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Re: Legal Opinion re: Designation of Sense Time Group Limited on the U.S. 
Non-SDN Chinese Military-Industrial Complex Companies List (NS 
CMIC List") 

Dear Sir/Madam: 

We have been requested, in our capacity as special United States regulatory counsel to 
SenseTime Group Inc. (Listco", together with its subsidiaries, the Group"), and in connection 
with Listco's contemplated initial public offering and listing (IPO") on the Main Board of The 
Stock Exchange of Hong Kong Limited (Hong Kong Stock Exchange"), to provide our opinion 
in respect of the December 10, 2021 designation of Sense Time Group Limited on the U.S. Non 
SDN Chinese Military-Industrial Complex Companies List (NS-CMIC List"). 

We have prepared this opinion based solely on factual information provided by Listco as 
of this date, and have not conducted an independent audit of such factual information. We have 
not been asked to independently determine the accuracy or completeness of such factual 
information and have not done so. This legal opinion is given to the addressees solely for their 
benefit and reliance in connection with Listco's IPO on the Hong Kong Stock Exchange. While 
we understand that the addressees may share this opinion with their legal advisers on a 
confidential basis to facilitate the IPO, our firm does not owe any duty to any party other than 
Listco and, without our prior written consent, does not consent to the disclosure or use of this 
opinion for any other purpose except that (i) this opinion may be made available as a document 
on display in connection with Listco's IPO, (ii) the content of this opinion as well as our firm's 
name may be disclosed in the prospectus, as subsequently amended and supplemented by the 
supplemental prospectus (the Prospectus"), and any offering circulars (the "Offering Circulars" 
and, together with the Prospectus, the "Offering Documents") of Listco and any submissions 
made to the Hong Kong Stock Exchange or other regulators on behalf of Listco or the Joint 
Sponsors in connection with Listco' s IPO and (iii) this opinion may be disclosed on a non 
reliance basis if you are required to do so by applicable law or regulation or for the purposes of a 
defense that you are seeking to establish in any legal or regulatory proceeding or investigation 
relating to the matters set out in this opinion letter. This opinion is given as of the date hereof, 
and we assume no obligation to update or supplement this opinion to reflect any facts or 
circumstances which may hereafter occur or come to our attention or to assess the likelihood or 
effect of any event, or any federal or state court, or any changes in laws, rules, or regulations, or 
the interpretation of such, which may hereafter occur. 

On November 12, 2020, President Donald Trump issued Executive Order (E.O.") 13959 
(subsequently amended by E.O.13974 on January 13, 2021), which prohibited any "United States 
person", as defined in the E.O., from engaging in "any transaction in publicly traded securities, 
or any securities that are derivative of, or are designed to provide investment exposure to such 
securities" of a Communist Chinese Military Company ("CCMC").1 Companies subject to the 
E.O. were identified either on the list of CCMCs maintained by the U.S. Department of Defense 
("DoD") or a list of companies determined to be subject to the order (i.e. the "Non-SDN CCMC 

See 85 Fed. Reg 73185 (Nov. 17, 2020); 86 Fed. Reg. 4875 (Jan. 19, 2021). 
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List") created by the Office of Foreign Assets Control ("OFAC") of the U.S. Department of the 
Treasury pursuant to the E.O., which had significant overlap with the DoD's CCMC list. 

On June 3, 2021, President Joseph Biden issued E.O. 14032, which replaced and 
superseded the operating sections (i.e., Section 1 through 5) of E.O. 13959, as amended by E.O. 
13974, in their entirety (hereinafter referred to as "E.O. 13959, as amended").2 E.O. 13959, as 
amended, prohibits any "United States person", as defined in E.O. 13959, as amended, from 
engaging in "the purchase or sale of any publicly traded securities, or any publicly traded 
securities that are derivative of such securities or are designed to provide investment exposure to 
such securities" of Chinese companies listed in the Annex to E.O. 14032. Pursuant to E.O. 
13959, as amended, OF AC is authorized to designate any company determined "to operate or 
have operated in the defense and related materiel sector or the surveillance technology sector of 
the economy of the [People's Republic of China]." Subsequently, OFAC replaced and 
superseded in its entirety the NS-CCMC List with a NS-CMIC List. The term "United States 
person," for the purpose of E.O. 13959, as amended, means "any United States citizen, lawful 
permanent resident, entity organized under the laws of the United States or any jurisdiction 
within the United States (including foreign branches), or any person in the United States." 

