
REGULATIONS

This section sets forth a summary of the most significant rules and regulations that affect

our business activities in China or our shareholders’ rights to receive dividends and other

distributions from us.

Regulations Regarding Foreign Investment

Investment activities in the PRC by foreign investors are principally governed by the

Catalog of Industries for Encouraging Foreign Investment, or the Encouraging Catalog, and the

Special Administrative Measures (Negative List) for Foreign Investment Access, or the

Negative List, which were promulgated and are amended from time to time by MOFCOM and

the NDRC, and together with the Foreign Investment Law and its respective implementation

rules and ancillary regulations. The Encouraging Catalog and the Negative List lay out the

basic framework for foreign investment in China, classifying businesses into three categories

with regard to foreign investment: “encouraged”, “restricted” and “prohibited”. Industries not

listed in the Encouraging Catalog or the Negative List are generally deemed as falling into a

fourth category “permitted” unless specifically restricted by other PRC laws. On June 30, 2019,

MOFCOM and the NDRC released the Catalog of Industries for Encouraging Foreign

Investment (2019 Version) (《鼓勵外商投資產業目錄(2019年版)》). On June 23, 2020,

MOFCOM and the NDRC promulgated the Special Administrative Measures (Negative List)

for Foreign Investment Access (2020 Version) (《外商投資準入特別管理措施(負面清單)(2020

年版)》), which became effective on July 23, 2020.

On March 15, 2019, the National People’s Congress approved the Foreign Investment

Law (《中華人民共和國外商投資法》), which took effect on January 1, 2020 and replaced

three then existing laws on foreign investments in China, namely, the PRC Equity Joint Venture

Law (《中華人民共和國中外合資經營企業法》), the PRC Cooperative Joint Venture Law

(《中華人民共和國中外合作經營企業法》) and the PRC Wholly Foreign-owned Enterprise

Law (《中華人民共和國外資企業法》). The Foreign Investment Law embodies an expected

PRC regulatory trend to rationalize its foreign investment regulatory regime in line with

prevailing international practice and the legislative efforts to unify the corporate legal

requirements for both foreign and domestic invested enterprises in China. The Foreign

Investment Law establishes the basic framework for the access to, and the promotion,

protection and administration of foreign investments in view of investment protection and fair

competition. The Foreign Investment Law does not comment on the concept of “de facto

control” or contractual arrangements with variable interest entities, however, it has a catch-all

provision under definition of “foreign investment” to include investments made by foreign

investors in China through means stipulated by laws or administrative regulations or other

methods prescribed by the State Council. Therefore, it still leaves leeway for future laws,

administrative regulations or provisions to provide for contractual arrangements as a form of

foreign investment. The Foreign Investment Law provides that foreign invested entities

operating in foreign restricted industries will require market entry clearance and other

approvals from relevant PRC governmental authorities. Furthermore, the Foreign Investment
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Law provides that foreign invested enterprises established according to the said three existing

laws regulating foreign investment may maintain their structure and corporate governance

within five years after the implementation of the Foreign Investment Law.

On December 26, 2019, the State Council promulgated the Implementation Rules of

Foreign Investment Law (《中華人民共和國外商投資法實施條例》), which took effect on

January 1, 2020 and abolished the Regulation on the Implementation of the PRC Equity Joint

Ventures Law (《中華人民共和國中外合資經營企業法實施條例》), Interim Provisions on the

Contract Term of Equity Joint Ventures (《中外合資經營企業合營期限暫行規定》), Detailed

Rules for the Implementation of the PRC Wholly Foreign-owned Enterprise Law (《中華人民
共和國外資企業法實施細則》) and Detailed Rules for the Implementation of the PRC

Cooperative Joint Venture Law (《中華人民共和國中外合作經營企業法實施細則》). The

implementation rules further clarified that the state encourages and promotes foreign

investment, protects the lawful rights and interests of foreign investors, regulates foreign

investment administration, continues to optimize foreign investment environment, and

advances a higher-level opening.

On December 30, 2019, MOFCOM and SAMR jointly promulgated the Measures for

Information Reporting on Foreign Investment (《外商投資信息報告辦法》), which became

effective on January 1, 2020. Pursuant to the Measures for Information Reporting on Foreign

Investment, where a foreign investor carries out investment activities in China directly or

indirectly, the foreign investor or the foreign-invested enterprise shall submit the investment

information to the competent commerce department.

Depending on each brand partner’s specific needs and the characteristics of its industry,

we generally operate our brand e-commerce business based on one of three models:

• the distribution model;

• the service fee model; and

• the consignment model.

Under these business models, we provide IT solutions, online store operations, digital

marketing, customer service to our brand partners, select and purchase goods from official

brand partners and/or their authorized distributors and sell goods directly to consumers through

official brand stores or official marketplace stores operated by us on behalf of our brand

partners, and provide warehousing and fulfillment services. Pursuant to the latest Negative List

and the latest Encouraging Catalog, such activities are not listed in either the Negative List or

the Encouraging Catalog and are permitted areas for foreign investments.
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Foreign Investment in Value-Added Telecommunications Businesses

Foreign investment in telecommunications businesses is governed by the Regulations for

Administration of Foreign-invested Telecommunications Enterprises (《外商投資電信企業管
理規定》), issued by the State Council on December 11, 2001 and subsequently amended on

September 10, 2008 and February 6, 2016, under which a foreign investor’s beneficial equity

ownership in an entity providing value-added telecommunications services in China is not

permitted to exceed 50%. In addition, for a foreign investor to acquire any equity interest in

a business providing value-added telecommunications services in China, it must demonstrate

a positive track record and experience in providing such services. However, the latest Negative

List allows foreign investors to hold more than 50% equity interests in a value-added

telecommunications service provider engaging in e-commerce, domestic multiparty

communication, storage-and-forward and call center businesses, while other requirements with

respect to track record and experience provided by the Regulations for Administration of

Foreign-invested Telecommunications Enterprises shall still apply. MIIT issued the Notice

Regarding Strengthening Administration of Foreign Investment in Operating Value-Added

Telecommunication Businesses (《關於加強外商投資經營增值電信業務管理的通知》) on

July 13, 2006, pursuant to which a domestic PRC company that holds an operating license for

value-added telecommunications business, which we refer to as a Value-added

Telecommunication License, or a VAT license, is prohibited from leasing, transferring or

selling the VAT license in any form, or providing any resource, sites or facilities to any foreign

investors intending to illegally conduct such businesses in China.

