an immaterial error related to the calculations of basic loss per share
due to a failure to include the contingently issuable shares related to options exercisable for a minimal exercise price of RMB0.0007 in the denominator of basic loss per
share once there were no further vesting conditions or contingencies associated with them. Accordingly, the basic and diluted net loss per share was revised from RMB4.19
to RMB3.95 and RMB57.97 to RMB52.69 for the years ended December 31, 2017 and 2018. The weighted average number of ordinary shares used in the computation of
basic and diluted net loss per share was revised from 24,062,500 to 25,542,031 and 35,000,472 to 38,507,184 for the years ended December 31, 2017 and 2018.

%) The number of ordinary shares used in the per share calculation does not include the ordinary shares held by our equity incentive trusts, which, although legally issued and
outstanding, are accounted for as treasury shares and as a result, are not deemed as outstanding from an accounting perspective. See “Item 6. Directors, Senior Management
and Employees—B. Compensation—Equity Incentive Trusts.”

Year Ended December 31,
2016 2017 2018 2019
RMB RMB RMB RMB US$
(in thousands)

Summary Consolidated Balance Sheets:

Cash and cash equivalents 269 278,458 2,186,288 347,817 49,961
Restricted cash — — — 27,872 4,003
Short-term investments 12,370 129,770 115,436 1,276,831 183,405
Total current assets 29,758 466,208 2,626,074 2,692,227 386,714
Total assets 29,896 476,581 2,752,472 2,940,197 422,333
Registered users’ loyalty payable 1,023 20,977 256,662 134,145 19,269
Accrued liabilities related to users’ loyalty programs 24,509 187,003 44,134 89,185 12,811
Total liabilities 41,087 311,246 1,144,302 3,149,696 452,426
Total mezzanine equity — 273,895 96,937 495,845 71,224
Total Qutoutiao Inc. shareholders’ equity (deficit) (11,191) (108,560) 1,514,507 (701,482) (100,762)
Non-controlling interests — — (3,274) (3,862) (554)
Total shareholders’ equity (deficit) (11,191) (108,560) 1,511,233 (705,344) (101,316)

Non-GAAP Financial Measure

We use non-GAAP net loss attributable to Qutoutiao Inc., which is a non-GAAP financial measure, in evaluating our results of operation and for financial
and operational decision-making purposes. Non-GAAP net loss attributable



to Qutoutiao Inc. represents net loss attributable to Qutoutiao Inc. before share-based compensation expenses. We believe that such non-GAAP financial
measure help identify underlying trends in our business that could otherwise be distorted by the effect of such share-based compensation expenses that we
include in cost of revenues, total operating expenses and net loss attributable to Qutoutiao Inc. In particular, share-based compensation expenses in 2018
included RMB864.7 million that related to certain ordinary shares beneficially owned by certain of our co-founders that became restricted pursuant to share
restriction deeds entered into by them in January 2018 and fully vested upon completion of our initial public offering in September 2018. We believe that
such non-GAAP financial measure also provides useful information about our operating results, enhance the overall understanding of our past performance
and future prospects and allow for greater visibility with respect to key metrics used by our management in its financial and operational decision-making.

The non-GAAP financial measure is not defined under U.S. GAAP and is not presented in accordance with U.S. GAAP. It should not be considered in
isolation or construed as alternatives to net loss or any other measure of performance or as an indicator of our operating performance. Investors are
encouraged to review the historical non-GAAP financial measure in light of the most directly comparable GAAP measures, as shown below. The non-
GAAP financial measure presented here may not be comparable to similarly titled measures presented by other companies. Other companies may calculate
similarly titled measures differently, limiting its usefulness as comparative measures to our data. We encourage investors and others to review our financial
information in its entirety and not rely on a single financial measure.