The prohibitions ofE.O. 13959, as amended, take effect beginning at 12:01 a.m. eastern 
daylight time on the date that is 60 days after the date of the determination with respect to any 
person not listed in the Annex to E.O. 13959, as amended. The purchase or sale of publicly 
traded securities made solely to effect the divestment, in whole or in part, of such securities by a 
United States person is permitted prior to 12:01 a.m. eastern daylight time on the date that is 365 
days after the date of the determination with respect to any person not listed in the Annex to E.O. 
13959, as amended.3 

In addition, section 2 of the E.O. 13959, as amended, prohibits "[a]ny transaction that 
evades or avoids, has the purpose of evading or avoiding ... the prohibitions set forth in this 
order" as well as "[a]ny conspiracy formed to violate any of the prohibitions set forth in this 
order." However, OF AC has authorized certain forms of facilitation by a United States person, 
including: 

• "For purposes of E.O. 13959, as amended, activity by U.S. persons related to the 
following services are considered permissible, to the extent that such support services are 
not provided to U.S. persons in connection with prohibited purchases or sales: clearing, 
execution, settlement, custody, transfer agency, back-end services, as well as other such 
support services. 

• "Market intermediaries, including market makers, and other participants may engage in 
ancillary or intermediary activities that are necessary to effect divestiture during the 

2 

3 

4 

See 86 Fed. Reg. 30145 (June 7, 2021). 
See Id. 
See OFAC FAQ 863, https://home.treasury.gov/policy-issues/financial 
sanctions/fags/863. 
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relevant wind-down periods or that are not otherwise prohibited under E.O. 13959, as 
amended. Purchases or sales by U.S. persons (including investors and intermediaries) 
involving investment funds that are seeking to divest during the relevant wind-down 
periods are permitted.? 

• "U.S. persons are not prohibited from providing investment advisory, investment 
management, or similar services to a non-U.S. person, including a foreign entity or 
foreign fund, in connection with the non-U.S. person's purchase or sale of a covered 
security, provided that the underlying purchase or sale would not otherwise violate E.O. 
13959, as amended." 

• "For purposes of E.O. 13959, as amended, U.S. persons employed by non-U.S. entities 
are not prohibited from being involved in, or otherwise facilitating, purchases or sales 
related to a covered security on behalf of their non-U.S. employer, provided that such 
activity is in the ordinary course of their employment and the underlying purchase or sale 
would not otherwise violate E.O. 13959, as amended, (e.g., neither the purchase nor sale 
of the covered security is for the ultimate benefit of a U.S. person; neither the purchase or 
sale is a willful attempt to evade the prohibitions of E.O. 13959, as amended, etc.)."7 

• "U.S. market makers, and non-U.S. market makers who employ U.S. persons, are 
permitted to engage in activities that are necessary to effect divestiture during the during 
the 365-day periods in which divestment transactions are permitted or that are not 
otherwise prohibited under E.O. 13959, as amended, including the conversion of 
American depositary receipts (ADRs) of a CMIC into underlying securities of the CMIC 
on the foreign exchange where the underlying securities are listed."8 

On December 10, 2021, OFAC designated SenseTime Group Limited to the NS-CMIC 
List pursuant to the E.O. 13959, as amended.9 We understand from Listco that SenseTime 
Group Limited is a company incorporated in Hong Kong and is a wholly-owned subsidiary by 
Listco. We further understand from Listco that SenseTime Group Limited does not have any 
publicly traded securities. Finally, we are informed by Listco that it is a company incorporated 
under the laws of Cayman Islands, and we have determined that Listco has not been designated 
by OF AC on the NS-CMIC List. OF AC has clarified that the CMIC restrictions do not flow 