To comply with such foreign ownership restrictions, we currently hold a VAT license for

domestic call center services and internet information services through our PRC consolidated

VIE, Shanghai Zunyi. We also currently hold a VAT license for online data processing and

transaction processing business (operational e-commerce) through our PRC subsidiary,

Shanghai Baozun.

Licenses and Permits

We are required to hold a variety of licenses and permits in connection with various

aspects of our business, including the following:

Food Operation Permit

China has adopted a licensing system for food supply operations under the Food Safety

Law (《食品安全法》) and its implementation rules. Entities or individuals that intend to

engage in food production, food distribution or food service businesses must obtain licenses or

permits for such businesses. Pursuant to the Administrative Measures on Food Operation

Licensing (《食品經營許可管理辦法》) issued by then State Food and Drugs Administration

in August 2015 and amended in November 2017, an enterprise engaged in food sales or

catering services shall obtain a Food Operation Permit from the local food and drug

administration, and the permits already obtained by food business operators prior to the
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effective date of the Administrative Measures on Food Operation Licensing will remain valid

for their originally approved validity period. Our PRC subsidiaries engaging in food operation

business have obtained Food Operation Permits.

Medical Device Operation Enterprise Permit

Pursuant to the Regulations on the Supervision and Administration of Medical Devices

(《醫療器械監督管理條例》), which was issued by the State Council in 2000 and further

amended in March 2014 and May 2017, medical devices are divided into three types and

enterprise engaged in the distribution of type two medical devices shall complete record-filing

formalities with the municipal level food and drug administration and provide supporting

materials to satisfy the relevant conditions of engaging in the operation of medical devices.

Publication Operation Permit

Pursuant to the Publication Market Provisions (《出版物市場管理規定》) promulgated in

May 2016, an entity engaged in the wholesale or retail of publications shall obtain an operation

permit for publications. If an entity fails to obtain operation permit for publications, it may be

subject to an order to cease illegal acts, fines or confiscation of illegal gains and devices,

equipment used for the illegal business operation. In cases where an entity that is engaged in

the distribution of publications via the internet or other information networks within the

approved business scope has obtained an operation permit for publications, such entity shall

complete its record-filing formalities with the publication administrative department that has

approved its business scope within 15 days after launching its online distribution business.

Each of Shanghai Baozun, Shanghai Zunyi and Shanghai Fengbo holds an operation permit for

publications.

Road Transportation Operation Permit

Under the Regulations on Road Transportation (《道路運輸條例》) promulgated by the

State Council in April 2004 and as subsequently amended in November 2012, February 2016

and March 2019, and the Provisions on Administration of Road Transportation and Stations

(Sites) (《道路貨物運輸及站場管理規定》) issued by the Ministry of Transport in June 2005

and as subsequently amended in July 2008, April 2009, March 2012, April 2016 and June 2019,

any entity engaging in the business of operating road transportation must obtain a Road

Transportation Operation Permit. Baotong E-Logistics and Baotong E-Logistics Technology

(Suzhou) Limited have obtained Road Transportation Operation Permits.

Permits for Travel Business

On April 25, 2013, the Standing Committee of the National People’s Congress issued the

Tourism Law (《旅遊法》), which took effect on October 1, 2013 and was amended in

November 2016 and October 2018. The Tourism Law aims to protect tourists’ legal rights,

regulate travel market and promote the development of travel industry, and sets forth specific

requirements for the operation of travel agencies. Travel agencies are prohibited from (i)
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leasing, lending or illegally transferring travel agency operation licenses or otherwise

disseminating untrue or inaccurate information when soliciting customers and organizing tours,

(ii) conducting any false publicity to mislead customers, (iii) arranging visits to or participation

in any project or activity in violation of PRC laws and regulations or social morality, (iv)

organizing tours at unreasonably low price to induce or cheat tourists, or obtaining unlawful

profits such as kickbacks, and (v) changing or ceasing scheduled itineraries without reasons

and forcing the tourists to participate in other activities against the will of tourists.

The travel industry is subject to the supervision of Ministry of Culture and Tourism of the

PRC, and its local counterparts. The principal regulations governing travel agencies in China

include the Travel Agency Regulations (《旅行社條例》) and the Implementing Rules of

Travel Agency Regulations (《旅行社條例實施細則》). Under these regulations, a travel

agency must obtain a license from the state tourism administration to conduct outbound travel

business, and a license from the provincial-level tourism administration to conduct domestic

and inbound travel agency business. Our PRC subsidiary, Beijing Jingtang International Travel

Agency Limited, has obtained a license covering outbound, inbound travel business and

domestic travel agency business but has not yet carried out relevant business.

Except for licenses and permits, we are also subject to various legal obligations as

distributors of certain products. For example, under relevant PRC laws, we, as distributors of

cosmetics, are obliged to check whether the cosmetics we sell online have been issued the

requisite permits, certificates or filings in relation to the production or import of such products

and whether such products have passed the quality inspection before they are sold.

Regulation Relating to Product Quality, Advertising and Consumer Protection

The Product Quality Law (《產品質量法》), promulgated in 1993 and subsequently

amended in July 2000, August 2009 and December 2018, applies to all production and sale

activities in China. Pursuant to this law, products offered for sale must satisfy relevant quality

and safety standards. Enterprises may not produce or sell counterfeit products in any way,

including forging brand labels or giving false information regarding a product’s manufacturer.

Violations of state or industrial standards for health and safety and any other related violations

may result in civil liabilities and administrative penalties, such as compensation for damages,

fines, suspension or shutdown of business, as well as confiscation of products illegally

produced and sold and the proceeds from such sales. Severe violations may subject the

responsible individual or enterprise to criminal liabilities. Where a defective product causes

personal injury or damage to another person’s property, the victim may claim compensation

from the manufacturer or from the seller of the product. If the seller pays compensation and

it is the manufacturer that should bear the liability, the seller has a right of recourse against the

manufacturer. Similarly, if the manufacturer pays compensation and it is the seller that should

bear the liability, the manufacturer has a right of recourse against the seller.

