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INTRODUCTION

In this annual report, except where the context otherwise requires and for purposes of this annual report only:

“ADSs” refers to our American depositary shares, each ADSs representing eight Class A ordinary shares;

“China” or “PRC” refers to the People’s Republic of China, including Hong Kong, Macau and Taiwan; and “mainland China” refers to the
People’s Republic of China, excluding Hong Kong, Macau and Taiwan;

“Class A ordinary shares” refers to Class A ordinary shares of the share capital of our company with a par value of US$0.000000625 each,
conferring a holder of a Class A ordinary share one vote per share on all matters submitted for voting at general meetings of our company;

“Class B ordinary shares” refers to Class B ordinary shares of the share capital of our company with a par value of US$0.000000625 each,
conferring weighted voting rights in our company such that a holder of a Class B ordinary share is entitled to 10 votes per share on all
matters submitted for voting at general meetings of our company;

“DAU”, or daily active user, refers to the average number of mobile devices that launched our mobile apps at least once during a day
within a specific period;

“Hong Kong” or “HK” or “Hong Kong S.A.R.” are to the Hong Kong Special Administrative Region of the PRC;

“Hong Kong Listing Rules” are to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, as
amended or supplemented from time to time;

“Hong Kong Share Registrar” are to Computershare Hong Kong Investor Services Limited;
“Hong Kong Stock Exchange” are to The Stock Exchange of Hong Kong Limited;

“Main Board” are to the stock market (excluding the option market) operated by the Hong Kong Stock Exchange which is independent
from and operated in parallel with the Growth Enterprise Market of the Hong Kong Stock Exchange;

“MAU”, or monthly active user, refers to the number of mobile devices that launched our mobile apps during a given month;

“our company” refers to Baidu, Inc., which is not a PRC operating company but a Cayman Islands holding company with operations
primarily conducted through (i) our mainland China subsidiaries and (ii) contractual arrangements with the variable interest entities, or the
VIEs, based in mainland China. This structure entails unique risks to investors, see “Item 3.D. Key Information—Risk Factors—Risks
Related to our Corporate Structure” for more details;

“RMB” or “Renminbi” refers to the legal currency of mainland China;

“SFO” refers to the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as amended or supplemented from time to
time;

“shares” or “ordinary shares” refers to our ordinary shares, which include both Class A ordinary shares and Class B ordinary shares;

“user traffic” or “traffic” refers generally to page views of a website, with “page views” measuring the number of web pages viewed by
internet users over a specified period of time except that multiple page views of the same page viewed by the same user on the same day
are counted only once;

“U.S. GAAP” refers to generally accepted accounting principles in the United States;
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. we,” “us,” “our,” or “Baidu” refers to Baidu, Inc., its subsidiaries, and, in the context of describing our operations and consolidated
financial information, the variable interest entities in mainland China, including, but not limited to, Beijing Baidu Netcom Science
Technology Co., Ltd., or Baidu Netcom, Beijing Perusal Technology Co., Ltd., or Beijing Perusal, Beijing iQIYI Science & Technology
Co., Ltd., or Beijing iQIYI, and all of the variable interest entities are domestic companies incorporated in mainland China in which we do
not have any equity ownership but whose financial results have been consolidated into our consolidated financial statements based solely
on contractual arrangements in accordance with U.S. GAAP. See “Item 4. Information on the Company—C. Organizational Structure” for
an illustrative diagram of our corporate structure;

. “IQIYT” refers to iQIYI, Inc., a company incorporated in the Cayman Islands listed on Nasdaq under the symbol “IQ” and one of our
subsidiaries;

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

. all discrepancies in any table between the amounts identified as total amounts and the sum of the amounts listed therein are due to
rounding.

On March 1, 2021, Baidu, Inc. effected a change to its authorized share capital by 1-to-80 subdivision of shares. Concurrently, Baidu, Inc. effected
a proportionate change in ADS to Class A ordinary share ratio from 10 ADSs representing 1 Class A ordinary share to each ADS representing 8 Class A
ordinary shares, or the Share Subdivision. Such changes been reflected retroactively throughout this document.

FORWARD-LOOKING INFORMATION

This annual report on Form 20-F contains forward-looking statements that reflect our current expectations and views of future events. These
statements are made under the “safe harbor” provisions of the U.S. Private Securities Litigation Reform Act of 1995. You can identify these forward-
looking statements by terminology such as “may,” “will,” “expect,” “anticipate,” “future,” “intend,” “plan,” “believe,” “estimate,” “is/are likely to” 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:

99 <

. our operations and business prospects;

. our business and operating strategies and our ability to implement such strategies;

. our ability to develop and manage our operations and business;

. competition for, among other things, capital, technology and skilled personnel;

. our ability to control costs;

. our ability to identify and conduct investments and acquisitions, obtain relevant regulatory approvals from governmental authorities, as

well as integrate acquired target(s);

. changes to regulatory and operating conditions in the industry and geographical markets in which we operate;
. our dividend policy; and
. all other risks and uncertainties described in “Item 3.D. Key Information—Risk Factors.”

We would like to caution you not to place undue reliance on these forward-looking statements and you should read these statements in conjunction
with the risk factors disclosed in “Item 3.D. Key Information—Risk Factors.” Those risks are not exhaustive. We operate in a rapidly evolving
environment. New risks emerge from
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time to time and it is impossible for our management to predict all risk factors, 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 from those contained in any forward-looking statement. We do not
undertake any obligation to update or revise the forward-looking statements except as required under applicable law.

Unless otherwise noted, all translations from Renminbi to U.S. dollars and from U.S. dollars to Renminbi in this annual report are made at a rate
of RMB6.8972 to US$1.00, the exchange rate in effect as of December 30, 2022 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.