The table below sets forth a reconciliation of the non-GAAP financial measure for the periods indicated:

Year Ended December 31,

2016 2017 2018 2019
RMB RMB RMB RMB US$
(in thousands)
Net loss attributable to Qutoutiao Inc. (10,862) (94,760) (1,942,572) (2,688,681) (386,205)
Add: share-based compensation expenses:
Cost of revenues 1 942 5,711 6,190 889
Research and development 149 1,317 29,623 138,792 19,936
Sales and marketing 35 939 9,538 45,042 6,470
General and administrative 209 181 906,754 81,955 11,772
Non-GAAP net loss attributable to Qutoutiao
Inc. (10,468) (91,381) (990,945) (2,416,702) (347,138)

B. Capitalization and Indebtedness
Not Applicable.

C. Reasons for the Offer and Use of Proceeds
Not Applicable.

D. Risk Factors
Risks Relating to Our Industry and Business
We have a limited operating history, which makes it difficult to evaluate our business.

We launched Qutoutiao in June 2016 and Midu Novels in May 2018, and further introduced Midu Lite in May 2019. We have experienced rapid growth in
terms of installed users, MAUs, DAUs and revenues. However, our historical growth may not be indicative of our future performance, and we cannot
assure you that this level of significant growth will be sustainable or achievable at all in the future. Our growth prospects should be considered in light of
the risks and uncertainties that fast-growing companies with a limited operating history in our industry may encounter, including, among others, risks and
uncertainties regarding our ability to:

. retain existing users on, and attract new users to, our platform;



. present real-time customized feeds to users based on their profiles, behaviors and social relationships;

. maintain the effectiveness of our user loyalty programs;

. maintain stable relationships with our content providers;

. develop and implement successful monetization measures;

. convince advertising customers of the benefits of our advertising and marketing services compared to alternative forms of marketing;

. increase brand awareness through marketing and promotional activities;

. upgrade existing technology and infrastructure and develop new technologies to support increasing user traffic, improve user experience,
expand functionality and ensure system stability;

. successfully compete with other companies that are currently in, or may in the future enter, our industry;

. attract, retain and motivate talented employees;

. adapt to the evolving regulatory environment; and

. defend ourselves against litigation, regulatory, intellectual property, privacy or other claims.

All of these endeavors involve risks and will require significant capital expenditures and allocation of valuable management and employee resources. We
cannot assure you that we will be able to effectively manage our growth or implement our business strategies effectively. If the market for our platform
does not develop as we expect or if we fail to address the needs of this dynamic market, our business, results of operations and financial condition will be
materially and adversely affected.

If we fail to acquire new users or retain existing users, or if user engagement on our platform declines, our business, results of operations and
financial condition may be materially and adversely affected.

The growth of our user base and the level of user engagement are critical to our success. Our mobile applications had approximately 137.9 million
combined average MAUs, approximately 45.7 million combined average DAUs and average daily time spent per DAU of approximately 59.4 minutes in
the three months ended December 31, 2019. Our business has been and will continue to be significantly affected by our success in growing the number of
active users and increasing their overall level of engagement on our platform. We anticipate that our user growth rate will slow over time as the size of our
user base increases. To the extent our user growth rate slows, our success will become increasingly dependent on our ability to increase user engagement
with our platform. We have implemented user account systems and loyalty programs to, among other things, help us cost-effectively acquire new users and
develop an engaged and loyal user base. However, although such user account systems and loyalty programs have contributed significantly to the growth in
our installed users and high user engagement in the past, there can be no assurance that such systems and programs will continue to function effectively.
Additionally, our acquisition cost per user may increase as we implement new marketing initiatives, such as placing advertisements in app stores. Our user
engagement efforts, including by increasing the number of content providers, expanding the breadth and quality of content, including video and user
generated content, on our platform, diversifying into new content formats and strengthening our content recommendation capabilities, may also not achieve
expected results. Users may no longer perceive content and other products and services on our platform to be entertaining and relevant, and we may not be
able to attract users or increase their usage frequency of our platform. If we fail to execute any such new initiatives successfully or in a cost-effective
manner, our business, results of operations and financial condition would be materially and adversely affected. If we are unable to grow our user base or the
level of user engagement, or if the number of users or their level of engagement declines, this could result in our platform being less attractive to potential
new users and thus advertising customers, which would have a material and adverse impact on our business, results of operations and financial condition.

The Chinese government may prevent us from distributing content that it believes is noncompliant and we may be subject to penalties for such content
or we may have to interrupt or suspend the operation of our platform to



comply with these regulatory requirements from time to time, which may materially and adversely affect our results of operation.