The principal regulations governing promotion and advertising activities in China include

the PRC Anti-Unfair Competition Law (《中華人民共和國反不正當競爭法》) promulgated in

1993 and amended in 2017, the PRC Pricing Law (《中華人民共和國價格法》) promulgated
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in 1997, and the PRC Advertising Law (《中華人民共和國廣告法》) promulgated in 1994 and

subsequently amended in April 2015 and October 2018. Under the PRC Advertising Law,

advertising operators and advertising distributors will be subject to more stringent

requirements and obligations. For example, entities or individuals shall not send

advertisements to customers’ telephones, mobile or email accounts without the customers’

consents or requests, and any advertisement containing any kind of misleading, false or

inaccurate information with respect to product quality, constituents, functionality, price, sales

performance or other features will be deemed as deceptive advertising and will subject the

advertising operators and distributors to penalties more severe than those under the original

law. In addition, the PRC Anti-Unfair Competition Law further imposes stringent requirements

on various promotional activities, such as prize-giving sales and bundling sales. Violation of

these requirements may result in penalties, including fines, confiscation of advertising income,

orders to cease dissemination of the advertisements, and orders to publish a correction to the

misleading information.

The Consumer Protection Law (《消費者權益保護法》) promulgated by the National

People’s Congress Standing Committee in October 1993 and subsequently amended in August

2009 and October 2013 sets out the obligations of business operators and the rights and

interests of the consumers in China. Pursuant to this law, business operators must guarantee

that the commodities they sell satisfy the requirements for personal or property safety, provide

consumers with authentic information about the commodities, and guarantee the quality,

function, usage and term of validity of the commodities. Failure to comply with the Consumer

Protection Law may subject business operators to civil liabilities such as refunding purchase

prices, replacement of commodities, repairing, ceasing damages, compensation, and restoring

reputation, and even subject the business operators or the responsible individuals to criminal

penalties when personal damages are involved or if the circumstances are severe. The

Consumer Protection Law was further amended in October 2013 and became effective in

March 2014. The amended Consumer Protection Law further strengthens the protection of

consumers and imposes more stringent requirements and obligations on business operators,

especially on the business operators through the internet. For example, the consumers are

entitled to return the goods (except for certain specific goods, such as custom-made goods,

fresh and perishable goods) within seven days upon receipt without any reasons when they

purchase the goods from business operators on the internet. The consumers whose interests

have been damaged due to their purchase of goods or acceptance of services on online

marketplace stores may claim damages from sellers or service providers. Moreover, if business

operators deceive consumers when selling products or providing services, they should not only

compensate consumers for their losses, but also pay additional damages equal to three times

the price of the goods or services. If business operators knowingly sell defective products to

the consumers and such products cause death of the consumers or other victims or cause severe

damage to the health of the consumers or other victims, they should not only compensate

victims for their loss, but also pay additional damages up to twice of the victims’ loss.

We are subject to the above laws and regulations as an online distributor of commodities

and believe that we are currently in compliance with these regulations in all material aspects.
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Regulation Relating to Cybersecurity

The National People’s Congress Standing Committee promulgated the Cybersecurity Law

(《中華人民共和國網絡安全法》)on November 7, 2016, which took effect from June 1, 2017.

Construction, operation, maintenance and use of networks within the territory of the PRC will

be subject to the law. Network operators in the PRC are required to perform the following

obligations to ensure cyber security under a graded system of cyber security protection: (i)

formulating internal security management systems and operation manual, to specify the person

in charge of cyber security and to define responsibilities in cyber security protection; (ii) taking

technical measures to prevent computer virus, network attacks, network intrusions and other

activities that endanger cyber security; (iii) taking technical measures to monitor and record

network operation and cyber security status, and maintaining relevant logs for no less than six

months as required; (iv) taking measures such as data classification, and backup and encryption

of important data, etc.; and (v) performing other obligations required by relevant laws and

administrative regulations.

In addition, the Cybersecurity Law specifies that network products and services shall

satisfy the mandatory requirements set forth in applicable national standards. Any provider of

network products or services shall not install malwares. In case of identifying any cyber

security risk such as security defect or bug, relevant product/service provider is required to

take immediate remedial actions, timely inform users of the risk, and report the event to the

competent authority.

Furthermore, the Cybersecurity Law systematically specifies requirements on user

information protection applicable to network operator, and requires that a network operator

should establish and improve its user information protection system. Network operators shall

collect, store, and use individual information with consent from such individuals by lawful and

proper means on a necessary basis. Network operators cannot collect individual user

information that is not relevant to the services it provides, or distort or destroy individual

information collected by it. Network operators are prohibited from disclosing without

permission or selling individual information unless individual specifics are unidentifiable or

retrievable. In addition, a network operator shall strengthen its management of information

released by its users. If it founds any information that is prohibited by laws and administrative

regulations from release or transmission, it shall immediately cease transmission of such

information, and take measures such as deletion of relevant information to prevent

dissemination of the same, and shall keep relevant record, and report the event to competent

authorities. Also, a network operator is required to establish network information security

complaint and reporting mechanisms, and to release the complaint and reporting channels to

promptly accept and settle complaints and reports concerning network information security.

The Cybersecurity Law also introduces the concept of “Critical Information Infrastructure

(CII)”, and imposes a higher level of cyber security protection obligations on the CII operators.

For example, a CII operator is generally required to store in the PRC personal information and

important business data collected and generated during its business operations within the PRC.

Failure to comply with this requirement may lead to the confiscation of illegal gains, fines,
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revocation of the business permit or even the business license. In addition, pursuant to the

Cybersecurity Law, critical network equipment and dedicated network security products may

not be made available in China market until they pass the security tests or verification by

accredited evaluation agencies.

The Measures for Cyber Security Review (《網絡安全審查辦法》) was issued on April

13, 2020 and came into effect on June 1, 2020. According to the Measures for Cyber Security

Review, a critical information infrastructure operator, before purchasing network products and

services, shall prejudge the national security risks that may arise after the products and services

are put into use. If such products and services will or may affect national security, the operator

shall apply for cyber security review to the cyber security review office.