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

Our Corporate Structure and Contractual Arrangements with the Variable Interest Entities

Baidu, Inc. is not a PRC operating company but a Cayman Islands holding company with operations primarily conducted through (i) our
subsidiaries incorporated in mainland China, or mainland China subsidiaries, and (ii) contractual arrangements with the variable interest entities based in
mainland China. Our internet content services, value-added telecommunication-based services, internet map services, online audio and video services
and mobile application distribution businesses in mainland China have been conducted through the applicable VIEs in order to comply with the laws and
regulations of mainland China, which restrict and impose conditions on foreign direct investment in companies involved in the provision of such
businesses. Accordingly, we operate these businesses in mainland China through the variable interest entities, and rely on contractual arrangements
among Baidu, Inc./iQIYL, Inc., our mainland China subsidiaries, the variable interest entities and their nominee shareholders to control the business
operations of the variable interest entities. External revenues contributed by the variable interest entities accounted for 43%, 44% and 47% of our total
external revenues for the years ended December 31, 2020, 2021 and 2022, respectively. As used in this annual report, “our company” refers to Baidu,
Inc., whereas “we,” “us,” “our,” or “Baidu” refers to Baidu, Inc., its subsidiaries, and, in the context of describing our operations and consolidated
financial information, the variable interest entities in mainland China and all of the variable interest entities are domestic companies incorporated in
mainland China in which we do not have any equity ownership but whose financial results have been consolidated into our consolidated financial
statements based solely on contractual arrangements in accordance with U.S. GAAP. Investors in our ADSs are not purchasing equity interest in the
variable interest entities in mainland China but instead are purchasing equity interest in a holding company incorporated in the Cayman Islands.

Our subsidiaries, the variable interest entities and their shareholders have entered into a series of contractual agreements. These contractual
arrangements:

. enable us to receive the economic benefits that could potentially be significant to the variable interest entities in consideration for the
services provided by our subsidiaries;

. effectively assigned all of the voting rights underlying the nominee shareholders’ equity interest in the variable interest entities to us; and
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. enable us to hold an exclusive option to purchase all or part of the equity interests in the variable interest entities when and to the extent
permitted by the laws of mainland China.

These contractual arrangements among Baidu, Inc./iQIYL, Inc., our subsidiaries, the variable interest entities and their shareholders generally
include shareholder voting rights trust agreements or proxy agreements, exclusive equity purchase and transfer option agreements or exclusive purchase
option agreements, loan agreements, operating agreements or business operation agreements, exclusive technology consulting and services agreements,
and equity pledge agreements, as the case may be. As for some of the variable interest entities, our subsidiaries have entered into additional business
cooperation agreements, power of attorney, license agreements and/or commitment letters (as the case may be) with these variable interest entities and
their respective shareholders. Terms contained in each set of contractual arrangements with the variable interest entities and their respective shareholders
are substantially similar. As a result of the contractual arrangements, the shareholders of the variable interest entities effectively assigned all of their
voting rights underlying their equity interest in the variable interest entities to the primary beneficiaries of these companies, which gives our company or
its subsidiaries/iQIYI the power to direct the activities that most significantly impact the variable interest entities’ economic performance. The nominee
shareholders of Baidu Netcom, Beijing Perusal and Beijing iQIYI, the variable interest entities, are directors or members of senior management of us or
iQIYL. We or iQIYI consider such people suitable to act as the nominee shareholders of these variable interest entities because of, among other
considerations, their contribution to us or iQIYI, their competence and their length of service with and loyalty to us or iQIYI. For more details of these
contractual arrangements, see “Item 4. Information on the Company—C. Organizational Structure—Contractual Arrangements with the Variable Interest
Entities and the Nominee Shareholders.”

However, the contractual arrangements may not be as effective as direct ownership in providing us with control over the variable interest entities
and we may incur substantial costs to enforce the terms of the arrangements. If the variable interest entities or the nominee shareholders fail to perform
their respective obligations under the contractual arrangements, we could be limited in our ability to enforce the contractual arrangements that
effectively assigned us the voting rights in the variable interest entities, and these agreements have not been tested in the courts of mainland China.
Furthermore, if we are unable to maintain such effective assignment, we would not be able to continue to consolidate the financial results of these
entities in our financial statements. See “Item 3.D. Key Information—Risk Factors—Risks Related to Our Corporate Structure—Our contractual
arrangements with the variable interest entities in mainland China and the individual nominee shareholders may not be as effective in providing control
over these entities as direct ownership” and “Item 3.D. Key Information—Risk Factors—Risks Related to Our Corporate Structure—The individual
nominee shareholders of the variable interest entities may have potential conflicts of interest with us, which may adversely affect our business. We do
not have any arrangements in place to address such potential conflicts.”

There are also substantial uncertainties regarding the interpretation and application of current and future laws, regulations and rules of mainland
China regarding the status of the rights of our Cayman Islands holding company with respect to its contractual arrangements with the variable interest
entities and their nominee shareholders. It is uncertain whether any new laws or regulations of mainland China relating to variable interest entity
structures will be adopted or if adopted, what they would provide. If we or any of the variable interest entities is found to be in violation of any existing
or future laws or regulations of mainland China, or fail to obtain or maintain any of the required permits or approvals, the relevant PRC regulatory
authorities would have broad discretion in accordance with the applicable laws and regulations to take action in dealing with such violations or failures.
See “Item 3.D. Key Information—Risk Factors—Risks Related to Our Corporate Structure—Laws and regulations of mainland China governing our
businesses and the validity of certain of our contractual arrangements are uncertain. If we are found to be in violation, we could be subject to sanctions.
In addition, changes in the laws and regulations of mainland China or changes in interpretations thereof may materially and adversely affect our
business.”

Our operations are primarily conducted in mainland China through (i) our mainland China subsidiaries and (ii) contractual arrangements with the
variable interest entities based in mainland China, and revenues are
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primarily generated from mainland China. Though the Foreign Investment Law does not explicitly classify contractual arrangements as a form of
foreign investment, the definition of “foreign investment” thereunder is relatively wide and contains a catch-all provision which includes investments
made by foreign investors through means stipulated in laws or administrative regulations or other methods prescribed by the State Council. Therefore,
there is no assurance that foreign investment via contractual arrangement would not be interpreted as a type of indirect foreign investment activities in
the future. If any of the variable interest entities were deemed as a foreign-invested enterprise under any such future laws, administrative regulations or
provisions and any of our business would be included in any negative list or other form of restrictions on foreign investment, we may need to take
further actions to comply with such future laws, administrative regulations or provisions. Such actions may have a material and adverse impact on our
business, financial condition, result of operations and prospects. In addition, if the PRC regulatory authorities were to find our legal structure and
contractual arrangements to be in violation of any laws, administrative regulations or provisions of mainland China, we are uncertain what impact of
above PRC regulatory authorities’ actions would have on us and our ability to consolidate the variable interest entities in the consolidated financial
statements. For more details, see “Item 3.D. Key Information—Risk Factors—Risks Related to Doing Business in China—Uncertainties exist with
respect to the interpretation and implementation of the PRC Foreign Investment Law and its Implementation Regulations and how it may impact the
viability of our current corporate structure, corporate governance and business operations.”