China has enacted regulations governing Internet access and the distribution of news and other information. In the past, the Chinese government has
stopped the distribution of information over the Internet or through mobile Internet devices that it believes violates Chinese law, including content that it
believes is obscene, defamatory, misleading or inappropriately satirical, incites violence, endangers the national security, concerns politically sensitive
topics, or contravenes the national interest. In the past, new downloads of certain mobile content aggregator applications and mobile news applications
were temporarily blocked and suspended for different lengths of time, ranging from a few days to weeks, following the publication of content considered to
be noncompliant. In July 2018, PRC governmental and regulatory authorities responsible for “eradicating pornography and illegal publications” announced
new coordinated efforts to regulate and control the nascent online short video sector, including citations against 19 online short video platforms which
allegedly had disregarded repeated warnings not to distribute content deemed by the authorities as obscene, misleading, pornographic, violent, infringing,
sensationalist, deviant from socialist core values, harmful to younger viewers, or otherwise unlawful or detrimental. Of these 19 platforms, 15 had their
applications removed from app stores and new downloads blocked; among these 15 platforms, three also had their operations suspended by relevant
authorities. Any such future suspension in operations or downloads of our mobile applications for this or other reasons may negatively affect our
relationships with users and advertisers, and adversely affect our business and results of operations.

While we strive to comply with applicable regulatory requirements and other obligations we may have with respect to our operation, the failure or
perceived failure to comply may result, and in some cases has resulted, in inquiries and other proceedings or actions against us by government agencies or
others, as well as negative publicity and damage to our reputation and brand, any of which could cause us to lose users and customers and may materially
and adversely affect our business, results of operations and financial condition. For example, in order to comply with recent regulatory requirements, we
undertook product upgrades and temporarily suspended content updates and certain commercial activities on Midu Novels from July 16 to October 15,
2019. Midu Novels has resumed regular content updates and commercial activities since October 16, 2019. We have endeavored to use our technologies,
employees and other resources in a manner that complies with applicable regulatory requirements, and as such, we believe that the likelihood of us
receiving material administrative penalties is low. However, there can be no assurance that similar suspensions relating to our mobile applications will not
recur in the future, or that such incidents will not result in loss of users or advertisers, decrease in revenues or reputational damage to us, or have an adverse
effect on our business and results of operations.

The Chinese government may continue to implement stricter standards for compliant content, and increase enforcement against content considered to be
noncompliant. In addition, certain news items, such as news relating to national security, may not be published without permission from the Chinese
government. If the Chinese government were to take any action to limit or prohibit the distribution of information through our mobile applications, or to
limit or regulate any current or future content or services available to users on our platform, our business could be significantly harmed. Although we have
adopted internal procedures to monitor the content displayed on our platform, due to the significant amount of content, including user generated content,
we may not be able to identify all the content that may violate relevant laws and regulations, whether or not due to our fault or oversight in content
monitoring. Failure to identify and prevent inappropriate or illegal content from being displayed on our platform may subject us to penalties, including
suspension of operations.

Moreover, as the interpretation of noncompliant content is vague and subjective in many cases, and the definition of noncompliant content may be subject
to constant changes, it is not always possible to determine or predict what content might be considered noncompliant under existing restrictions, or what
restrictions might be imposed in the future. Chinese government authorities may also prohibit the marketing of other types of wireless value-added services
and contents through mobile applications, which could materially and adversely affect our business, results of operations and financial condition.

We have incurred net losses and negative cash flows from operating activities in the past, and we may not achieve or sustain profitability.

We have grown rapidly over the past several years. Our net revenues have increased rapidly from RMB517.1 million in 2017 to RMB3,022.1 million in
2018, and further to RMBS5,570.1 million (US$800.1 million) in 2019. Our gross profit has increased significantly from RMB440.6 million in 2017 to
RMB2,518.5 million in 2018, and



further to RMB3,929.4 million (US$564.4 million) in 2019. However, you should not rely on our revenues and gross profit from any previous period as an
indication of our future revenues or gross profit. The growth rate of our revenues or gross profit may slow down for a number of reasons, including
declined demand for our products and services, increasing competition, emergence of alternative business models, changes in regulations and government
policies, changes in general economic conditions, as well as other risks described in this annual report.

