
LAWS AND REGULATIONS RELATING TO PRODUCING AND SELLING OUR
PRODUCTS

Regulations on Food Safety

According to the Food Safety Law of the PRC (《中華人民共和國食品安全法》, the

“Food Safety Law”), as promulgated by the Standing Committee of the National People’s

Congress (the “SCNPC”) on February 28, 2009 and latest amended on April 29, 2021, and the

Implementing Regulations of the Food Safety Law of the PRC (《中華人民共和國食品安全法
實施條例》, the “Implementing Regulations of the Food Safety Law”), as promulgated by

the State Council on July 20, 2009 and latest amended on October 11, 2019, food producers and

business operators shall, in accordance with laws, regulations and food safety standards,

engage in production and business operation activities, establish a sound food safety

management system, and take effective measures to prevent and control food safety risks, thus

ensuring food safety.

According to the Food Safety Law and the Implementing Regulations of the Food Safety

Law, food safety standards are mandatory standards, and other than food safety standards, no

food mandatory standard shall be formulated. The health administrative department under the

State Council shall, in concert with the food safety administration under the State Council, be

responsible for the formulation and release of national food safety standards. For local special

foods without national food safety standards, the health administrative departments of the

people’s governments of provinces, autonomous regions and municipalities directly under the

Central Government may formulate and publish local food safety standards and submit the

same to the health administrative department under the State Council for filing.

The State encourages food producers to formulate corporate standards that are stricter

than the national or local food safety standards. Such corporate standards apply to such

producers and shall be reported to the health administrative department of the people’s

governments of provinces, autonomous regions and municipalities directly under the Central

Government for filing. The health administrative departments of the people’s governments at

the provincial level or above shall promulgate on their respective websites the national and

local food safety standards and corporate standards formulated and filed for inquiry and

downloading by the public free of charge.

Regulations on Food Production and Sale

According to the Food Safety Law and the Implementing Regulations of the Food Safety

Law, the State implements a licensing system for food production and sales. However, no

license is required for the sale of edible agricultural product and pre-packaged food. Food

operators that only sell pre-packaged food are not required to obtain the food operation license,

and it shall report to the food safety regulatory department of the local people’s government

at or above the county level for the record.
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According to the Administrative Measures of Food Production Licensing (《食品生產許
可管理辦法》) promulgated by the State Administration for Market Regulation (the “SAMR”)
on January 2, 2020 and took effect on March 1, 2020, entities involved in food production in
China shall obtain the food production license. The food production license is valid for five
years and is subject to the “one entity, one license” principle. According to the Administrative
Measures for Food Operation License (《食品經營許可管理辦法》) promulgated by the State
Food and Drug Administration on August 31, 2015, and latest amended on November 17, 2017
and became effective from the same day, entities involved in food operation and catering
service in China shall obtain the food operation license which is valid for 5 years. Applications
of food operation license shall be filed according to food operators’ types of operation and
classification of operation projects.

Regulations on Grain Operation

The Administrative Regulation of Grain Circulation (《糧食流通管理條例》) which was
issued by the State Council on May 26, 2004 and latest amended on February 15, 2021 and
came into effect on April 15, 2021, sets the requirements of purchasing, sales, storage,
transportation, processing activities of grain, including wheat, paddy, corn, miscellaneous
cereals and their finished grains products.

According to the Administrative Regulation of Grain Circulation, enterprises engaged in
gain procurement shall file its name, address, responsible person, storage facilities and other
information with the grain and reserve administrative department of the people’s government
at the county level in the place of purchase for record, and shall promptly update the filing if
the filing information changes. Grain purchasers purchasing grain shall implement the national
grain quality standards, judge the price according to quality, and must not harm the interests
of farmers and other grain producers. In addition, the storage facilities used by grain purchasers
and enterprises engaged in grain storage shall meet the requirements of the relevant standards
and technical specifications for grain storage and shall have the storage conditions appropriate
to the variety, quantity and period of storage. The enterprises engaged in gain production shall
meet the conditions and requirements set out in food safety laws, regulations and standards and
shall be responsible for the safety of the food it produces. The enterprises engaged in the sales
of grain shall strictly comply with national standards and other relevant standards of grain
quality.

Regulations on Food Labeling Management

According to the Food Safety Law, pre-packaged food shall be labeled. The labels shall
include the following items: (1) name, specification, net weight, and production date; (2)
content or ingredient table; (3) name, address, and contact information of the producer; (4) best
before date; (5) the standards code of the product; (6) storage conditions; (7) generic names of
food additives used under the national standards; (8) the number of food production license;
and (9) other items that are required by laws, regulations and food safety standards. Food
operators shall sell food in accordance with the warning marks, warning specifications or
cautions stated on the labels thereof. Accordingly, the health administrative department under
the State Council issued on April 20, 2011, and implemented on April 20, 2012, the General
Principles of Pre-packaged Food Labeling of National Food Safety Standard (GB 7718-2011)
(《食品安全國家標準預包裝食品標籤通則》(GB 7718-2011)).
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Regulations on Online Retail Business

According to the E-Commerce Law of the PRC (《中華人民共和國電子商務法》) which

was promulgated by the SCNPC on August 31, 2018 and became effective on January 1, 2019,

e-commerce operators refer to natural persons, legal persons and unincorporated organizations

that engage in business activities of selling commodities or offering services through the

internet and other information networks, including e-commerce platform operators, intra-

platform business operators and other e-commerce operators that sell commodities or offer

services through a self-built website or other network services. An e-commerce operator shall,

in business operation, abide by the principles of voluntariness, equality, fairness and good

faith, observe the law and business ethics, fairly participate in market competition, perform

obligations in aspects including protection of consumer rights and interests, environment,

intellectual property rights, cybersecurity and individual information, assume responsibility for

quality of products or services and accept the supervision by the government and the public.

E-commerce operators shall complete the market entity registration (unless no such

registration is required by laws and administrative regulations) and obtain the relevant

administrative licenses for conducting those operational activities which are required by law to

obtain administrative licenses. Commodities sold or services offered by e-commerce operators

shall meet the requirements to protect personal and property safety and the environmental

protection requirements, and e-commerce operators shall not sell or provide any commodity or

service prohibited by laws and administrative regulations. E-commerce operators shall

(including without limitation): (i) continuously display its business license information and

administrative license, or relevant information which indicates that it does not need to

complete the market entity registration in a prominent position on its homepage; (ii) disclose

information about commodities or services in a comprehensive, truthful, accurate and timely

manner so as to safeguard the consumers’ right to know and right of choice; (iii) deliver

commodities or services according to its commitment or the ways and time limits as agreed

upon with consumers, and bear the risks and responsibilities when commodities are in transit;

and (iv) bring the tie-in sales of commodities or services to consumers’ attention in significant

manner and shall not set tie-in commodities or services as default options. Where an

e-commerce operator ceases to engage in e-commerce business, it shall continuously announce

relevant information in a prominent position on its homepage 30 days in advance.