Our corporate structure is subject to risks associated with our contractual arrangements with the variable interest entities. Our company and its
investors may never have a direct ownership interest in the businesses that are conducted by the variable interest entities. Uncertainties in the PRC legal
system could limit our ability to enforce these contractual arrangements, and these contractual arrangements have not been tested in a court of law. If the
PRC government finds that the agreements that establish the structure for operating our business in mainland China do not comply with the laws and
regulations of mainland China, or if these regulations or the interpretation of existing regulations change or are interpreted differently in the future, we
and the variable interest entities could be subject to severe penalties or be forced to relinquish our interests in those operations. This would result in the
variable interest entities being deconsolidated. The majority of our assets, including the necessary licenses to conduct business in mainland China, are
held by the variable interest entities. A significant part of our revenues are generated by the variable interest entities. An event that results in the
deconsolidation of the variable interest entities would have a material effect on our operations and result in the value of the securities of our company
diminish substantially or even become worthless. Our company, our mainland China subsidiaries and the variable interest entities, and investors of our
company face uncertainty about potential future actions by the PRC government that could affect the enforceability of the contractual arrangements with
the variable interest entities and, consequently, significantly affect the financial performance of the variable interest entities and our company as a
whole. Baidu, Inc. may not be able to repay its indebtedness, and the Class A ordinary shares or ADSs of our company may decline in value or become
worthless, if we are unable to assert our contractual control rights over the assets of our mainland China subsidiaries and the variable interest entities
that conduct all or substantially all of our operations. 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.”

Our company and the variable interest entities face various risks and uncertainties related to doing business in China. For example, we face risks
associated with regulatory approvals on offshore offerings, antimonopoly regulatory actions, and oversight on cybersecurity and data privacy. 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
continue to offer securities to investors, or adversely affect the value of such securities. For a detailed description of risks related to doing business in
China, see “Item 3.D. Key Information—Risk Factors—Risks Related to Doing Business in China.”

PRC government’s certain administrative measures in regulating (i) our operations and (ii) offerings conducted overseas by, and foreign
investment in, China-based issuers, could significantly limit or completely hinder our ability to offer or continue to offer securities to investors.
Implementation of industry-wide
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regulations, including data security or anti-monopoly related regulations, in this nature may result in adverse effect on the value of such securities. For
more details, see “Item 3.D. Key Information—Risk Factors—Risks Related to Doing Business in China—~Failure to meet the PRC government’s
complex regulatory requirements on our business operation could have a material adverse effect on our operations and the value of our securities.”

Risks and uncertainties arising from the PRC legal system, including risks and uncertainties regarding the enforcement of laws and quickly
evolving rules and regulations in mainland China, could result in a material adverse change in our operations and the value of our ADSs. For more
details, see “Item 3.D. Key Information—Risk Factors—Risks Related to Doing Business in China—Uncertainties exist with respect to the
interpretation and implementation of the PRC Foreign Investment Law and its Implementation Regulations and how it may impact the viability of our
current corporate structure, corporate governance and business operations.”

The Holding Foreign Companies Accountable Act

Pursuant to the Holding Foreign Companies Accountable Act, or the HFCAA, if the Securities and Exchange Commission, or the SEC,
determines that we have filed audit reports issued by a registered public accounting firm that has not been subject to inspections by the Public Company
Accounting Oversight Board, or the PCAOB, for two consecutive years, the SEC will prohibit our shares or the ADSs from being traded on a national
securities exchange or in the over-the-counter trading market in the United States. On December 16, 2021, the PCAOB issued a report to notify the SEC
of its determination that the PCAOB was unable to inspect or investigate completely registered public accounting firms headquartered in mainland
China and Hong Kong, including our auditor. In April 2022, the SEC conclusively listed us as a Commission-Identified Issuer under the HFCAA
following the filing of our annual report on Form 20-F for the fiscal year ended December 31, 2021. On December 15, 2022, the PCAOB issued a report
that vacated its December 16, 2021 determination and removed mainland China and Hong Kong from the list of jurisdictions where it is unable to
inspect or investigate completely registered public accounting firms. For this reason, we do not expect to be identified as a Commission-Identified Issuer
under the HFCAA after we file this annual report on Form 20-F. Each year, the PCAOB will determine whether it can inspect and investigate completely
audit firms in mainland China and Hong Kong, among other jurisdictions. If the PCAOB determines in the future that it no longer has full access to
inspect and investigate completely accounting firms in mainland China and Hong Kong and we use an accounting firm headquartered in one of these
jurisdictions to issue an audit report on our financial statements filed with the SEC, we would be identified as a Commission-Identified Issuer following
the filing of the annual report on Form 20-F for the relevant fiscal year. There can be no assurance that we would not be identified as a Commission-
Identified Issuer for any future fiscal year, and if we were so identified for two consecutive years, we would become subject to the prohibition on trading
under the HFCAA. See “Item 3.D. Key Information—Risk Factors—Risks Related to Doing Business in China—The PCAOB had historically been
unable to inspect our auditor in relation to their audit work performed for our financial statements and the inability of the PCAOB to conduct inspections
of our auditor in the past has deprived our investors with the benefits of such inspections.” and “Item 3.D. Key Information—Risk Factors—Risks
Related to Doing Business in China—Our ADSs may be prohibited from trading in the United States under the HFCAA in the future if the PCAOB is
unable to inspect or investigate completely auditors located in China. The delisting or prohibition of trading of the ADSs, or the threat of their being
delisted or prohibited from trading, may materially and adversely affect the value of your investment.”