On January 23, 2019, the Office of the Central Cyberspace Affairs Commission and other

three authorities jointly issued the Circular on the Special Campaign of Correcting Illegal

Collection and Usage of Personal Information via Apps (《關於開展App違法違規收集使用個
人信息專項治理的公告》). Pursuant to this 2019 circular, (i) App operators are prohibited

from collecting any personal information irrelevant to the services provided by such operator;

(ii) information collection and usage policy should be presented in a simple and clear way, and

such policy should be consented by the users voluntarily; (iii) authorization from users should

not be obtained by coercing users with default or bundling clauses or making consent a

condition of a service. App operators violating such rules can be ordered by authorities to

correct its incompliance within a given period of time, be reported in public; or even suspend

its operation for rectification or cancel its business license or operational permits. On

November 28, 2019, SAMR, the Office of the Central Cyberspace Affairs Commission, MIIT

and the Ministry of Public Security jointly issued the Measures for the Determination of the

Collection and Use of Personal Information by Apps in Violation of Laws and Regulations

(《APP違法違規收集使用個人信息行為認定方法》), which provides guidance for the

regulatory authorities to identify the illegal collection and use of personal information through

mobile apps, and for the app operators to conduct self-examination and self-correction and for

other participants to voluntarily monitor compliance.

The Provisions on the Cyber Protection of Children’s Personal Information (《兒童個人
信息網絡保護規定》) issued by the Cyberspace Administration of China came into effect on

October 1, 2019, which requires, among others, that network operators who collect, store, use,

transfer and disclose personal information of children under the age of 14 shall establish

special rules and user agreements for the protection of children’s personal information, inform

the children’s guardians in a noticeable and clear manner, and shall obtain the consent of the

children’s guardians.

In June 13, 2019, the Cyberspace Administration of China released the draft Measures on

Security Assessment of the Cross-Border Transfer of Personal Information (《個人信息出境安
全評估辦法(徵求意見稿)》), requiring any cross-border transfer of any personal information

data collected by domestic network service operators during the course of their operations shall

apply for prior assessment and consent by the local competent network information security
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authority. The Cyberspace Administration of China completed the solicitation of comments on
such draft measures on July 13, 2019, while here are still substantial uncertainties about what
official measures will be promulgated and when will such official measures be enacted.

Regulation Relating to Online Transaction

In January 26, 2014, the former State of Administration of Industry and Commerce
released the Administrative Measures for Online Transactions (《網絡交易管理辦法》), or the
Online Transaction Measures, which took effect in March 2014. Under the Online Transaction
Measures, online business operators, online service providers and operators of third-party
transaction platforms are required to register with SAMR or its local branches and obtain a
business license, except where such business operator is an individual who does not have
business license but has completed the registration of his or her true name through certain
third-party transaction platforms. When selling products to, or providing services for,
consumers, online business operators and service providers are required to disclose to
consumers their business address and contact details, quantities, quality, and prices or fees of
the goods or services, duration and manner of performance, methods of payment, product
return and replacement policy, safety precautions and risk warnings, after-sales services, civil
liabilities and other information according to the Online Transaction Measures. Online
business operators and service providers are also required to procure the security and reliability
of the transactions, and provide the products or services consistent with their commitments.
Our PRC subsidiaries and consolidated VIE, which are online business operators and service
providers, are subject to the Online Transaction Measures.

In August 2018, the National People’s Congress Standing Committee promulgated the
E-Commerce Law (《電子商務法》), which took effect in January 2019. The E-Commerce
Law proposes a series of requirements on e-commerce operators, including third-party
e-commerce platform operators, registered product or service providers of platforms, and
product or services providers operating through a self-built website or any other network. For
example, the E-Commerce Law requires e-commerce operators to respect and equally protect
consumers’ legitimate rights and provide options to consumers without targeting their personal
characteristics, and also requires e-commerce operators to clearly point out to consumers their
tie-in sales in which additional services or products are added by merchants to a purchase, and
not to assume consumers’ consent to such tie-in sales by default. The E-Commerce Law also
organized rules on e-commerce contact execution and performance between e-commerce
product/service providers and customers.

Regulation Relating to Mobile Applications

On June 28, 2016, the Cyberspace Administration of China promulgated the Regulations
for the Administration of Mobile Internet Application Information Services (《移動互聯網應
用程序信息服務管理規定》), which came into effect on August 1, 2016, requiring Internet
content providers who provide information services through mobile Internet applications, or
“apps”, to:

• verify the real identities of registered users through mobile phone numbers or other
similar channels;
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• establish and improve procedures for protection of user information;

• establish and improve procedures for information content censorship;

• ensure that users are given adequate information concerning an app, and are able to

choose whether an app is installed and whether or not to use an installed app and its

functions;

• respect and protect intellectual property rights; and

• keep records of users’ logs for 60 days.

If an Internet content provider who provides information services through apps violates

these regulations, the internet apps service provider may, through its app store where the

Internet content provider distributes its apps, issue warnings to such Internet content provider,

suspend the release of or terminate the sale of the apps of such Internet content provider, and

keep the relevant records and/or report the violations to governmental authorities.

Regulations Relating to Leasing

Pursuant to the Law on Administration of Urban Real Estate (《城市房地產管理法》),

when leasing premises, the lessor and lessee are required to enter into a written lease contract,

containing such provisions as the leasing term, use of the premises, rental and repair liabilities,

and other rights and obligations of both parties. Both lessor and lessee are also required to

register the lease with the real estate administration department. If the lessor and lessee fail to

go through the registration procedures, both lessor and lessee may be subject to fines.

According to the Contract Law (《合同法》), the lessee may sublease the leased premises

to a third party, subject to the consent of the lessor. Where the lessee subleases the premises,

the lease contract between the lessee and the lessor remains valid. The lessor is entitled to

terminate the lease contract if the lessee subleases the premises without the consent of the

lessor. In addition, if the lessor transfers the premises, the lease contract between the lessee and

the lessor will still remain valid.