According to the Administrative Measures for the Supervision on Online Trading (《網
絡交易監督管理辦法》) which was promulgated by the SAMR on March 15, 2021 and became

effective on May 1, 2021, e-commerce operators shall obtain relevant administrative licenses

required by law.
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LAWS AND REGULATIONS RELATING TO PRODUCT QUALITY AND CONSUMER
PROTECTION

Regulations on Product Quality

The Product Quality Law of the PRC (《中華人民共和國產品質量法》), which was
promulgated by the SCNPC on February 22, 1993 and latest amended on December 29, 2018
is the principal governing law relating to the supervision and administration of product quality.
It clarified liabilities of the manufactures and sellers. Manufacturers shall be responsible for
the quality of their products. If a defect in a product causes physical injury or damage to
property other than the defective product, the manufacturers shall bear liability for
compensation, unless they are able to prove that: (1) the product has not been put into
circulation; (2) the defects causing injuries or damage did not exist at the time when the
product was circulated; or (3) the science and technology at the time when the product was
circulated were at a level incapable of detecting the defects. A seller shall pay compensation
if it fails to indicate neither the manufacturer nor the supplier of the defective product. A person
who is injured or whose property is damaged by the defects in the product may claim for
compensation from the manufacturer or the seller.

Regulations on Consumer Protection

According to the Consumer Protection Law of the PRC (《中華人民共和國消費者權益保
護法》) (the “Consumer Protection Law”) which was promulgated by the SCNPC on
October 31, 1993 and latest amended on October 25, 2013, where business operators sell
commodities on the internet, on television, over telephone, or by mail order, consumers shall
have the right to return the commodities within seven days of receipt of them without cause,
subject to certain exceptions. Moreover, consumers are entitled to the protection of their
personal safety and property security at the time of purchase and use of goods and receipt of
services. Violations of the Consumer Protection Law may result in the imposition of fines, the
suspension of operation, the revocation of business license or even criminal liability of the
business operators.

Competition Law

In accordance with the PRC Anti-Unfair Competition Law (《中華人民共和國反不正當
競爭法》) (the “Anti-Unfair Competition Law”) which was promulgated by the SCNPC on
September 2, 1993 and amended on November 4, 2017 and April 23, 2019, when trading in the
market, business operators should abide by the principles of voluntariness, equality, fairness,
honesty and credibility, and abide by laws and recognized business ethics. Unfair competition
means a business operator, in violation of the Anti-Unfair Competition Law, disrupts the
competition order and infringes the legitimate rights and interests of other business operators
or consumers. When the legitimate rights and interests of a business operator are damaged by
unfair competition, it may start a lawsuit in the People’s Court. In contrast, if a business
operator violates the provisions of the Anti-Unfair Competition Law, engages in unfair
competition and causes damage to another business operator, it shall be liable for damages. If
the damage suffered by the business operator is difficult to assess, the amount of damages shall
be the profit obtained by the infringer through the infringement. The infringer shall also bear
all reasonable expenses paid by the infringed business operator to stop the infringement.

REGULATORY OVERVIEW

– 121 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.



Price Law and Control on Grain Prices

According to the Price Law of the PRC (《中華人民共和國價格法》) (the “Price Law”)

which was promulgated by the SCNPC on December 29, 1997 and became effective on May 1,

1998, business operators should observe the principles of fairness, lawfulness and good faith

when they determine the prices. The production and operation costs and the market supply and

demand situation should be the fundamental basis for the business operators to determine the

price. When selling or purchasing goods and providing services, the business operator shall

clearly indicate the price and indicate the name, origin of production, specifications, grade,

valuation unit, price or service item, charging standards and other related particulars in

accordance with the requirements of the competent government price department. Business

operators shall not sell the goods at a price beyond the marked price or charge unspecified fees

on top of price indicated. In addition, business operators shall not take illegitimate pricing

actions, such as colluding with others to manipulate market prices and damaging the legitimate

rights and interests of other business operators or consumers. Any business operator engaged

in the act of illegitimate pricing acts stipulated by the Price Law shall be ordered to make

corrections, have the illegal income be confiscated, and may be imposed a fine of no more than

five times of its illegal income. In serious circumstances, the business operator will be ordered

to suspend operations while rectification is being carried out or the administration for industry

and commerce will revoke its business license. In addition, any business operator who causes

consumers or other operators to pay higher prices due to illegal pricing acts should refund the

overpaid portion; if any damage is caused, it shall be liable for compensation according to law.

Any business operator who violates the provisions on clearly marked price shall be ordered to

make corrections, have the illegal income be confiscated, and may be imposed a fine of no

more than RMB5,000.

According to the Administrative Regulation of Grain Circulation, grain prices are mainly

formed by market supply and demand. The State strengthens grain circulation management and

enhances the ability to control the grain market. The relevant departments of the State Council

are responsible for monitoring and early warning analysis of the grain market supply and

demand situation, improving the monitoring and early warning system, improving the grain

supply and demand sampling system, the release of grain production, consumption, prices,

quality, and other information. When grain prices rise significantly or are likely to rise

significantly, the State Council and the people’s governments of provinces, autonomous

regions, and municipalities directly under the Central Government may take price intervention

measures in accordance with the Price Law.

Advertisement Law

According to the Advertisement Law of the PRC (中華人民共和國廣告法) (the

“Advertisement Law”), which was promulgated by the SCNPC on October 27, 1994, latest

amended on April 29, 2021, advertisements should not contain false statements or deceive or

mislead consumers. An advertisement shall be prohibited from using “national”, “highest”,

“best”, or other similar words. The data, statistics, investigation results, excerpts, quotations
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and other citations used in an advertisement shall be true and accurate, with the sources

indicated. If any citation has a scope of application or a term of validity, the scope of

application or term of validity shall be clearly indicated.

The Administrative Measures for Online Advertising (《互聯網廣告管理辦法》), which

was promulgated by the SAMR and came into effect on May 1, 2023, provides that the online

advertisers are responsible for the authenticity of the content of advertisements and all online

advertisements must be marked “Advertisement” so that viewers can easily identify them as

such.