Permissions Required from the PRC Government Authorities for Our Operations

We conduct our business primarily through our subsidiaries and the variable interest entities in mainland China. Our operations in mainland China
are governed by the laws and regulations of mainland China. As of the date of this annual report, our mainland China subsidiaries and the variable
interest entities have obtained the requisite licenses and permits from the PRC government authorities that are material for the business operations of our
subsidiaries and the variable interest entities in mainland China, including, among others, the Value-Added Telecommunication Business Operating
License, the Internet News Information Service License, the



Table of Contents

Short Messaging Service Access Code Certificate, the Online Audio/Video Program Transmission License, the Radio and Television Program
Production License, the Surveying and Mapping Qualification Certificate for internet map services, the Internet Culture Business Permit, the Publication
Business Operating License, the Filing Certificate for Internet Drug and Medical Devices Information Services/the Qualification Certificate for Internet
Drug Information Services, the Human Resource Services License, the Filing Certificate for the Online Transaction Platform, the Filing Certificate for
Business of Category Il Medical Devices, the Registration Certificate for Medical Devices, the Food Business License, the Medicine Business License,
the Filing Certificate for the Online Publication Transaction Platform, the Internet Domain Name Services License, the Medical Device Operation
License, the Medical Device Production License, the Filing Certificate for Third-Party Platform Provider of Online Trading Service for Medical Device,
the Practice License of Medical Institutions, the Internet Religious Information Service License, the Filing Certificate of Artworks Operators, the Filing
Information Form of Third Party Platform Providers of Online Food Trading, the Aquatic Wildlife Operation and Utilization License and certain permits
for road testing and demonstration application of autonomous driving vehicles. 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.D. Key Information—Risk Factors
—Risks Related to Doing Business in China—We may be adversely affected by the complexity, uncertainties and changes in the regulations of internet
and related business and companies in mainland China.”

Furthermore, in connection with our historical issuance of securities to foreign investors, we, our mainland China subsidiaries and the variable
interest 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 government authority.

However, the PRC government has promulgated certain regulations and rules to exert more oversight and control over offerings that are conducted
overseas and/or foreign investment in China-based issuers. On February 17, 2023, the CSRC released the Trial Administrative Measures of Overseas
Securities Offering and Listing by Domestic Companies and five supporting guidelines, or, collectively, the Filing Rules, which will take effect on
March 31, 2023. According to the Filing Rules, domestic companies in mainland China that directly or indirectly offer or list their securities in an
overseas market are required to file with the CSRC. In addition, an overseas listed company must also submit the filing with respect to its follow-on
offerings, issuance of convertible corporate bonds and exchangeable bonds, and other equivalent offering activities, within a specific time frame
requested under the Filing Rules. Therefore, we will be required to file with the CSRC for our overseas offering of equity and equity linked securities in
the future within the applicable scope of the Filing Rules. For more detailed information, see “Item 3.D. Key Information—Risk Factors—Risks Related
to Doing Business in China—The approval of and/or filing with the CSRC or other PRC government authorities may be required in connection with our
offshore offerings under the laws of mainland China, and, if required, we cannot predict whether or for how long we will be able to obtain such approval
or complete such filing.”

Cash Flows through Our Organization

Baidu, Inc. is a holding company with no operations of its own. We conduct our operations in mainland China primarily through our subsidiaries
and the variable interest entities in mainland China. As a result, although other means are available for us to obtain financing at the holding company
level, Baidu, Inc.’s ability to pay dividends to the shareholders and to service any debt it may incur may depend upon dividends paid by our mainland
China subsidiaries and license and service fees paid by the variable interest entities. If any of our subsidiaries incurs debt on its own behalf, the
instruments governing such debt may restrict its ability to pay dividends to Baidu, Inc. In addition, our mainland China subsidiaries are permitted to pay
dividends to Baidu, Inc. only out of their retained earnings, if any, as determined in accordance with PRC accounting standards and regulations. Further,
our mainland China subsidiaries and the variable interest entities are required to make

7



Table of Contents

appropriations to certain statutory reserve funds or may make appropriations to certain discretionary funds, which are not distributable as cash dividends
except in the event of a solvent liquidation of the companies. For more details, see “Item 5.B. Operating and Financial Review and Prospects—Liquidity
and Capital Resources—Holding Company Structure.”

Under the laws and regulations of mainland China, our mainland China subsidiaries and the variable interest entities are subject to certain
restrictions with respect to paying dividends or otherwise transferring any of their net assets to us. Remittance of dividends by a wholly foreign-owned
enterprise out of mainland China is also subject to examination by the banks designated by State Administration of Foreign Exchange, or SAFE. The
amounts restricted include the paid-up capital and the statutory reserve funds of our mainland China subsidiaries and the net assets of the variable
interest entities in which we have no legal ownership, totaling RMB45.0 billion, RMB45.9 billion and RMB47.3 billion (US$6.9 billion) as of
December 31, 2020, 2021 and 2022, respectively. For risks relating to the fund flows of our operations in mainland China, see “Item 3.D. Key
Information—Risk Factors—Risks Related to Doing Business in China—Our subsidiaries and the variable interest entities in mainland China are
subject to restrictions on paying dividends and making other payments to our holding company.”

From 2020 to 2022, certain of our mainland China subsidiaries have declared and distributed profits earned to Baidu (Hong Kong) Limited for an
aggregate amount of RMB20.0 billion (US$2.9 billion); the dividend payments are subject to withholding tax. We have made tax provisions based on
the corresponding tax rate. If our mainland China subsidiaries further declare and distribute profits earned after January 1, 2008 in the future, the
dividend payments will be subject to withholding tax, which will increase our tax liability and reduce the amount of cash available to our company. For
the potential distributable profits to be distributed to our qualified Hong Kong incorporated subsidiary, the deferred tax liabilities are accrued at a 5%
withholding tax rate. For more information on related risks, please see “Item 3.D. Key Information—Risk Factors—Risks Related to Doing Business in
China—If our mainland China subsidiaries declare and distribute dividends to their respective offshore parent companies, we will be required to pay
more taxes, which could have a material and adverse effect on our result of operations.”