Pursuant to the Property Law (《物權法》), if a mortgagor leases the mortgaged property

before the mortgage contract is executed, the previously established leasehold interest will not

be affected by the subsequent mortgage; and where a mortgagor leases the mortgaged property

after the creation and registration of the mortgage interest, the leasehold interest will be

subordinated to the registered mortgage.

Regulation Relating to Intellectual Property Rights

Patent. Patents in the PRC are principally protected under the Patent Law (《專利法》).

The duration of a patent right is either 10 years or 20 years from the date of application,

depending on the type of patent right.
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Copyright. Copyright in the PRC, including copyrighted software, is principally protected

under the Copyright Law (《著作權法》) and related rules and regulations. Under the

Copyright Law, the term of protection for copyrighted software is 50 years. In addition, the

Regulations on the Protection of Rights to Information Network Communication (《信息網絡
傳播權保護條例》) promulgated by the State Council on May 18, 2006 (as amended in 2013),

provides specific rules on fair use, statutory license, and a safe harbor for use of copyrights and

copyright management technology and specifies the liabilities of various entities for violations,

including copyright holders, libraries and internet service providers.

Trademark. Registered trademarks are protected under the Trademark Law (《商標法》)

and related rules and regulations. Trademarks are registered with the Trademark Office of

National Intellectual Property Administration under SAMR. Where registration is sought for a

trademark that is identical or similar to another trademark which has already been registered

or given preliminary examination and approval for use in the same or similar category of

commodities or services, the application for registration of such trademark may be rejected.

Trademark registrations are effective for a renewable ten-year period, unless otherwise

revoked.

Domain Names. Domain names are protected under the Administrative Measures on the

Internet Domain Names (《互聯網域名管理辦法》) promulgated by MIIT. MIIT is the major

regulatory body responsible for the administration of the PRC internet domain names, under

supervision of which the China Internet Network Information Center (中國互聯網絡信息中心)

is responsible for the daily administration of .cn domain names and Chinese domain names. In

November 2017, MIIT promulgated the Notice of the Ministry of Industry and Information

Technology on Regulating the Use of Domain Names in Providing Internet-based Information

Services, (《工業和信息化部關於規範互聯網信息服務使用域名的通知》), which became

effective on January 1, 2018. Pursuant to the notice, the domain name used by an internet-based

information service provider in providing internet-based information services must be

registered and owned by such provider in accordance with the law.

Regulations on Tax

Enterprise Income Tax

The PRC enterprise income tax, or EIT, is calculated based on the taxable income

determined under the applicable EIT Law and its implementation rules, which became effective

on January 1, 2008 and was amended on February 24, 2017 and December 29, 2018,

respectively. The EIT Law imposes a uniform enterprise income tax rate of 25% on all resident

enterprises in China, including FIEs. The EIT Law and its implementation rules permit “high

and new technology enterprises” to benefit from a preferential enterprise income tax rate of

15% subject to these high and new technology enterprises meeting certain qualification

criteria.
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Value-Added Tax

Pursuant to the PRC Provisional Regulations on Value-Added Tax (《增值稅暫行條例》)

and its implementation regulations, unless otherwise specified by relevant laws and

regulations, any entity or individual engaged in the sales of goods, provision of processing,

repairs and replacement services and importation of goods into China is generally required to

pay a value-added tax, or VAT, for revenues generated from sales of products, while qualified

input VAT paid on taxable purchase can be offset against such output VAT.

On March 23, 2016, the MOF and the SAT jointly issued the Circular on the Pilot Program

for Overall Implementation of the Collection of Value Added Tax Instead of Business Tax,

(《關於全面推開營業稅改徵增值稅試點的通知》), or Circular 36, which took effect on May

1, 2016. Pursuant to the Circular 36, all of the companies operating in construction, real estate,

finance, modern service or other sectors which were required to pay business tax are required

to pay VAT, in lieu of business tax. The default applicable VAT rate is 6%, except: (i) for real

estate sale, land use right transferring and providing service of transportation, postal sector,

basic telecommunications, construction, real estate lease, the applicable VAT rate is 11%; (ii)

for providing lease service of tangible property, the applicable VAT rate is 17%; and (iii) for

specific cross-bond activities, the applicable VAT rate is zero.

In April 2018, the MOF and the SAT jointly promulgated the Circular of the Ministry of

Finance and the State Administration of Taxation on Adjustment of Value-Added Tax Rates

(《財政部、稅務總局關於調整增值稅稅率的通知》), or the Circular 32, according to which

(i) for VAT taxable sales acts or importation of goods originally subject to value-added tax rates

of 17% and 11%, respectively, such tax rates shall be adjusted to 16% and 10%, respectively;

(ii) for purchase of agricultural products originally subject to deduction rate of 11%, such

deduction rate shall be adjusted to 10%; (iii) for purchase of agricultural products for the

purpose of production and sales or consigned processing of goods subject to tax rate of 16%,

such tax shall be calculated at the deduction rate of 12%; (iv) for exported goods originally

subject to tax rate of 17% and export tax refund rate of 17%, the export tax refund rate shall

be adjusted to 16%; and (v) for exported goods and cross-border taxable acts originally subject

to tax rate of 11% and export tax refund rate of 11%, the export tax refund rate shall be adjusted

to 10%. Circular 32 became effective on May 1, 2018 and shall supersede any previously

existing provisions in the case of any inconsistency.

In March 2019, the MOF, the SAT and the General Administration of Customs jointly

promulgated the Announcement on the Policies for Furtherance of the Reform of Value-Added

Tax (《關於深化增值稅改革有關政策的公告》), or the Announcement 39, according to which:

(i) for VAT taxable sales acts or importation of goods originally subject to value-added tax rates

of 16% and 10%, respectively, such tax rates shall be adjusted to 13% and 9%, respectively;

(ii) for purchase of agricultural products originally subject to deduction rate of 10%, such

deduction rate shall be adjusted to 9%; (iii) for purchase of agricultural products for the

purpose of production and sales or consigned processing of goods subject to tax rate of 13%,

such tax shall be calculated at the deduction rate of 10%; (iv) for exported goods and labor

originally subject to tax rate of 16% and export tax refund rate of 16%, the export tax refund
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rate shall be adjusted to 13%; and (v) for exported goods and cross-border taxable acts

originally subject to tax rate of 10% and export tax refund rate of 10%, the export tax refund

rate shall be adjusted to 9%. Announcement 39 became effective on April 1, 2019 and

superseded then existing provisions which were inconsistent with Announcement 39.