On November 5, 2020, the SAMR promulgated the Guiding Opinions of the State

Administration for Market Regulation on Strengthening the Regulation of Online

Livestreaming Marketing Activities (《市場監管總局關於加強網絡直播營銷活動監管的指導
意見》, the “Guiding Opinion”), which promulgated that commodity operators selling

commodities or providing services through online live-streaming shall abide by the relevant

laws and regulations, and establish and implement system for inspection and acceptance of the

purchased goods. It is not allowed to use online live-streaming to sell goods or services whose

production or sale is prohibited by laws and regulations; it is not allowed to use online

live-streaming to release commercial advertisements whose publication in mass media is

prohibited by laws and regulations; and it is not allowed to use online live-streaming to sell

goods or services whose trading is prohibited on the Internet. On March 25, 2022, the

Cyberspace Administration of China (國家互聯網信息辦公室, the “CAC”), the SAT and the

SAMR jointly issued the Opinions on Further Regulating the Profit-making Behavior of Online

Live Streaming to Promote the Healthy Development of the Industry (《關於進一步規範網絡
直播營利行為促進行業健康發展的意見》), which put forward some detailed requirements for

market entities related to online live-streaming services to further regulate the relevant

behaviors and maintain the market order, which shows a strengthening regulatory trend on

online live streaming and e-commerce platforms. In addition, On March 25, 2022, the CAC, the

SAMR and the SAT jointly issued the Notice on Carrying out the Special Action of “Qinglang

• Rectification of Chaos in the Field of Online Live Streaming and Short Video” (《關於開展
“清朗 • 整治網絡直播、短視頻領域亂象”轉型行動的通知》), which launched a special

rectification campaign against illegal behaviors in the online live streaming and short video

industries, including false propaganda, tax avoidance and other outstanding problems.

LAWS AND REGULATIONS ON LAND AND THE DEVELOPMENT OF
CONSTRUCTION PROJECTS

Regulations on Land Grants

According to the Land Administration Law of PRC (《中華人民共和國土地管理法》, the

“Land Administration Law”), as promulgated by the SCNPC on June 25, 1986, latest

amended on August 26, 2019, the land can be classified by use into agricultural land,

construction land, and unused land. The construction land can be further classified into

state-owned and collectively managed construction land, and land users may obtain the land

use right of the construction land according to the Land Administration Law.
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Regulations on Planning of a Construction Project

According to the Urban and Rural Planning Law of the PRC (《中華人民共和國城鄉規
劃法》), as promulgated by the SCNPC on October 28, 2007, latest amended on April 23, 2019,
a construction work planning permit must be obtained from the competent urban and rural
planning government authority for the construction of any structure, fixture, road, pipeline or
other engineering projects within an urban or rural planning area.

After obtaining a construction work planning permit, subject to certain exceptions, a
construction enterprise must apply for a construction work commencement permit from the
construction authority under the local people’s government at the county level or above in
accordance with the Construction Law of the PRC (《中華人民共和國建築法》) promulgated
by the SCNPC, on November 1, 1997 and latest amended on April 23, 2019.

According to the Rules on the Administration of Construction Quality (《建設工程質量
管理條例》) which was promulgated by the State Council on January 30, 2000 and latest
amended on April 23, 2019, and the Administrative Measures for Filing of the Inspection and
Acceptance on Construction Completion of Buildings and Municipal Infrastructures (《房屋建
築和市政基礎設施工程竣工驗收備案管理辦法》) which was promulgated by the former
Ministry of Construction on April 4, 2000 and latest amended on October 19, 2009, upon the
completion of a construction project, the construction enterprise must submit an application to
the competent department in the people’s government at the county level or above where the
project is located, for examination and for filing purposes; and to obtain the filing form for
acceptance and examination upon completion of the construction project.

LAWS AND REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION

Pursuant to the Environmental Protection Law of the PRC (《中華人民共和國環境保護
法》) promulgated on December 26, 1989 and became effective on the same day, latest
amended on April 24, 2014 and became effective on January 1, 2015, the waste discharge
licensing system has been implemented in the PRC and entities that discharge wastes shall
obtain a Waste Discharge License (排污許可證). Furthermore, facilities for the prevention and
control of pollution at a construction project shall be designed, constructed and put into
operation simultaneously with the major construction works of the construction project.

Pursuant to the Environmental Impact Assessment Law of the PRC (《中華人民共和國環
境影響評價法》) promulgated on October 28, 2002, became effective on September 1, 2003
and latest amended on December 29, 2018, the State implements administration by
classification on the environmental impact of construction projects according to the level of
impact on the environment. The construction unit shall prepare an environmental impact report
or an environmental impact form or complete an environmental impact registration form (the
“Environmental Impact Assessment Documents”) for reporting and filing purposes. If the
Environmental Impact Assessment Documents of a construction project have not been
reviewed by the approving authority in accordance with the law or have not been granted
approval after the review, the construction unit is prohibited from commencing construction
works.
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Pursuant to the Interim Measures on Administration of Environmental Protection for
Acceptance Examination Upon Completion of Construction Projects (《建設項目竣工環境保
護驗收暫行辦法》) which was promulgated on November 20, 2017 and came into effect on the
same day, the construction unit is the responsible party for the acceptance of the environmental
protection facilities for the completion of the construction project, and shall, in accordance
with the procedures and standards stipulated in relevant regulations, organize the acceptance
of the environmental protection facilities, prepare the acceptance report, disclose the relevant
information, accept social supervision, ensure that the environmental protection facilities to be
constructed for the construction project are put into operation or used at the same time as the
main project, and be responsible for the content, conclusion and public information of the
acceptance. The construction unit shall be responsible for the truthfulness, accuracy and
completeness of the acceptance content, conclusions and information disclosed, and shall not
falsify the acceptance process. The major construction works of the construction project cannot
be put into operation until the supporting facilities for environmental protection pass the
inspection.

Pursuant to the Law of the PRC on Prevention and Control of Environmental Pollution
Caused by Solid Wastes (《中華人民共和國固體廢物污染環境防治法》) which was
promulgated on October 30, 1995 and latest amended on April 29, 2020 and came into effect
on September 1, 2020, the construction of projects which discharge solid waste and the
construction of projects for storage, use and treatment of solid waste shall be carried out upon
the appraisal regarding their effects on the environment and comply with the relevant state
regulations concerning the management of environmental protection in respect of construction
projects. The necessary supporting facilities for the prevention and control of environmental
pollution caused by solid wastes as specified in the environmental impact assessment
documents of the construction project shall be designed, constructed and put into operation
simultaneously with the major construction works of the construction project.

Pursuant to the Law of the PRC on Prevention and Treatment of Water Pollution (《中華
人民共和國水污染防治法》) which was promulgated on May 11, 1984, latest amended on June
27, 2017, and came into effect on January 1, 2018, the environmental impact assessment shall
be conducted on new construction, reconstruction and construction expansion projects or other
installations on water which directly or indirectly discharge pollutants into the water according
to law. The water pollution prevention and treatment facilities of a construction project must
be designed constructed and put into operation simultaneously with the major construction
works of the construction project. The water pollution prevention and treatment facilities shall
comply with the requirements of approved or filed environmental impact assessment
documents.