Under the laws of mainland China, Baidu Inc. may provide funding to our mainland China subsidiaries only through capital contributions or loans,
and to the variable interest entities only through loans, subject to satisfaction of applicable government registration and approval requirements.

For the years ended December 31, 2020, 2021 and 2022, Baidu, Inc. provided loans with principal amount of RMB10.0 billion, RMB14.5 billion
and RMBI11.0 billion (US$1.6 billion), respectively, to its subsidiaries, and the subsidiaries repaid principal amount of RMB15.4 billion, RMB4.9 billion
and RMB12.6 billion (US$1.8 billion), respectively, to Baidu, Inc.

For the years ended December 31, 2020, 2021 and 2022, the subsidiaries of Baidu, Inc. provided loans with principal amount of RMB6.5 billion,
RMB3.1 billion and RMB22.3 billion (US$3.2 billion), respectively, to Baidu, Inc. and Baidu, Inc. repaid principal amount of RMB3.5 billion,
RMB3.0 billion and RMB3.1 billion (US$449 million), respectively, to its subsidiaries.

For the years ended December 31, 2020, 2021 and 2022, loans for the amounts of RMB602 million, RMB409 million and RMB65 million (US$9
million), respectively, were provided to the nominee shareholders to fund the capitalization of the variable interest entities for which the Company does
not intend to seek repayment, and nil was repaid by the nominee shareholders.

For the years ended December 31, 2020, 2021 and 2022, the variable interest entities received RMBS5.0 billion, RMB6.9 billion and
RMBS5.4 billion (US$780 million), respectively, as capital contributions or loans from the subsidiaries of Baidu, Inc. and the variable interest entities
repaid principal amount of RMB1.1 billion, nil and RMB6.5 billion (US$940 million), respectively, to the subsidiaries.
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For the years ended December 31, 2020, 2021 and 2022, the variable interest entities provided loans with principal amount of RMB261 million,
RMB450 million and nil, respectively, to the subsidiaries of Baidu, Inc. and the subsidiaries repaid principal amount of RMB36 million, RMB10 million
and RMB200 million (US$29 million), respectively, to the variable interest entities.

Baidu, Inc. has not declared or paid any cash dividends, nor does it has any present plan to pay any cash dividends on its ordinary shares in the
foreseeable future. We currently intend to retain most, if not all, of our available funds and any future earnings to operate and expand our business. See
“Item 8. Financial Information— A. Consolidated Statements and Other Financial Information—Dividend Policy.” For mainland China and United
States federal income tax considerations of an investment in our ADSs, see “Item 10. Additional Information— E. Taxation.”

A. Selected Financial Data

The following table presents the selected consolidated financial information for our company. The selected consolidated statements of
comprehensive income data and cash flow data for the three years ended December 31, 2020, 2021 and 2022 and the consolidated balance sheets data as
of December 31, 2021 and 2022 have been derived from our audited consolidated financial statements, which are included in this annual report
beginning on page F-1. The selected consolidated statements of comprehensive income data and cash flow data for the years ended December 31, 2018
and 2019 and the selected consolidated balance sheets data as of December 31, 2018, 2019 and 2020 have been derived from our audited consolidated
financial statements for the years ended December 31, 2018, 2019 and 2020, which are not included in this annual report. Our historical results do not
necessarily indicate results expected for any future periods. The selected consolidated financial data should be read in conjunction with, and are
qualified in their entirety by reference to, our audited consolidated financial statements and related notes and “Item 5. Operating and Financial Review
and Prospects” below. Our audited consolidated financial statements are prepared and presented in accordance with U.S. GAAP.

Year Ended December 31,
2018 2019 2020 2021 2022
RMB RMB RMB RMB RMB US$

(In millions, except per share and per ADS data)
Consolidated Statements of Comprehensive Income Data:

Revenues:

Online marketing services 81,912 78,093 72,840 80,695 74,711 10,832

Others 20,365 29,320 34,234 43,798 48,964 7,099
Total revenues 102,277 107,413 107,074 124,493 123,675 17,931
Operating costs and expenses:

Cost of revenues 51,744 62,850 55,158 64,314 63,935 9,269

Selling, general and administrative 19,231 19,910 18,063 24,723 20,514 2,975

Research and development 15,772 18,346 19,513 24,938 23,315 3,380
Total operating costs and expenses 86,747 101,106 92,734 113,975 107,764 15,624
Operating profit 15,530 6,307 14,340 10,518 15,911 2,307
Total other income (loss), net 11,795 (6,647) 8,750 260 (5,799) (841)
Income (loss) before income taxes 27,325 (340) 23,090 10,778 10,112 1,466
Income taxes 4,743 1,948 4,064 3,187 2,578 374
Net income (loss) 22,582 (2,288) 19,026 7,591 7,534 1,092
Less: Net loss attributable to non-controlling interests (4,991) (4,345) (3,446) (2,635) (25) 4)
Net income attributable to Baidu, Inc. 27,573 2,057 22,472 10,226 7,559 1,096
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Consolidated Balance Sheets Data:
Cash and cash equivalents

Restricted cash

Short-term investments, net(!)

Total assets(®)

Short-term loans

Long-term loans, current portion
Long-term loans

Notes payable, current portion

Notes payable

Convertible senior notes, current portion()
Convertible senior notes(3)

Total liabilities

Total Baidu, Inc. shareholders’ equity

As of December 31,
2018 2019 2020 2021 2022
RMB RMB RMB RMB RMB US$
(In millions)
27,638 33,443 35,782 36,850 53,156 7,707
2,189 996 758 10,821 11,330 1,643
111,626 112,924 126,402 143,243 120,839 17,520
297,566 301,316 332,708 380,034 390,973 56,686
3,046 2,618 3,016 4,168 5,343 775
84 737 7,427 2 — —

7,456 7,804 — 12,629 13,722 1,990
6,871 5,219 — 10,505 6,904 1,001
42,735 38,090 48,408 43,120 39,893 5,784
— — 4,752 — 8,305 1,204
4,712 12,297 11,927 12,652 9,568 1,387
121,814 128,501 140,865 156,082 153,168 22,208
162,897 163,599 182,696 211,459 223,478 32,401

(1)  We adopted Accounting Standards Update (“ASU”) No. 2016-13, Financial Instruments-Credit Losses (Topic 326)
Instruments (“ASU 2016-13") on January 1, 2020, which requires the measurement and recognition of expected credit losses for financial assets held at amortized
cost. ASU 2016-13 replaces the existing incurred loss impairment model with an expected loss methodology, which will result in more timely recognition of credit

losses.