Therefore, from May 1, 2018 to March 31, 2019, the VAT tax rates of our PRC subsidiaries

changed from 17% to 16% on product sales. After April 1, 2019, the VAT tax rates of our PRC

subsidiaries changed from 16% to 13% on product sales. VAT tax rate of our service revenue

remains to be the same as that before May 1, 2018, which is 6%. We are also subject to

surcharges on VAT payments in accordance with PRC law.

Regulation Relating to Dividend Withholding Tax

The EIT Law and its implementation rules provide that since January 1, 2008, an

enterprise income tax rate of 10% will normally be applicable to dividends declared to

non-PRC resident investors which do not have an establishment or place of business in the

PRC, or which have such establishment or place of business but the relevant income is not

effectively connected with the establishment or place of business, to the extent such dividends

are derived from sources within the PRC.

Pursuant to the Arrangement Between the Mainland of China and the Hong Kong Special

Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal

Evasion with Respect to Taxes on Incomes (《內地和香港特別行政區關於對所得避免雙重徵
稅和防止偷漏稅的安排》), or the Double Tax Avoidance Arrangement and other applicable

PRC laws, if a Hong Kong resident enterprise is determined by the competent PRC tax

authority to have satisfied the relevant conditions and requirements under such Double Tax

Avoidance Arrangement and other applicable laws, the 10% withholding tax on the dividends

the Hong Kong resident enterprise receives from a PRC resident enterprise may be reduced to

5%. However, based on the Circular on Certain Issues with Respect to the Enforcement of

Dividend Provisions in Tax Treaties (《國家稅務總局關於執行稅收協定股息條款有關問題的
通知》), or the SAT Circular 81, issued on February 20, 2009 by the SAT, if the relevant PRC

tax authorities determine, in their discretion, that a company benefits from such reduced

income tax rate due to a structure or arrangement that is primarily tax-driven, such PRC tax

authorities may adjust the preferential tax treatment. Furthermore, the Administrative Measures

for Non-Resident Taxpayer to Enjoy Treatments under Tax Treaties (《非居民納稅人享受稅收
協定待遇管理辦法》), or SAT Circular 60, which became effective in November 2015, require

that non-resident enterprises which satisfy the criteria for entitlement to tax treaty benefits

may, at the time of tax declaration or withholding declaration through a withholding agent,

enjoy the tax treaty benefits, and be subject to ongoing administration by the tax authorities.

In the case where the non-resident enterprises do not apply to the withholding agent to claim

the tax treaty benefits, or the materials and the information stated in the relevant reports and

statements provided to the withholding agent do not satisfy the criteria for entitlement to tax

treaty benefits, the withholding agent should withhold tax pursuant to the provisions of the

PRC tax laws. The SAT issued the Announcement of State Taxation Administration on

Promulgation of the Administrative Measures on Non-resident Taxpayers Enjoying Treaty

Benefits (國家稅務總局關於發佈《非居民納稅人享受協定待遇管理辦法》的公告), the SAT
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Circular 35, on October 14, 2019, which became effective on January 1, 2020. The SAT

Circular 35 further simplified the procedures for enjoying treaty benefits and replaced the SAT

Circular 60. According to the SAT Circular 35, no approvals from the tax authorities are

required for a non-resident taxpayer to enjoy treaty benefits, where a non-resident taxpayer

self-assesses and concludes that it satisfies the criteria for claiming treaty benefits, it may

enjoy treaty benefits at the time of tax declaration or at the time of withholding through the

withholding agent, but it shall gather and retain the relevant materials as required for future

inspection, and accept follow-up administration by the tax authorities. There are also other

conditions for enjoying the reduced withholding tax rate according to other relevant tax rules

and regulations. According to the Circular on Several Issues regarding the “Beneficial Owner”

in Tax Treaties (《關於稅收協定中“受益所有人”有關問題的公告》), or Circular 9, which was

issued on February 3, 2018 by the SAT, effective as of April 1, 2018, when determining the

applicant’s status of the “beneficial owner” regarding tax treatments in connection with

dividends, interests or royalties in the tax treaties, several factors, including without limitation,

whether the applicant is obligated to pay more than 50% of its income in twelve months to

residents in third country or region, whether the business operated by the applicant constitutes

the actual business activities, and whether the counterparty country or region to the tax treaties

does not levy any tax or grant tax exemption on relevant incomes or levy tax at an extremely

low rate, will be taken into account, and it will be analyzed according to the actual

circumstances of the specific cases. This circular further provides that applicants who intend

to prove his or her status of the “beneficial owner” shall submit the relevant documents to the

relevant tax bureau according to the Administrative Measures for Non-Resident Enterprises to

Enjoy Treatments under Tax Treaties.

Regulations Relating to Foreign Exchange and Dividend Distribution

Foreign Exchange Regulation

The principal regulations governing foreign currency exchange in China are the Foreign

Exchange Administration Regulations (《外匯管理條例》). Under the PRC foreign exchange

regulations, payments of current account items, such as profit distributions and trade and

service-related foreign exchange transactions, may be made in foreign currencies without prior

approval from SAFE by complying with certain procedural requirements. By contrast, approval

from or registration with appropriate government authorities or banks is required where RMB

is to be converted into foreign currency and remitted out of China to pay capital expenses such

as the repayment of foreign currency denominated loans or foreign currency is to be remitted

into China under the capital account, such as a capital increase or foreign currency loans to our

PRC subsidiaries.