The Administrative Measures on Licensing of Urban Sewage Discharging into Drainage
Network (《城鎮污水排入排水管網許可管理辦法》), which was promulgated by the Ministry
of Housing and Urban-rural Development on January 22, 2015, latest amended on December
1, 2022 and came into effect on February 1, 2023, provides that enterprises, institutions and
individual industrial and commercial households engaging in industry, construction, catering
industry, medical industry and discharging sewage into the urban drainage network must apply
for and obtain a License for Urban Drainage (排水許可證).
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LAWS AND REGULATIONS ON DATA SECURITY AND CYBER SECURITY

Regulations on Data Security

On June 10, 2021, the SCNPC promulgated the Data Security Law of the PRC (《中華
人民共和國數據安全法》) (the “Data Security Law”), which took effect on September 1,

2021. The Data Security Law introduces a data classification and hierarchical protection

system based on the materiality of data in economic and social development, as well as the

degree of harm it will cause to national security, public interests, or legitimate rights and

interests of persons or entities when such data is tampered with, destroyed, divulged, or

illegally acquired or used. It also provides for a security review procedure for the data activities

which may affect national security. Violation of Data Security Law may subject the relevant

entities or individuals to warnings, fines, suspension of operations, revocation of permits or

business licenses, or even criminal liabilities.

According to the Measures on Security Assessment of Cross-border Data Transfer (《數
據出境安全評估辦法》, the “Security Assessment Measures”), which was promulgated by the

the Cyberspace Administration of China (國家互聯網信息辦公室, the “CAC”) on July 7, 2022

and came into effect on September 1, 2022, data processors shall apply for cross-border

security assessment with the CAC through the local provincial-level cyberspace administration

department under any of the following circumstances: (i) cross- border transfer of important

data by data processors; (ii) cross-border transfer of personal information by critical

information infrastructure operators and data processors that process more than 1 million

personal information; (iii) cross-border transfer of personal information by data processors that

have made cross-border transfer of personal information of 100,000 people or sensitive

personal information of 10,000 people cumulatively since January 1 of the previous year; and

(iv) other circumstances where an application for security assessment of cross-border data

transfer is required as prescribed by the CAC.

Regulations on Cyber Security

The Cyber Security Law of the PRC (《中華人民共和國網絡安全法》) (the “Cyber
Security Law”), which was promulgated on November 7, 2016 and came into effect on June

1, 2017, requires that when constructing and operating a network, or providing services

through a network, technical measures and other necessary measures shall be taken in

accordance with laws, administrative regulations and the compulsory requirements set forth in

national standards to ensure the secure and stable operation of the network, to effectively cope

with cyber security events, to prevent criminal activities committed on the network, and to

protect the integrity, confidentiality and availability of network data.

The Cyber Security Law sets high requirements for the operational security of facilities

deemed to be part of the PRC’s “critical information infrastructure” (關鍵信息基礎設施).

According to the Cyber Security Law, critical information infrastructure refers to critical

information infrastructure that will, in the event of destruction, loss of function or data leak,
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result in serious damage to national security, national economy and people’s livelihood, or

public interest. Specific reference is made to key industries including, but not limited to, public

communications and information services, energy, transportation, irrigation, finance, public

services and e-government.

The Cyber Security Law emphasizes that any individuals and organizations that use

networks should not endanger network security or use networks to engage in unlawful

activities such as those endangering national security, economic order and social order or

infringing the reputation, privacy, intellectual property rights and other lawful rights and

interests of others. Network operators or providers of network products or services may be

subject to rectifications, warnings, fines, confiscation of illegal gains, revocation of licenses,

cancellation of qualifications, closedown of websites or even criminal liabilities for violations

of the provisions and requirements under the Cyber Security Law.

On December 28, 2021, thirteen government departments including the CAC jointly

issued the Cybersecurity Review Measures (2021) (《網絡安全審查辦法(2021)》) which came

into effect on February 15, 2022. The Cybersecurity Review Measures provide that, to ensure

the security of the supply chain of critical information infrastructure and safeguard national

security, a cybersecurity review is required when national security has been or may be affected

where critical information infrastructure operators (關鍵信息基礎設施運營者) purchase

network product or service and network platform operators (網絡平台運營者) process data.

When an operator in possession of personal information of over one million users applies for

a listing abroad (國外上市), it must apply to the CAC for a cybersecurity review.

On July 30, 2021, the State Council promulgated the Security Protection Regulations for

Critical Information Infrastructure (《關鍵信息基礎設施安全保護條例》) (the “CII
Regulations”), which became effective on September 1, 2021. Pursuant to the CII Regulations,

“critical information infrastructures” refers to important network facilities and information

systems of key industries such as, among others, public communications and information

services, energy, transportation, irrigation, finance, public services, e-government and science,

technology and industry for national defense, as well as other important network facilities and

information systems that may seriously endanger national security, national economy and

citizen’s livelihood and public interests if they are damaged or suffer from malfunctions, or if

any leakage of data in relation thereto occurs. Such regulation further supports our view that

we should not be recognized as an operator of “critical information infrastructure”. The CII

Regulations also stipulates the procedures for determining critical information infrastructure.

It provides that competent authorities shall promulgate detailed rules in designating critical

information infrastructure, identify critical information infrastructure in the relevant industries,

and notify operators of such critical information infrastructure in a timely manner. As of the

Latest Practicable Date, we had not received any notification from relevant regulatory

authorities of identifying us as a Critical Information Infrastructure Operator.
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As of the Latest Practicable Date, (i) we had not been notified by any PRC government

authorities of being classified as a Critical Information Infrastructure Operators, so we do not

have to apply for the cybersecurity review which is applicable for Critical Information

Infrastructure Operators when procuring internet products and services that affect or may affect

national security; (ii) our PRC Legal Adviser conducted consultation via the hotline published

by the CAC on a named basis on behalf of us on March 6, 2023 with the officer of the China

Cybersecurity Review Technology and Certification Center (中國網絡安全審查技術與認證中
心) (the “CCRC”). As advised by our PRC Legal Adviser, the CCRC is a competent authority

for this consultation, as it is entrusted with acceptance and review of application materials by

the Cybersecurity Review Office under the CAC and to set up a hotline for consultation

regarding the cybersecurity review, according to the official announcement by the CAC. Based

on such consultation, the Cybersecurity Review Measures (2021) do not require enterprises

seeking listing in Hong Kong to take the initiative to apply for a cybersecurity review, as Hong

Kong is part of PRC and does not belong to the “foreign country” as stipulated in the

Cybersecurity Review Measures (2021) even though we possess personal information of more

than one million persons; (iii) we have disclosed our [REDACTED] plan in Hong Kong to

CCRC in such consultation and as of the date of this document, we have not received any

objection for our [REDACTED] plan in Hong Kong or any notification relating to

cybersecurity by any relevant authority; and (iv) we have not received any inquiry, notice,

warning from any PRC government authorities, and have not been subject to any investigation,

sanctions or penalties made by any PRC government authorities regarding national security

risks caused by our business operations or the [REDACTED].