We incurred net loss of RMB94.8 million, RMB1,945.8 million and RMB2,689.3 million (US$386.3 million) for the years ended December 31, 2017, 2018
and 2019, respectively. We had cash flow provided by operating activities of RMB132.2 million for the year ended December 31, 2017 and negative cash
flow from operating activities of RMB434.8 million and RMB2,367.3 million (US$340.0 million) for the years ended December 31, 2018 and 2019. Our
ability to continue as a going concern is dependent on management’s ability to successfully execute our business plans, which includes adjusting the pace
of our operation expansion and controlling operating cost and expenses to reduce the cash used in operating cash flows. To implement the plans, we will
enhance user engagement and retention by offering higher quality and diversified contents while closely control the content costs with more selective
content acquisition and better leverage of existing content varieties, and continue to optimize the user loyalty programs and the traffic acquisition strategy
to efficiently control and reduce these user related costs. We will further preserve liquidity and manage cash flows by reducing discretionary expenditure
including advertising expenses and general and administrative expenses. Management has concluded, after giving consideration to our plans as noted
above, that they have alleviated the substantial doubt as to our ability to continue as a going concern and believes we have sufficient cash and other
financial resources and liquidity to fund our operations for one year from the date of this annual report, and that there is no substantial doubt about our
ability to continue operations as a going concern for that one-year period. We expect to continue to make investments in the development and expansion of
our business, which will place significant demands on our management and our operational and financial resources. Continuous expansion may increase
the complexity of our business, and we may encounter various difficulties. We may fail to develop and improve our operational, financial and management
controls, enhance our financial reporting systems and procedures, recruit, train and retain highly skilled personnel, or maintain customer satisfaction to
effectively support and manage our growth. If we invest substantial time and resources in expanding our operations but fail to manage the growth of our
business and capitalize on our growth opportunities effectively, we may not be able to achieve profitability, and our business, financial condition, results of
operations, liquidity and prospects would be materially and adversely affected.

Our inability to fully comply with Audio-visual Program Provisions may expose us to administrative sanctions, which would materially and adversely
affect our business, results of operations and financial condition.

Pursuant to the Administrative Provisions on Internet Audio-visual Program Service, or the Audio-visual Program Provisions, which was issued by the
State Administration of Radio, Film and Television (the predecessor of GAPPRFT), or SARFT, and MIIT on December 20, 2007 and came into effect on
January 31, 2008 and was amended on August 28, 2015, online transmission of audio and video programs requires an Internet audio-visual program
transmission license and online audio-visual service providers must be either wholly state-owned or state-controlled. In a press conference jointly held by
SARFT and MIIT to answer questions with respect to the Audio-visual Program Provisions in February 2008, SARFT and MIIT clarified that online audio-
visual service providers that had already been operating lawfully prior to the issuance of the Audio-visual Program Provisions may re-register and continue
to operate without becoming state-owned or controlled, provided that such providers have not engaged in any unlawful activities. This exemption will not
be granted to online audio/video service providers established after the Audio-visual Program Provisions was issued. See “Item 4. Information on the
Company — C. Regulations — Regulation on Online Transmission of Audio-visual Programs.”

Although we have been taking measures to ensure compliance, we may not be able to fully comply with Audio-visual Program Provisions. As a result, we
may face, according to Audio-visual Program Provisions, administrative sanctions including receiving a warning and be ordered to pay a fine of not more
than RMB30,000. In the case of severe contravention, we may be ordered to cease transmission of audio and video programs, be subject to a penalty equal
to one to two times our total investment in the affected business and the devices we used for such operation may be confiscated. Furthermore, according to
the Audio-visual Program Provisions, the telecommunications administrative authorities may, based on written opinions of GAPPRFT, and in accordance
with the relevant laws and regulations on supervision of telecommunications and Internet, close our platform, revoke the license for the provision of
Internet information services, or the ICP license, and order the relevant network operation entity which
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provides us signal access services to stop such provision of services. Such penalties would materially and adversely aftect our business, results of
operations and financial condition.

If we fail to maintain our Internet news license, we may be exposed to administrative sanctions, including an order to cease our Internet information
services that provide news or to cease the Internet access services provided by third parties to us.

The PRC government regulates the Internet industry extensively, including foreign ownership