: Measurement of Credit Losses on Financial

(2) We adopted ASU No. 2016-02: Leases on January 1, 2019 using the modified retrospective transition method. Right-of-use assets (“ROU assets™) and lease
liabilities (including current and non-current) for operating leases are presented on the face of the consolidated balance sheets as of December 31, 2019, 2020,
2021 and 2022, while the consolidated balance sheet data as of December 31, 2018 has been prepared in accordance with ASC Topic 840, Leases (“ASC 840”).

(3) We adopted ASU No. 2020-06, Accounting for Convertible Instruments and Contracts in an Entity’s Own Equity (“ASU 2020-06”) on January 1, 2022 using a
modified retrospective transition method. Upon the adoption of ASU 2020-06, all of the proceeds received from the issuance of the existing notes should be
recorded as a liability on the balance sheet in accordance with ASC 470-20. The difference between the principal amount of each of the existing notes and net
proceeds from the issuance is considered debt discount and is amortized at their respective effective interest rates to accrete the carrying value of the existing notes

to its face value on the respective put dates of the existing notes.

Year Ended December 31,

2018 2019 2020 2021 2022
RMB RMB RMB RMB RMB USS
(In millions)

Consolidated Cash Flow Data:
Net cash provided by operating activities 35,967 28,458 24,200 20,122 26,170 3,794
Net cash used in investing activities (34,460) (19,974) (27,552) (31,444) (3,944) (572)
Net cash provided by/(used in) financing activities 15,082 (3,873) 5,665 23,396 (6,390) (926)
Net increase in cash, cash equivalents and restricted cash 18,491 4,612 2,101 11,131 17,565 2,547

Financial Information Related to the Variable Interest Entities

The following tables present the condensed consolidating schedule of financial performance, financial position and cash flows for Baidu, Inc., its
wholly owned subsidiaries that are the Primary Beneficiaries of the VIEs under U.S. GAAP (the “Primary Beneficiaries of VIEs excluding Baidu,
Inc.”), its other subsidiaries that are not the Primary Beneficiaries of VIEs (the “Other Subsidiaries”), the VIEs and VIEs’ subsidiaries that we

consolidate for the periods and as of the dates presented.

. “Baidu Inc.” is our holding company in the Cayman Islands, and the primary beneficiary of the VIEs including Beijing Baidu Netcom

Science Technology Co., Ltd. (“Baidu Netcom”) and Beijing Perusal
10
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Technology Co., Ltd. (“Beijing Perusal”) and other VIEs. “Primary Beneficiaries of VIEs excluding Baidu, Inc.” mainly refer to iQIYIL,
Inc., the primary beneficiary of Beijing iQIYI Science & Technology Co., Ltd. (“Beijing iQIYI”) and other iQIYI VIEs.

. “Other Subsidiaries” refer to the sum of non-VIE subsidiaries, which mainly include Baidu Online Network Technology (Beijing) Co., Ltd.
(“Baidu Online”), Baidu (China) Co., Ltd. (“Baidu China”), Baidu.com Times Technology (Beijing) Co., Ltd. (“Baidu Times”), Beijing
QIYI Century Science & Technology Co., Ltd (“Beijing QIYI Century”, a wholly-owned foreign enterprise of iQIYI, Inc.), and other
wholly-owned subsidiaries, which mainly provide online marketing services to external customers. In addition, as instructed by the
primary beneficiaries of the VIEs, certain wholly-owned subsidiaries including Baidu Online and Beijing QI'YI Century also provide long-
term loans to the nominee shareholders of the VIEs to fund the capitalization of these entities as well as exclusive technology consulting

and services to the VIEs.

. “VIEs and VIEs’ subsidiaries” refer to the sum of Baidu Netcom, Beijing Perusal, Beijing iQIYT and other iQIYI VIEs, and other VIEs.

Selected Condensed Consolidating Statements of Comprehensive Income Information

Revenues
Share of income (loss) of the VIEs and VIEs’ subsidiaries
Net income (loss)

Revenues
Share of (loss) income of the VIEs and VIEs’ subsidiaries
Net income (loss)

Revenues
Share of income (loss) of the VIEs and VIEs’ subsidiaries
Net income (loss)

For the Year Ended December 31, 2022

Primary
Beneficiaries
of VIEs VIEs and Consolidated
Baidu, excluding Other VIEs’
Inc. Baidu, Inc. Subsidiaries subsidiaries Eliminations Total
RMB
(In millions)
— 14 82,471 62,121 (20,931) 123,675
158 164 — (322) —
7,559 (272) 11,640 212 (11,605) 7,534
For the Year Ended December 31, 2021
Primary
Beneficiaries
of VIEs VIEs and Consolidated
Baidu, excluding Other VIEs’
Inc. Baidu, Inc. Subsidiaries subsidiaries Eliminations Total
RMB
(In millions)
— 4 83,424 61,380 (20,315) 124,493
(276) (2,067) — — 2,343 —
10,226 (6,248) 16,330 (220) (12,497) 7,591
For the Year Ended December 31, 2020
Primary
Beneficiaries
of VIEs VIEs and Consolidated
Baidu, excluding Other VIEs’
Inc. Baidu, Inc. Subsidiaries subsidiaries Eliminations Total
RMB
(In millions)
— — 69,425 52,666 (15,017) 107,074
2,483 (1,045) — — (1,438) —
22,472 (7,055) 26,137 2,091 (24,619) 19,026
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Selected Condensed Consolidating Balance Sheets Information

As of December 31, 2022

Primary
Beneficiaries
of VIEs VIEs and Consolidated
Baidu, excluding Other VIEs’
Inc. Baidu, Inc. Subsidiaries bsidiaries Eliminations Total
RMB
(In millions)