Furthermore, as to the factors set out in Article 10 of the Cybersecurity Review Measures

(2021), (i) we have not been identified as a Critical Information Infrastructure Operator by any

relevant authority, and we are in compliance regarding data security, cybersecurity and

personal information protection with Chinese laws, administrative regulations and

departmental rules in all material aspects, and therefore, as advised by our PRC Legal Adviser,

items (i) to (iv) of Article 10 of the Cybersecurity Review Measures (2021) do not apply to us;

(ii) as of the Latest Practicable Date, based on the public search of our PRC Legal Adviser and

to the best knowledge of us, no data processed by us has been included into the effective

catalogue of important data or core data published by the relevant authority. In addition, we

have formulated a comprehensive management system for data security and dedicated

significant resources to ensure data security. During the Track Record Period, no data leakage

from our Company occurred. Therefore, our PRC Legal Adviser is of the view that there is no

obvious evidence of any occurrence of any event that may constitute the “risk of theft, leakage

or damage of core data, important data or a large amount of personal information, or illegal use

of such information or illegal cross-border transfer of such information” under item (v) of

Article 10 of the Cybersecurity Review Measures (2021) up to the Latest Practicable Date; and

(iii) as advised by our PRC Legal Adviser, based on the consultation with CCRC, item (vi) of

Article 10 does not apply to us because [REDACTED] in Hong Kong should not be deemed

as [REDACTED] on a foreign stock exchange. Based on the foregoing, our Directors and our

PRC Legal Adviser are of the view that the likelihood of our business operations or the

[REDACTED] being deemed as affecting national security based on the factors set out in

Article 10 of the Cybersecurity Review Measures (2021) is remote.
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On November 14, 2021, the CAC promulgated the Network Data Security Management

Regulations (《網絡數據安全管理條例(徵求意見稿)》) (the “Draft Regulations”), which

provides that data processors listing in Hong Kong which affects or may affect national

security shall apply for cybersecurity review. The deadline for comments for the Draft

Regulations was December 13, 2021. As of the Latest Practicable Date, the Draft Regulations

had not been officially approved and there is no clear timeline for the Draft Regulations to be

approved. The Draft Regulations stipulate that data processing activities carried out through

networks as well as the supervision and regulation of network data security within the territory

of the PRC should be subject to the Draft Regulations. As we process data through networks

within the territory of the PRC, our PRC Legal Adviser is of the view that the Draft Regulations

may be applicable to us if they are implemented in their current form.

As of the Latest Practicable Date, we had neither been involved in any investigations on

cybersecurity review conducted by the CAC nor received any warning or sanctions in this

regard. In addition, we have adopted internal measures regarding data security and personal

information protection to ensure compliance with relevant laws and regulations. Based on the

foregoing, our Directors and our PRC Legal Adviser is of the view that we would be able to

comply with the Draft Regulations and the Cybersecurity Review Measures (2021) in all

material aspects and the Draft Regulations and the Cybersecurity Review Measures (2021) will

not have any material adverse effect on our business operations or the [REDACTED],

assuming the Draft Regulations are fully adopted and implemented in the current form. Based

on the independent due diligence conducted by the Joint Sponsors and having considered the

views and basis of the Directors and the PRC Legal Adviser as disclosed above, nothing has

come to the Joint Sponsors’ attention that would reasonably cause them to cast doubt on the

reasonableness of our Directors’ and the PRC Legal Adviser’s views in any material aspect.

However, given the Cybersecurity Review Measures (2021) were recently promulgated, and

the Draft Regulations have not come into effective as of the Latest Practicable Date, there are

uncertainties as to the interpretation, application and enforcement of the Cybersecurity Review

Measures (2021) and the Draft Regulations. We will closely monitor the legislative process and

seek guidance from relevant regulatory authorities in a timely manner to ensure our compliance

with relevant laws and regulations applicable to us.

LAWS AND REGULATIONS RELATING TO FOREIGN INVESTMENT IN THE PRC

Regulations on Foreign Investment

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

Special Administrative Measures (Negative List) for Access of Foreign Investment (2021

version) (《外商投資准入特別管理措施(負面清單)(2021年版)》) (the “Negative List”), and

the Catalogue of Industries for Encouraging Foreign Investment (2022 version) (《鼓勵外商投
資產業目錄(2022年版)》) (the “Encouraging List”). The Negative List, which came into

effect on January 1, 2022, sets out special administrative measures (restricted or prohibited) in

respect of the access of foreign investments in a centralized manner, and the Encouraging List

which came into effect on January 1, 2023, sets out the encouraged industries for foreign

investment. The Negative List does not set any special administrative measures for the access
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of foreign investment in the food industry. For the agriculture industry, the Negative List

provides that: (1) the Chinese party shall have a stake of not less than 34%, in the case of

selection and cultivation of new wheat varieties or production of seeds, or a controlling stake,

in the case of selection and cultivation of new corn varieties or production of seeds; (2)

investment in the research, development, and raising or cultivation of any valuable or fine

variety which is rare and peculiar to China or the production of relevant propagation materials

(including fine genes in planting, animal husbandry, or aquaculture) shall be prohibited; and,

(3) investment in the selection and cultivation of a genetically modified variety of any crop,

breeding stock, or broodstock or the production of genetically modified seeds (offspring) of it

shall be prohibited. Our Directors and our PRC Legal Adviser are of the view that the

Company’s products and business scope are not prohibited or restricted by the Negative List,

because the Company’s products are pantry staple food, and the production or sale of pantry

staple food does not fall within the scope of the Negative List. Based on the independent due

diligence conducted by the Joint Sponsors and having taken into account the Directors’

assessment and the views and basis of the PRC Legal Adviser as disclosed above, nothing has

come to the Joint Sponsors’ attention that would reasonably cause them to cast doubt on the

reasonableness of our Directors’ and the PRC Legal Adviser’s above views in any material

aspect.

Regulations on Foreign-Invested Enterprises

On December 29, 1993, the SCNPC issued the PRC Company Law (《中華人民共和國公
司法》) (the “Company Law”), which was lasted amended on October 26, 2018. The

Company Law regulates the establishment, operation and management of corporate entities in

China and classifies companies into limited liability companies and limited companies by

shares. According to the Foreign Investment Law of the PRC (《中華人民共和國外商投資
法》) promulgated by the NPC on March 15, 2019, and came into effect on January 1, 2020,

the state shall implement the management systems of pre-establishment national treatment and

negative list for foreign investment, and shall give national treatment to foreign investment

beyond the negative list. Simultaneously, Sino-foreign Equity Joint Ventures of the PRC (《中
華人民共和國中外合資經營企業法》), the Wholly Foreign-owned Enterprises Law of the PRC

(《中華人民共和國外資企業法》) and the Sino-foreign Cooperative Joint Ventures of the PRC

(《中華人民共和國中外合作經營企業法》) have been repealed since January 1, 2020.