5 

6 

7 

8 

9 

See OFAC FAQ 865, https://home.treasury.gov/policy-issues/financial 
sanctions/faqs/865. 
See OF AC FAQ 902, https://home.treasury.gov/policy-issues/financial 
sanctions/faq s/902. 
See OFAC FAQ 903, https://home.treasury.gov/policy-issues/financial 
sanctions/faqs/903. 
See OFAC FAQ 904, https://home.treasury.gov/policy-issues/financial 
sanctions/faq s/904. 
Press Release, Treasury Sanctions Perpetrators of Serious Human Rights Abuse on 
International Human Rights Day (December 10, 2021 ), 
https://home.treasury.gov/news/press-releases/jy0526. 
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down to subsidiaries unless those subsidiaries are themselves listed on the CMIC list. 
Specifically, FAQ 857 explains that "[t]he prohibitions in E.O. 13959, as amended, apply to a 
subsidiary of a Chinese Military-Industrial Complex Company (CMIC) listed on the NS-CMIC 
List only if such subsidiary itself is publicly listed on the NS-CMIC List by Treasury pursuant to 
E.O. 13959, as amended, or identified in the Annex ofE.O. 13959, as amended. OFAC's 50 
percent rule does not apply to entities listed solely pursuant to E.O. 13959, as amended.'° 

By the same logic, the restrictions do not flow up to the parent companies of the listed 
entities, such as Listco here. As a general rule, OF AC does not apply sanctions up a corporate 
hierarchy ( only in a downward direction), even for the most restrictive asset blocking sanctions 
for parties on the Specially Designated Nationals (SDN") list. For example, in FAQ guidance 
following the designation of a Chinese entity as an SDN, OF AC explained that the "sanctions 
apply only to this listed entity and any entities in which it owns, directly or indirectly, a 50 
percent or greater interest. Sanctions do not apply to this entity's ultimate parent. ... "11 While 
the CMIC restrictions are novel, based on OFAC's past practice and guidance, we do not believe 
that OF AC would apply them to parent companies of listed entities unless the parent companies 
themselves are designated on the NS-CMIC List. Nevertheless, there is a risk that OF AC will 
add Listco to the CMIC list. Until that time, the restrictions from Executive Order 13959, as 
amended, do not technically apply to Listco, and such restrictions would not become effective 
until 60 days after Listco is designated. 

Because Listco currently is not itself designated on the NS-CMIC List, the restrictions 
applicable to United States persons from the purchase or sale of any publicly traded securities, or 
any publicly traded securities that are derivative of such securities or are designed to provide 
investment exposure to such securities of companies on the NS-CMIC List therefore do not at 
present apply to Listco. In addition, because we understand from Listco that SenseTime Group 
Limited does not have any "publicly traded securities" °, the securities of Listco would not be 