Assets
Cash and cash equivalents 18,691 4,351 26,333 3,781 — 53,156
Short-term investments 5,485 — 110,704 4,650 — 120,839
Accounts receivable, net — — 3,325 8,408 — 11,733
Others — 48 18,587 8,487 — 27,122
Total current assets 24,176 4,399 158,949 25,326 — 212,850
Fixed assets, net 225 — 16,124 7,624 — 23,973
Intangible assets, net — — 45 1,209 — 1,254
Licensed copyrights, net — — 4,889 1,952 — 6,841
Produced content, net — — 468 12,534 — 13,002
Long-term investments, net — 365 36,775 18,157 — 55,297
Long-term time deposits and held-to-maturity investments — — 23,329 300 — 23,629
Investments in subsidiaries 274,483 243 — — (274,726) —
Contractual interests in the VIEs and VIEs’ subsidiaries(!) 884 — 23,778 — (24,662) —
Operating lease right-of-use assets — — 4,905 5,460 — 10,365
Others — 152 32,781 10,829 — 43,762
Total non-current assets 275,592 760 143,094 58,065 (299,388) 178,123
Amounts due from the entities within Baidu® — 22,648 3,206 — (25,854) —
Total assets 299,768 27,807 305,249 83,391 (325,242) 390,973
Liabilities
Accounts payable and accrued liabilities 616 167 21,482 15,749 — 38,014
Customers’ deposits and deferred revenue — — 5,729 7,387 — 13,116
Operating lease liabilities — — 255 2,554 — 2,809
Others 6,904 8,305 5,804 4,678 — 25,691
Total current liabilities 7,520 8,472 33,270 30,368 — 79,630
Operating lease liabilities — — 245 4,565 — 4,810
Others 53,614 9,568 3,448 2,098 — 68,728
Total non-current liabilities 53,614 9,568 3,693 6,663 — 73,538
Amounts due to the entities within Baidu® 15,156 — — 18,743 (33,899) —
Total liabilities 76,290 18,040 36,963 55,774 (33,899) 153,168
Redeemable noncontrolling interests — 5,604 2,678 111 — 8,393
Equity
Total Baidu shareholders’ equity(® 223,478 1,041 265,640 24,662 (291,343) 223,478
Noncontrolling interests — 3,122 (32) 2,844 — 5,934
Total equity 223,478 4,163 265,608 27,506 (291,343) 229,412
Total liabilities, redeemable noncontrolling interests, and

equity 299,768 27,807 305,249 83,391 (325,242) 390,973
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Assets

Cash and cash equivalents

Short-term investments

Accounts receivable, net

Others

Total current assets

Fixed assets, net

Intangible assets, net

Licensed copyrights, net

Produced content, net

Long-term investments, net

Long-term time deposits and held-to-maturity investments
Investments in subsidiaries

Contractual interests in the VIEs and VIEs’ subsidiaries(1)
Operating lease right-of-use assets

Others

Total non-current assets

Amounts due from the entities within Baidu®
Total assets

Liabilities

Accounts payable and accrued liabilities
Customers’ deposits and deferred revenue
Operating lease liabilities

Others

Total current liabilities

Operating lease liabilities

Others

Total non-current liabilities

Amounts due to the entities within Baidu®)
Total liabilities

Redeemable noncontrolling interests
Equity

Total Baidu shareholders’ equity()
Noncontrolling interests

Total equity

Total liabilities, redeemable noncontrolling interests, and

equity

As of December 31, 2021

Primary
Beneficiaries
of VIEs VIEs and
Baidu, excluding Other VIEs’ Consolidated
Inc. Baidu, Inc. Subsidiaries subsidiaries Eliminations Total
RMB
(In millions)

11,448 1,673 20,850 2,879 — 36,850
6,499 2 133,756 2,986 — 143,243
— — 2,491 7,490 — 9,981
61 50 15,056 8,074 — 23,241
18,008 1,725 172,153 21,429 — 213,315
199 — 13,923 8,905 — 23,027
— 1 74 1,614 — 1,689
— — 4,969 2,289 — 7,258
— — 525 10,426 — 10,951
— 374 36,046 22,998 — 59,418
— — 7,914 — — 7,914

251,929 — — 106 (252,035) —

2,117 — 24,095 — (26,212) —
— — 4,989 7,076 — 12,065
— 152 33,548 10,697 — 44,397
254,245 527 126,083 64,111 (278,247) 166,719

6,116 18,751 3,269 — (28,136) —
278,369 21,003 301,505 85,540 (306,383) 380,034
712 71 22,249 18,352 — 41,384
— — 7,656 6,050 — 13,706
— — 243 2,619 — 2,862
10,450 — 2,515 3,571 — 16,536
11,162 71 32,663 30,592 — 74,488
— — 316 5253 — 5,569
55,748 12,655 6,589 1,033 — 76,025
55,748 12,655 6,905 6,286 — 81,594

— — — 19,744 (19,744) —
66,910 12,726 39,568 56,622 (19,744) 156,082
— 4,912 1,580 656 — 7,148
211,459 850 259,577 26,212 (286,639) 211,459
— 2,515 780 2,050 — 5,345
211,459 3,365 260,357 28,262 (286,639) 216,804
278,369 21,003 301,505 85,540 (306,383) 380,034
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Note:

(1) It represents the elimination of the contractual interests in the VIEs and VIEs’ subsidiaries, which includes contractual interests in the VIEs through loans to
nominee shareholders or capital contributions and the primary beneficiaries’ share of income (loss) from the VIEs and VIEs’ subsidiaries.

(2) It represents the elimination of intercompany balances among Baidu, Inc., the primary beneficiaries, other subsidiaries and the VIEs and VIEs’ subsidiaries. The
short-term loans and long-term loans provided to the VIEs and VIEs’ subsidiaries were RMB8.8 billion (US$1.3 billion) and RMBS.1 billion (US$1.2 billion),
respectively, as of December 31, 2022 and RMB7.4 billion and RMB10.6 billion, respectively, as of December 31, 2021.