On December 26, 2019, the State Council promulgated the Regulations on Implementing

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

came into effect on January 1, 2020. Simultaneously, the Regulations on Implementing the

Sino-Foreign Equity Joint Venture of the PRC (《中華人民共和國中外合資經營企業法實施條
例》), the Provisional Regulations on the Duration of Sino-Foreign Equity Joint Venture (《中
外合資經營企業合營期限暫行規定》), the Regulations on Implementing the Wholly Foreign-

owned Enterprise Law of the PRC (《中華人民共和國外資企業法實施細則》) and the

Regulations on Implementing the Sino-foreign Cooperative Joint Venture of the PRC (《中華
人民共和國中外合作經營企業法實施細則》) have been repealed since January 1, 2020.
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According to the Measures for the Reporting of Foreign Investment Information (《外商
投資信息報告辦法》), which was promulgated by the Ministry of Commerce of the PRC (the

“MOFCOM”) and the SAMR on December 30, 2019 and came into effect on January 1, 2020

and simultaneously replaced the Interim Measures for the Recordation Administration of the

Incorporation and Change of Foreign-Invested Enterprises (《外商投資企業設立及變更備案管
理暫行辦法》), for carrying out investment activities directly or indirectly in PRC, the foreign

investors or foreign-invested enterprises shall submit investment information to the commerce

authorities pursuant to these measures.

LAWS AND REGULATIONS RELATING TO EMPLOYMENT AND SOCIAL
SECURITY

Regulations on Employment

The major PRC laws and regulations that govern employment relationship are the Labor
Law of the PRC (《中華人民共和國勞動法》), or the Labor Law (promulgated by the SCNPC
on July 5, 1994, came into effect on January 1, 1995 and latest revised on December 29, 2018),
the Labor Contract Law of the PRC (《中華人民共和國勞動合同法》) or the Labor Contract
Law (promulgated by the SCNPC on June 29, 2007 and became effective on January 1, 2008,
and amended on December 28, 2012 and became effective on July 1, 2013) and the
Implementation Rules of the Labor Contract Law of the PRC (《中華人民共和國勞動合同法
實施條例》) (issued by the State Council on September 18, 2008 and came into effect on the
same day). According to the aforementioned laws and regulations, labor relationships between
employers and employees must be executed in written form. The laws and regulations above
impose stringent requirements on the employers in relation to entering into fixed-term
employment contracts, hiring of temporary employees and dismissal of employees. As
prescribed under the laws and regulations, employers shall ensure their employees have the
right to rest and the right to receive wages no lower than the local minimum wages. Employers
must establish a system for labor safety and sanitation that strictly abides by state standards and
provide relevant education to its employees. Violations of the Labor Contract Law and the
Labor Law may result in the imposition of fines and other administrative liabilities and/or incur
criminal liabilities in the case of serious violations.

Regulations on Social Insurance

According to the Social Insurance Law of the PRC (《中華人民共和國社會保險法》),
which was issued by the SCNPC on October 28, 2010 and revised on December 29, 2018,
enterprises and institutions in the PRC shall provide their employees with welfare schemes
covering pension insurance, unemployment insurance, maternity insurance, occupational
injury insurance, medical insurance and other welfare plans. According to the Social Insurance
Law of PRC, employers must carry out social insurance registration at the local social
insurance agency, provide social insurance and pay or withhold the relevant social insurance
premiums for or on behalf of employees. For employers failing to conduct social insurance
registration, the administrative department of social insurance shall order them to make
corrections within a prescribed time limit; if they fail to do so within the time limit, employers
shall have to pay a penalty over one time but no more than three times of the amount of the
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social insurance premium payable by them. Where an employer fails to pay social insurance
premiums in full or on time, the social insurance premium collection agency shall order it to
pay or make up the balance within a prescribed time limit, and shall impose a daily late fee at
the rate of 0.05% of the outstanding amount from the due date; if still failing to pay within the
time limit prescribed, a fine of one time to three times the amount in default will be imposed
on them by the relevant administrative department. Meanwhile, the Interim Regulation on the
Collection and Payment of Social Insurance Premiums (《社會保險費徵繳暫行條例》) issued
by the State Council on January 22, 1999 and amended on March 24, 2019 prescribes the
details concerning the social insurance.

Apart from the general provisions about social insurance, specific provisions on various

types of insurance are set out in the Regulation on Work-Related Injury Insurance (《工傷保
險條例》) which was issued by the State Council on April 27, 2003, came into effect on

January 1, 2004 and revised on December 20, 2010, the Regulations on Unemployment

Insurance (《失業保險條例》) which was issued by the State Council on January 22, 1999 and

came into effect on the same day, the Trial Measures on Employee Maternity Insurance of

Enterprises (《企業職工生育保險試行辦法》), which was issued by the Ministry of Labor on

December 14, 1994 and came into effect on January 1, 1995. Enterprises subject to these

regulations shall provide their employees with the corresponding insurance.

Regulations on Housing Provident Fund

According to the Regulation on the Administration of Housing Provident Fund (《住房
公積金管理條例》), which was implemented on April 3, 1999 and latest amended on March 24,

2019, any newly established entity shall make deposit registration at the housing accumulation

fund management center within 30 days as of its establishment. After that, the entity shall open

a housing accumulation fund account for its employees in an entrusted bank. Within 30 days

as of the date an employee is recruited, the entity shall make deposit registration at the housing

accumulation fund management center and seal up the employee’s housing accumulation fund

account in the bank mentioned above within 30 days from termination of the employment

relationship. Any entity that fails to make deposit registration of the housing accumulation fund

or fails to open a housing accumulation fund account for its employees shall be ordered to

complete the relevant procedures within a prescribed time limit. Any entity failing to complete

the relevant procedure within the time limit will be fined RMB10,000 to RMB50,000. Any

entity that fails to make payment of housing provident fund within the time limit or has a

shortfall in payment of housing provident fund will be ordered to make the payment or make

up the shortfall within the prescribed time limit, otherwise, the housing provident management

center is entitled to apply for compulsory enforcement with the People’s Court.
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LAWS AND REGULATIONS RELATING TO INTELLECTUAL PROPERTY

Regulations on Trademarks

According to the Trademark Law of the PRC (《中華人民共和國商標法》) which was

promulgated on August 23, 1982 and latest amended on April 23, 2019 and came into effect on

November 1, 2019, the Implementation Regulations of the Trademark Law of PRC (《中華人
民共和國商標法實施條例》) which was issued on August 3, 2002 and amended on April 29,

2014, the Trademark Office under the SAMR (the “Trademark Office”) shall handle

trademark registrations and grant a term of ten years to registered trademarks, which may be

renewed for additional ten year period upon request from the trademark owner. The Trademark

Law of the PRC has adopted a “first-to-file” principle with respect to trademark registration.