10 

II 

12 

See OFAC FAQ 857, https://home.treasury.gov/policy-issues/financial 
sanctions/faqs/857. OFAC's 50 percent rule provides that [p]ersons whose property and 
interests in property are blocked pursuant to an Executive order or regulations 
administered by OF AC (blocked persons) are considered to have an interest in all 
property and interests in property of an entity in which such blocked persons own, 
whether individually or in the aggregate, directly or indirectly, a 50 percent or greater 
interest." Revised Guidance on Entities Owned by Persons Whose Property and Interests 
in Property Are Blocked (Aug. 13, 2014), 
https ://home.treasury. gov/ system/files/ 126/licensing guidance. pdf. 
See OF AC FAQ 804, https://home.treasury.gov/policy-issues/financial 
sanctions/faqs/804. 
For purpose of E.O. 13959, as amended, the term "publicly traded securities" includes 
"any 'security,' as defined in section 3(a)(10) of the Securities Exchange Act of 1934, 
Public Law 73-291 (as codified as amended at 15 U.S.C. 78c(a)(10)), denominated in 
any currency that trades on a securities exchange or through the method of trading that is 
commonly referred to as 'over-the-counter,' in any jurisdiction." See OF AC FAQ 859, 
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considered publicly traded securities that are derivative of publicly traded securities of 
SenseTime Group Limited or designed to provide investment exposure to publicly traded 
securities of Sense Time Group Limited.13 Accordingly, as of the date of this opinion, the offer, 
sales and purchasing of the securities ofListco, including the offer, sales and purchasing of Class 
B Shares of the Listco in connection with the Global Offering or subsequently trading of the 
Listco's Class B Shares on the Hong Kong Stock Exchange, to any person would therefore not 
violate the E.O. 13959, as amended, or the related OF AC rules ( either within or after the 60-day 
grace period starting from December 10, 2021). For the same reason, the sponsors and 
underwriters by participating in the IPO would not and will not violate E.O. 13959, as amended, 
and any OFAC regulations. Furthermore, potential shareholders ofListco would not violate E.O. 
13959, as amended, and any OF AC regulations by participating in the IPO. Existing 
shareholders of Listco (who are United States persons) at present can continue to own the share 
of the Listco and would not be required to dispose of their shares of Listco within 365 days after 
the date when Sense Time Group Limited was designated (i.e., December 10, 2021 ). In addition, 
under E.O. 13959, as amended, and any OF AC regulations, the designation of Sense Time Group 
Limited as a CMIC does not impose any restriction on the business operations of Sense Time 
Group Limited itself nor those of any other member of the Group, including the Listco. 

Finally, the statements included in the Prospectus/Offering Documents regarding the U.S. 
CMIC regulatory matters (collectively, the "E.O. Regulatory Statements"),14 insofar as such E.O. 
Regulatory Statements constitute summaries of documents or legal proceedings or refer to 
matters oflaw or legal conclusions and based on the factual information provided to us by Listco 
and applicable U.S. sanctions law, are accurate and complete in all material respects and present 
fairly the information purported to be shown. Further, we have reviewed the 

13 

14 

https://home.treasury.gov/policy-issues/financial-sanctions/faqs/859. OF A C's guidance 
here is consistent with section 3(c) ofE.O. 13959, as amended. 
Examples of financial instruments covered by "any publicly traded securities that are 
derivative of such securities or are designed to provide investment exposure to such" 
publicly traded securities "include, but are not limited to, derivatives ( e.g., futures, 
options, swaps), warrants, American depositary receipts (ADRs), global depositary 
receipts (GDRs), exchange-traded funds (ETFs), index funds, and mutual funds, to the 
extent such instruments also meet the definition of 'publicly traded security' as defined 
under E.O. 13959, as amended." See OFAC FAQ 860, https://home.treasury.gov/policy 
issues/financial-sanctions/faq s/860. 
Including, but not limited to, such statements under the headings Summary- Recent 
Development= U.S. Regulatory Development", "Risk Factors - One of our subsidiaries, 
SenseTime Group Limited, was added to the U.S. Non-SDN Chinese Military-Industrial 
Complex Companies List by the U.S. Department of the Treasury on December 10, 2021, 
which restricts United States persons from investing in the publicly traded securities of 
SenseTime Group Limited or certain related investment products. This restriction and any 
restrictions that may be imposed in the future, alone or together, could limit our Group's 
ability to raise funds, in particular, from U.S. investors, and the liquidity of our publicly 
traded securities, including our Class B Shares, could be adversely affected due to a lack 
of U.S. investor participation." and "Regulatory Overview". 
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Prospectus/Offering Documents, and nothing has come to our attention that causes us to believe 
that the E.O. Regulatory Statements included in the Prospectus, as of its date and the closing 
date, or the Offering Circulars, as of the time of sale, their respective dates and the closing date, 
contain an untrue statement of a material fact or omit to state a material fact required to be stated 
therein or necessary to make the statements therein, in the light of the circumstances under which 
they were made, not misleading. 

No opinion is rendered as to matters not specifically referred to herein and under no 
circumstances are you to infer from anything stated or not stated herein any opinion with respect 
to such matters. 
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Very truly yours, 

Hughes Hubbard & Reed LLP 

cc: Clifford Chance LLP, counsel for SenseTime Group Inc. 