(3)  The loans provided to the nominee shareholders were RMB19.1 billion (US$2.8 billion) and RMB19.4 billion as of December 31, 2022 and 2021, respectively,
which will mature from 2027 to 2047. The loans provided to the nominee shareholders were to fund the capitalization of the VIEs for which the Company does not
intend to seek repayment. The term of all such loans provided to the nominee shareholders has historically been extended prior to their respective original maturity
dates, and we will continue to extend the term of all outstanding loans before they become due.

Selected Condensed Consolidating Cash Flows Information

For the Year Ended December 31, 2022

Primary
Beneficiaries
of VIEs VIEs and
Baidu, excluding Other VIEs’ Consolidated
Inc. Baidu, Inc. Subsidiaries bsidiaries Eliminations Total
RMB
(In millions)
Net cash (used in)/provided by operating activities (2,418) (161) 25,664 2,938 147 26,170
Net cash provided by/ (used in) investing activities 2,753 (2,773) (21,268) (1,898) 19,242 (3,944)
Including: Cash contribution to VIEs and VIEs’
subsidiaries(1)(2) — — (65) — 65 —
Loans provided to VIEs and VIEs’ subsidiaries®) — — (5,313) — 5,313 —
Loans repayments from VIEs and VIEs’
subsidiaries(3) — — 6,480 — (6,480) —
Net cash provided by/ (used in) financing activities 6,054 5,580 795 (64) (19,389) (7,024)
Including: Cash contribution to VIEs and VIEs’
subsidiaries(1)(2) — — — 65 (65) —
Loans provided to VIEs and VIEs’ subsidiaries®) — — — 5,313 (5,313) —
Loans repayments from VIEs and VIEs’
subsidiaries(3) — — — (6,480) 6,480 —
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Net cash (used in)/provided by operating activities
Net cash (used in)/provided by investing activities
Including: Cash contribution to VIEs and VIEs’
subsidiaries(1)2)
Loans provided to VIEs and VIEs’ subsidiaries(3)
Net cash provided by/(used in) financing activities
Including: Cash contribution to VIEs and VIEs’
subsidiaries(1)(2)
Loans provided to VIEs and VIEs’ subsidiaries(®)

Net cash (used in)/provided by operating activities
Net cash provided by/(used in) investing activities
Including: Cash contribution to VIEs and VIEs’
subsidiaries(1)(2)
Loans provided to VIEs and VIEs’ subsidiaries®)
Loans repayments from VIEs and VIEs’
subsidiaries®)
Net cash (used in)/provided by financing activities
Including: Cash contribution to VIEs and VIEs’
subsidiaries(1)(2)
Loans provided to VIEs and VIEs’ subsidiaries®)
Loans repayments from VIEs and VIEs’
subsidiaries®)

For the Year Ended December 31, 2021

Primary
Beneficiaries
of VIEs VIEs and Consolidated
Baidu, excluding Other VIEs’
Inc. Baidu, Inc. Subsidiaries bsidiaries Eliminations Total
RMB
(In millions)
(1,853) (371) 18,080 4,121 145 20,122
(16,183) (3,564) (25,522) (7,551) 21,376 (31,444)
— — (1,408) — 1,408 —
— — (5,520) — 5,520 —
25,628 (272) 15,562 3,999 (21,521) 23,396
— — — 1,408 (1,408) —
— — — 5,520 (5,520) —
For the Year Ended December 31, 2020
Primary
Beneficiaries
of VIEs VIEs and Consolidated
Baidu, excluding Other VIEs’
Inc. Baidu, Inc. Subsidiaries subsidiaries Eliminations Total
RMB
(In millions)
(1,912) (295) 21,643 4,616 148 24,200
5,921 (7,284) (27,557) (8,382) 9,750 (27,552)
— — (3,502) — 3,502 —
— — (1,507) — 1,507 —
— — 1,136 — (1,136) —
(1,757) 10,895 2,566 3,859 (9,898) 5,665
— — — 3,502 (3,502) —
— — — 1,507 (1,507) —
— — — (1,136) 1,136 —
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Note:
1

@
3)

D.

For the years ended December 31, 2020, 2021 and 2022, the primary beneficiaries designated its subsidiaries to provide loans totaling RMB602 million,
RMB409 million and RMB65 million (US$9 million), respectively, to the nominee shareholders to fund the capitalization of the VIEs and VIEs’ subsidiaries for
which the primary beneficiaries do not intend to seek repayment, and nil was repaid by the nominee shareholders.

For the years ended December 31, 2020, 2021 and 2022, the VIEs and VIEs’ subsidiaries received RMB2.9 billion, RMB1.0 billion and nil, respectively, as capital
contribution from other subsidiaries.

For the years ended December 31, 2020, 2021 and 2022, the VIEs and VIEs’ subsidiaries received RMB1.5 billion, RMB5.5 billion and RMBS5.3 billion (US$770
million), respectively, as loans from other subsidiaries and the VIEs and VIEs’ subsidiaries repaid principal amounts of RMB1.1 billion, nil and RMB6.5 billion
(US$940 million), respectively, to other subsidiaries.

Capitalization and Indebtedness

Not applicable.

Reasons for the Offer and Use of Proceeds

Not applicable.

Risk Factors

Summary of Risk Factors

An investment in our ADSs or Class A ordinary shares involves significant risks. Below is a summary of material risks we face, organized under

relevant headings. All the operational risks associated with being based in and having operations in mainland China also apply to operations in Hong
Kong. With respect to the legal risks associated with being based in and having operations in mainland China, the laws, regulations and the discretion of
mainland China governmental authorities discussed in this annual report are expected to apply to mainland China entities and businesses, rather than
entities or businesses in Hong Kong which operate under a different set of laws from mainland China. These risks are discussed more fully in Item 3.D.
Key Information—Risk Factors.

Risks Related to Our Business and Industry

. If we fail to retain existing customers or attract new customers for our online marketing services, our business, results of operations and
growth prospects could be seriously harmed;

. Our business and results of operations could continue to be materially and adversely affected by the challenging macroeconomic
environment impacting online marketing demand;

. Our business depends on a strong brand, and if we are unable to maintain and enhance our brand, our business and results of operations
may be harmed;

. We face risks associated with our proposed acquisition of YY Live and its online live streaming business;

. We face significant competition and may suffer from loss of users and customers as a result;

. If our expansions into new businesses are not successful