Where an application for trademark for which application for registration has been made is

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

preliminary examination and approval for use on the same kind of or similar commodities or

services, the application for registration of such trademark may be rejected. Any person

applying for the registration of a trademark may not prejudice the existing right of others, nor

may any person register in advance a trademark that has already been used by another party

and has already gained a “sufficient degree of reputation” through such party’s use. A

trademark registrant may, by entering into a trademark licensing contract, license another party

to use its registered trademark. Where another party is licensed to use a registered trademark,

the licenser shall report the license to the Trademark Office for recordation, and the Trademark

Office shall publish it. An unrecorded license may not be used as a defense against a third party

in good faith.

Regulations on Copyrights

According to the Copyright Law of the PRC (《中華人民共和國著作權法》, the

“Copyright Law”) which was promulgated by the NPCSC on September 7, 1990 and latest

amended on November 11, 2020 and became effective on June 1, 2021, copyright includes

personal rights such as right of publication and right of authorship, as well as property rights

such as reproduction rights and distribution rights. Except as otherwise provided by the

Copyright Law, copying, distributing, performing, projecting, broadcasting, compiling or

editing a work or disseminating the work to the public through information network without

the permission of the copyright owner constitutes a copyright infringement. The infringer shall,

bear civil liabilities such as ceasing the infringement, eliminating the impacts, making an

apology, and compensating for the loss.

Regulations on Patents

According to the Patent Law of the PRC (《中華人民共和國專利法》), promulgated by

the SCNPC on March 12, 1984, latest amended on October 17, 2020 and became effective on

June 1, 2021 and the Implementing Rules of the Patent Law of the PRC (《中華人民共和國專
利法實施細則》), promulgated by the State Council on June 15, 2001, and latest amended on

January 9, 2010 and became effective from February 1, 2010, there are three types of patents
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in the PRC, which are invention patents, utility model patents and design patents. The

protection period of a patent right for invention patents shall be 20 years, the protection period

of a patent right for utility model patents shall be 10 years, and the protection period of design

patent right is 15 years, both commencing from the filing date.

Regulations on Domain Names

According to the Administrative Measures for Internet Domain Names (《互聯網域名管
理辦法》), which was promulgated by the Ministry of Industry and Information Technology of

the PRC (the “MIIT”) on August 24, 2017 and became effective on November 1, 2017, the

MIIT is responsible for supervision and administration of domain name services in the PRC.

Communication administrative bureaus at provincial levels shall conduct supervision and

administration of the domain name services within their respective administrative jurisdictions.

Domain name registration services shall, in principle, be subject to the principle of “first apply,

first register”. A domain name registrar shall, in the process of providing domain name

registration services, ask the applicant for which the registration is made to provide authentic,

accurate and complete identity information on the holder of the domain name and other domain

name registration related information.

LAWS AND REGULATIONS RELATING TO FOREIGN EXCHANGE AND OVERSEAS
INVESTMENT

Pursuant to the Regulations on Foreign Exchange Control of the PRC (《中華人民共和
國外匯管理條例》) promulgated by the State Council on January 29, 1996 and became

effective from April 1, 1996, and latest amended on August 5, 2008 and became effective from

the same date, and relevant regulations, there is no restriction on the recurring international

payment and transfer, and the foreign exchange income and expenses of recurring items (such

as goods trade, income and expenses of service trade and payments of interest and dividends)

should be on true and legal transactions basis, and can be directly undertaken at the bank with

true and valid transaction documents. Foreign exchange income and expenses of capital items

(such as direct equity investment and loans) shall comply with the provisions of relevant laws

and regulations, and where required for approval or registration by relevant regulation from

foreign exchange administration authorities, such approval or registration shall be filed.

Foreign exchange and settlement funds of capital items shall be used for purposes as stipulated

in relevant competent departments and foreign exchange administration authorities.

According to the Notice on Relevant Issue Concerning the Administration of Foreign

Exchange for Overseas Listing (《關於境外上市外匯管理有關問題的通知》) issued by the

State Administration of Foreign Exchange (the “SAFE”) on December 26, 2014 and as

amended by the SAFE Circular 16 (defined below), the domestic companies shall register the

overseas listing with the foreign exchange control bureau located at its registered address in 15

working days after completion of the overseas listing and issuance. The funds raised by the

domestic companies through overseas listing may be repatriated to China or deposited

overseas, provided that the intended use of the fund shall be consistent with the contents of the

document and other public disclosure documents.
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According to the Notice of the SAFE on Reforming the Management Mode of Foreign

Exchange Capital Settlement of Foreign Investment Enterprises (《國家外匯管理局關於改革
外商投資企業外匯資本金結匯管理方式的通知》) (the “SAFE Circular 19”) promulgated on

March 30, 2015, came into effective on June 1, 2015 and as amended by the SAFE Circular 16

(defined below) and partially abolished on December 30, 2019, foreign-invested enterprises

could settle their foreign exchange capital on a discretionary basis according to the actual

needs of their business operations. Whilst, foreign-invested enterprises are prohibited to use

the foreign exchange capital settled in RMB (a) for any expenditures beyond the business scope

of the foreign- invested enterprises or forbidden by laws and regulations; (b) for direct or

indirect securities investment; (c) to provide entrusted loans (unless permitted in the business

scope), repay loans between enterprises (including advances by third parties) or repay RMB

bank loans that have been on-lent to a third party; and (d) to purchase real estates not for

self-use purposes (save for real estate enterprises).

On June 9, 2016, SAFE issued the Notice of the SAFE on Reforming and Standardizing

the Foreign Exchange Settlement Management Policy of Capital Account (《國家外匯管理局
關於改革和規範資本項目結匯管理政策的通知》) (the “SAFE Circular 16”), which came into

effect on the same day. The SAFE Circular 16 provides that discretionary foreign exchange

settlement applies to foreign exchange capital, foreign debt offering proceeds and remitted

foreign listing proceeds, and the corresponding RMB capital converted from foreign exchange

may be used to extend loans to related parties or repay inter-company loans (including

advances by third parties). However, there remain substantial uncertainties with respect to

SAFE Circular 16’s interpretation and implementation in practice.