In August 2008, SAFE issued the Circular on the Relevant Operating Issues Concerning

the Improvement of the Administration of the Payment and Settlement of Foreign Currency

Capital of Foreign-Invested Enterprises (《關於完善外商投資企業外匯資本金支付結匯管理有
關業務操作問題的通知》), or SAFE Circular 142, regulating the conversion by a foreign-

invested enterprise of foreign currency registered capital into RMB by restricting how the

converted RMB may be used.
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In addition, SAFE promulgated the Notice on Issues concerning Further Clarifying and

Regulating the Foreign Exchange Administration under Some Capital Accounts (《關於進一步
明確和規範部分資本項目外匯業務管理有關問題的通知》) on November 9, 2011 in order to

clarify the application of SAFE Circular 142. Under these regulations, the RMB capital

converted from foreign currency registered capital of a foreign-invested enterprise may only be

used for purposes within the business scope approved by the applicable government authority

and may not be used for equity investments within the PRC. In addition, SAFE strengthened

its oversight of the flow and use of the RMB capital converted from foreign currency registered

capital of foreign-invested enterprises. The use of such RMB capital may not be changed

without SAFE’s approval, and such RMB capital may not in any case be used to repay RMB

loans if the proceeds of such loans have not been used.

Since SAFE Circular 142 has been in place for more than five years, SAFE decided to

further reform the foreign exchange administration system in order to satisfy and facilitate the

business and capital operations of FIEs, and issued the Circular on the Relevant Issues

Concerning the Launch of Reforming Trial of the Administration Model of the Settlement of

Foreign Currency Capital of Foreign-Invested Enterprises in Certain Areas (《關於在部分地區
開展外商投資企業外匯資本金結匯管理方式改革試點有關問題的通知》), or SAFE Circular

36, on August 4, 2014. This circular suspends the application of SAFE Circular 142 in certain

areas and allows a foreign-invested enterprise registered in such areas with a business scope

covering “investment” to use the RMB capital converted from foreign currency registered

capital for equity investments within the PRC. On April 9, 2015, SAFE released the Notice on

the Reform of the Management Method for the Settlement of Foreign Exchange Capital of

Foreign-invested Enterprises (《關於改個外商投資企業外匯資本金結匯管理方式的通知》),

or SAFE Circular 19, which came into force and superseded SAFE Circular 142 and SAFE

Circular 36 from June 1, 2015. SAFE Circular 19 has made certain adjustments to some

regulatory requirements on the settlement of foreign exchange capital of foreign-invested

enterprises, and some foreign exchange restrictions under SAFE Circular 142 are lifted. Under

SAFE Circular 19, the settlement of foreign exchange by FIEs shall be governed by the policy

of foreign exchange settlement at will. In June 2016, SAFE promulgated the Notice on

Reforming and Standardizing the Administrative Provisions on Capital Account Foreign

Exchange Settlement (《關於改革和規範資本項目結匯管理政策的通知》), or SAFE Circular

16, which removed certain restrictions previously provided under several SAFE circulars in

respect of conversion by an FIE of foreign currency registered capital into RMB and use of

such RMB capital. However, SAFE Circular 19 and SAFE Circular 16 also reiterate that the

settlement of foreign exchange shall only be used for purposes within the business scope of the

FIEs. In October 2019, SAFE issued the Notice of the State Administration of Foreign

Exchange on Further Promoting the Facilitation of Cross-border Trade and Investment (《關
於進一步促進跨境貿易投資便利化的通知》), or SAFE Circular 28, pursuant to which foreign-

invested enterprises whose approved business scope does not include equity investments are

allowed to use their capital funds obtained from foreign exchange settlement to make domestic

equity investments in China, provided that such investments do not violate the Negative List

and the target investment projects are genuine and in compliance with laws.
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In November 2012, SAFE promulgated the Circular of Further Improving and Adjusting

Foreign Exchange Administration Policies on Foreign Direct Investment (《關於進一步改進和
調整直接投資外匯管理政策的通知》), or SAFE Circular 59, which was further amended in

May 2015. Pursuant to this circular, the opening of various special purpose foreign exchange

accounts, such as pre-establishment expenses accounts, foreign exchange capital accounts and

guarantee accounts, the reinvestment of RMB proceeds by foreign investors in the PRC, and

remittance of foreign exchange profits and dividends by a foreign-invested enterprise to its

foreign shareholders no longer require the approval or verification of SAFE, and multiple

capital accounts for the same entity may be opened in different provinces, which was not

possible previously. In addition, SAFE promulgated the Circular on Printing and Distributing

the Provisions on Foreign Exchange Administration over Domestic Direct Investment by

Foreign Investors and the Supporting Documents (關於印發《外國投資者境內直接投資外匯管
理規定》及配套文件的通知) in May 2013, which was further revised in 2015, 2018 and 2019,

which specify that the administration by SAFE or its local branches over direct investment by

foreign investors in the PRC shall be conducted by way of registration and banks shall process

foreign exchange business relating to the direct investment in the PRC based on the registration

information provided by SAFE and its branches.

SAFE Circular 37

SAFE promulgated the Circular on Relevant Issues Concerning Foreign Exchange

Control on Domestic Residents’ Offshore Investment and Financing and Roundtrip Investment

through Special Purpose Vehicles (《關於境內居民通過特殊目的公司境外融資及返程投資外
匯管理有關問題的通知》), or SAFE Circular 37, on July 4, 2014, which replaced the former

circular commonly known as “SAFE Circular 75” promulgated by SAFE on October 21, 2005.

SAFE Circular 37 requires PRC residents to register with local branches of SAFE in connection

with their direct establishment or indirect control of an offshore entity, for the purpose of

overseas investment and financing, with such PRC residents’ legally owned assets or equity

interests in domestic enterprises or offshore assets or interests, referred to in SAFE Circular 37

as a “special purpose vehicle.” SAFE Circular 37 further requires amendment to the

registration in the event of any significant changes with respect to the special purpose vehicle,

such as increase or decrease of capital contributed by PRC individuals, share transfer or

exchange, merger, division or other material event. In the event that a PRC shareholder holding

interests in a special purpose vehicle fails to fulfill the required SAFE registration, the PRC

subsidiaries of that special purpose vehicle may be prohibited from making profit distributions

to the offshore parent and from carrying out subsequent cross-border foreign exchange

activities, and the special purpose vehicle may be restricted in its ability to contribute

additional capital into its PRC subsidiary. Furthermore, failure to comply with the various