According to the Circular of the SAFE on Optimizing Foreign Exchange Management

Service in Support of Foreign Business Development (《國家外匯管理局關於優化外匯管理支
持涉外業務發展的通知》) promulgated by the SAFE on April 10, 2020 and became effective

from June 1, 2020, on the premise of ensuring the authentic and compliant use of funds and

complying with the existing regulations on the use of capital income, eligible enterprises are

allowed to use capital income such as capital funds, foreign debts and proceeds from overseas

listing for domestic payments without providing materials to the bank in advance for

authenticity verification on a case-by-case basis. The concerned banks shall follow the

principle of prudent development to control the relevant business risks and conduct post

inspection on the use of funds under capital accounts handled in accordance with relevant

requirements.

LAWS AND REGULATIONS RELATING TO TAXATION

Enterprise Income Tax (“EIT”)

Pursuant to the Enterprise Income Tax Law of the PRC (《中華人民共和國企業所得稅
法》) (the “EIT Law”) promulgated by the SCNPC on March 16, 2007 and amended on

December 29, 2018 and the Implementation Rules of the EIT Law of the PRC (《中華人民共
和國企業所得稅法實施條例》) promulgated by the State Council on December 6, 2007 and

amended on April 23, 2019, a domestic enterprise which is established within the PRC in
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accordance with the laws or established in accordance with any laws of foreign countries

(regions) but with an actual management entity within the PRC shall be regarded as a resident

enterprise. A resident enterprise shall be subject to an EIT of 25% of any income generated

within or outside the PRC. A preferential EIT rate shall be applicable to any key industry or

project which is supported or encouraged by the State. High and new technology enterprises

which are supported by the State may enjoy a reduced EIT rate of 15%. In addition, an

enterprise may enjoy an exemption of EIT for its income from the primary process of

agricultural products.

Value-Added Tax

The major PRC laws and regulations governing value-added tax are the Interim

Regulations on Value-Added Tax of the PRC (《中華人民共和國增值稅暫行條例》) (issued on

December 13, 1993 by the State Council, came into effect on January 1, 1994, and latest

amended on November 19, 2017), and the Implementation Rules for the Interim Regulations

on Value-Added Tax of the PRC (《中華人民共和國增值稅暫行條例實施細則》) (issued on

December 18, 2008 by the Ministry of Finance of the PRC (the “MOF”), came into effect on

the same day and latest amended on October 28, 2011). According to the aforementioned

regulations, any entities and individuals engaged in the sale of goods, supply of processing,

repair and replacement services, and import of goods within the territory of the PRC are

taxpayers of Value-added tax (the “VAT”) and shall pay the VAT in accordance with the law

and regulation. The rate of VAT for sale of goods is 17% unless otherwise specified, such as

the rate of VAT for sale of transportation is 11%. With the VAT reforms in the PRC, the rate

of VAT has been changed several times. The MOF and the State Taxation Administration (the

“STA”) issued the Notice on Adjusting Value-Added Tax Rates (《關於調整增值稅稅率的通
知》) on April 4, 2018 to adjust the tax rates of 17% and 11% applicable to any taxpayer’s VAT

taxable sale or import of goods to 16% and 10%, respectively, which became effective on May

1, 2018. Subsequently, the MOF, the STA and the General Administration of Customs of the

PRC jointly issued the Announcement on Relevant Policies for Deepening the Value-Added

Tax Reform (《關於深化增值稅改革有關政策的公告》) on March 20, 2019 to make a further

adjustment, which came into effect on April 1, 2019. The tax rate of 16% applicable to the VAT

taxable sale or import of goods shall be adjusted to 13%, and the tax rate of 10% applicable

thereto shall be adjusted to 9%.

LAWS AND REGULATIONS RELATING TO OVERSEAS SECURITIES OFFERING
AND LISTING

The China Securities Regulatory Commission (the “CSRC”) promulgated the Trial

Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies

(《境內企業境外發行證券和上市管理試行辦法》) (the “Overseas Listing Trial Measures”)

and five related guidelines on February 17, 2023, which came into effect on March 31, 2023.

The Overseas Listing Trial Measures introduce a new filing regime which requires PRC

domestic companies to register their direct and indirect overseas listings and securities

offerings with the CSRC by filing materials on key compliance issues. The Overseas Listing

Trial Measures provide that overseas listing and offering are explicitly prohibited, if any of the
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following applies: (i) such securities offering and listing are explicitly prohibited by specific

laws and regulations; (ii) the proposed securities offering and listing may endanger national

security as reviewed and determined by competent authorities under the State Council; (iii) the

domestic company or its controlling shareholder(s) and the actual controller, have committed

crimes including corruption, bribery, embezzlement, misappropriation of property or

undermining the order of the socialist market economy in the past three years; (iv) the domestic

company is currently under investigations for suspicion of criminal offenses or major

violations of laws and regulations which have not definitive conclusion; or (v) there are

material ownership disputes over equity held by the domestic company’s controlling

shareholder(s) or by other shareholder(s) that are controlled by the controlling shareholder(s)

and/or actual controller.

The CSRC and other three relevant government authorities promulgated the Provisions on

Strengthening the Confidentiality and Archives Administration of Overseas Securities Offering

and Listing by Domestic Companies (《關於加強境內企業境外發行證券和上市相關保密和檔
案管理工作的規定》) (the “Provision on Confidentiality”) on February 24, 2023, and came

into effect on March 31, 2023. Pursuant to the Provision on Confidentiality, when a domestic

company provides or publicly discloses the documents and materials involving state secrets

and working secrets of state organs to the relevant securities companies, securities service

institutions, overseas regulatory authorities and other entities and individuals, or provides or

publicly discloses such the documents and materials through its overseas listing subjects, it

shall report to the competent department with the examination and approval authority for

approval, and file with the same level secrecy administration department. Domestic companies

providing accounting archives or copies thereof to entities and individuals such as securities

companies, securities service institutions and overseas regulatory authorities shall perform the

relevant procedures according to relevant regulations. The working papers formed within the

territory of the PRC by the securities companies and securities service institutions that provide

related services for the overseas offering and listing of domestic enterprises shall be kept

within the territory of the PRC. Cross-border transferring of such working papers shall go

through the examination and approval formalities in accordance with the relevant regulations.

LAWS AND REGULATIONS RELATING TO FULL CIRCULATION OF H SHARES

According to the Overseas Listing Trial Measures and related guidelines, “Full

circulation” represents the shareholders of domestic unlisted shares of domestic companies,

which directly offer and list securities in overseas markets, converting its domestic unlisted

shares into foreign listed shares circulating in overseas markets. “Full circulation” shall

comply with relevant regulations of the CSRC and the shareholders of domestic unlisted shares

shall entrust the domestic company to report the “Full circulation” with CSRC by filing

materials on key compliance issues, including whether the “Full circulation” has fulfilled

adequate internal decision-making procedures, necessary internal approvals and authorizations,

and whether the “Full circulation” involves approval or filing procedures set out in the laws,

regulations and policies for state-owned asset administration, industry supervision and foreign

investment, and if so, whether such approval or filing procedures have been performed.
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