SAFE registration requirements described above could result in liability under PRC law for

evasion of foreign exchange controls. On February 13, 2015, SAFE released SAFE Circular 13,

which became effective from June 1, 2015. According to this notice, local banks shall examine

and handle foreign exchange registration for overseas direct investment, including the initial

foreign exchange registration and amendment registration, under SAFE Circular 37. Beneficial

owners of the special purpose vehicle who are PRC citizens are also required to make annual

filing with the local banks regarding their overseas direct investment status.
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Mr. Vincent Wenbin Qiu and Mr. Junhua Wu have completed initial filings with the local

counterpart of SAFE relating to their investments in us. However, we may not be aware of the

identities of all our beneficial owners who are PRC residents. In addition, we do not have

control over our beneficial owners and cannot assure you that all of our PRC resident beneficial

owners will comply with SAFE Circular 37 and its implementation rules, including relevant

annual filing requirement. The failure of our beneficial owners who are PRC residents to

register or amend their SAFE registrations in a timely manner pursuant to SAFE Circular 37

or the failure of future beneficial owners of our company who are PRC residents to comply

with the registration procedures set forth in SAFE Circular 37 may subject such beneficial

owners or our PRC subsidiaries to fines and legal sanctions. Failure to register or comply with

relevant requirements may also limit our ability to contribute additional capital to our PRC

subsidiaries or receive dividends or other distributions from our PRC subsidiaries or other

proceeds from disposal of our PRC subsidiaries, or we may be penalized by SAFE.

Share Option Rules

Under the Administration Measures on Individual Foreign Exchange Control (《個人外
匯管理辦法》) issued by the PBOC on December 25, 2006, all foreign exchange matters

involved in employee share ownership plans and share option plans in which PRC citizens

participate require approval from SAFE or its authorized branch. Pursuant to SAFE Circular

37, PRC residents who participate in share incentive plans in overseas non-publicly-listed

companies may submit applications to SAFE or its local branches for the foreign exchange

registration with respect to offshore special purpose companies. In addition, SAFE issued the

Circular of SAFE on Issues Concerning the Administration of Foreign Exchange Used for

Domestic Individuals’ Participation in Equity Incentive Plans of Overseas Listed Companies

(《關於境內個人參與境外上市公司股權激勵計劃外匯管理有關問題的通知》), or SAFE

Circular 7 in 2012. Pursuant to SAFE Circular 7, employees, directors, supervisors, and other

senior officers who participate in any equity incentive plan of publicly-listed overseas

companies and who are PRC citizens or non-PRC citizens residing in China for a consecutive

period of no less than one year, subject to a few exceptions, are required to register with SAFE

or its local branches through a domestic qualified agent, which could be a PRC subsidiary of

such overseas listed companies, and complete other procedures with respect to the equity

incentive plan. In addition, the PRC agent is required to amend SAFE registration with respect

to the equity incentive plan if there is any material change to the equity incentive plan, the PRC

agent or other material changes. The PRC agent must, on behalf of these individuals who have

the right to exercise the employee share options, apply to SAFE or its local branches for an

annual quota for the payment of foreign currencies in connection with these individuals’

exercise of the employee share options. Such individuals’ foreign exchange income received

from the sale of stocks and dividends distributed by the overseas listed company and any other

income shall be fully remitted into a collective foreign currency account in China opened and

managed by the PRC subsidiaries of the overseas listed company or the PRC agent before

distribution to such individuals. Shanghai Baozun Wujiang Branch has completed SAFE

registration under SAFE Circular 7 on behalf of the participants to our share incentive plans.
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Regulations Relating to Employment

The Labor Contract Law (《勞動合同法》) and its implementation rules provide
requirements concerning employment contracts between an employer and its employees.
Pursuant to the Labor Contract Law, a written labor contract is required when an employment
relationship is established between an employer and an employee. An employer is obligated to
sign a labor contract with an employee with an indefinite term if the employer continues to
employ the employee after two consecutive fixed-term labor contracts. The Labor Contract
Law and its implementation rules also require compensation to be paid upon certain
terminations. Other labor-related regulations and rules of the PRC stipulate the maximum
number of working hours per day and per week as well as the minimum wages. An employer
is required to set up occupational safety and sanitation systems, implement the national
occupational safety and sanitation rules and standards, educate employees on occupational
safety and sanitation, prevent accidents at work and reduce occupational hazards.

On December 28, 2012, the Labor Contract Law was amended to impose more stringent
requirements on labor dispatch which became effective on July 1, 2013. Pursuant to the
amended PRC Labor Contract Law, the dispatched contract workers shall be entitled to equal
pay for equal work as a fulltime employee of an employer, and they shall only be engaged to
perform temporary, ancillary or substitute works, and an employer shall strictly control the
number of dispatched contract workers so that they do not exceed certain percentage of total
number of employees. According to the Labor Dispatch Provisions (《勞務派遣暫行規定》),
promulgated by the Ministry of Human Resources and Social Security on January 24, 2014,
which became effective on March 1, 2014, (i) the number of dispatched contract workers hired
by an employer should not exceed 10% of the total number of its total employees (including
both directly hired employees and dispatched contract workers); and (ii) in the case that the
number of dispatched contract workers exceeds 10% of the total number of its employees at the
time when the Labor Dispatch Provisions became effective (i.e., March 1, 2014), the employer
shall formulate a plan to reduce the number of its dispatched contract workers to below the
statutory cap prior to March 1, 2016.

Enterprises in China are required by PRC laws and regulations to participate in certain
employee benefit plans, including social insurance funds, namely a pension plan, a medical
insurance plan, an unemployment insurance plan, a work-related injury insurance plan and a
maternity insurance plan, and a housing provident fund, and contribute to the plans or funds
in amounts equal to certain percentages of salaries, including bonuses and allowances, of the
employees as specified by the local government from time to time at locations where they
operate their businesses or where they are located. According to the Social Insurance Law
(《社會保險法》), an employer that fails to make social insurance contributions may be
ordered to pay the required contributions within a stipulated deadline and be subject to a late
fee. If the employer still fails to rectify the failure to make social insurance contributions
within the stipulated deadline, it may be subject to a fine ranging from one to three times the
amount overdue. According to the Regulations on Management of Housing Fund (《住房公積
金管理條例》), an enterprise that fails to make housing fund contributions may be ordered to
rectify the noncompliance and pay the required contributions within a stipulated deadline;
otherwise, an application may be made to a local court for compulsory enforcement.
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