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Gangtai Holding Is to Acquire over 50% Shares of An International
High-end Jewelry Brand

The major assets restructuring announcements showed that Gansu Gangtai Holding
(Group) Company Limited (SHEx 600687) is acquiring an international high-end jewelry
brand to improve the company’s overall brand image and the capabilities for jewelry
design and development. The target jewelry brand has its self-owned stores and
distributors’ stores in Europe, the U.S. and China. Gangtai Holding is to acquire more
than 50% of the shares of the target jewelry brand to become a controlling shareholder.

Before that, Gangtai Holding had made several acquisitions. The announcements of
Gangtai Holding showed that it had accumulatively acquired 51% of the shares of
Guangzhou Youna Jewelry Co., Ltd. (“Youna Jewelry”) by means of private placement,
and it has become the largest shareholder and actual controller of Youna Jewelry. Youna
Jewelry focuses on the design, R&D, manufacture and sale of high-end jewelry products.
It has the business of 3D printing of jewelry, and its main products are K gold color
jewelry, with the core business of managing the jewelry brand of MYRAY. Youna Jewelry
mainly adopts the sales mode of “online store + offline store” and “society + e-commerce”,
leading the color jewelry amongst online retailers of jewelry. In 2015, Gangtai Holding
acquired 100% shares of Shanghai Lela Commercial Trading Co., Ltd, the owner of the
largest domestic online sale platform of gold and jewelry (www.kela.cn), and reached the
equity cooperation master agreement with Shanghai Manheng Digit Electronics
Technology Company Limited by Shares, which runs the 3D printing of high-end custom
made products (www. 3DCITY.com), to invest Manheng by means of acquiring newly
issued shares and setting up a new company with Manheng. The O20 sales platform
combining online and offline sale of jewelry of Gangtai Holding moving forward quickly.
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MARUBI Was Not Granted Approval For Listing; L Capital Asia’s
Withdrawal Might Delay

On 16t November, China Securities Regulatory Commission (hereinafter refer to ‘CSRC’
issued a public notice, announcing that it refused the application for listing made by
Guangdong MARUBI Biotechnology Co,. Ltd. In the notice, CSRC did not only ask the
issuer to expose its detailed operation mode and the number and the percentage of
market share of its outsourced exclusive shops and self-conducted exclusive shops, etc.
Also, CSRC asked the Sponsor to make contrast analysis between the mode of sell-on-
commission of the issuer and the mode of direct sales, but also ask for a report regarding
whether the issuer is suspected of illegal pyramid selling or is suspected of violating the
Regulations for the Prohibition of Pyramid Selling.

LVMH owned L Capital Asia held 10% share in MARUBI through its 96.75% owned
subsidiary L Capital Guangzhou Beauty Ltd. According the prospectus of MARUBI, L
Capital Asia hoped to decrease 60% to 100% of its share in MARUBI originally. The
reason may be that L Capital Asia is no longer focusing on the industry of cosmetic or
fashion but turning to the industry of hotel and catering in recent years.
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American Apparel Withdraws from Chinese Market

The famous American fashion apparel brand American Apparel announced that it has
applied for bankruptcy protection to the court in Delaware, the U.S. last month and has
started to conduct overall debt re-organization. It has been selling its inventories in the
two stores in Beijing Fangcaodi and sanlitun, which were the last two stores in Mainland
China. The last day of the two stores was this December 18.

American Apparel was established by a Canadian businessman Dov Charney in 1989,
which promoted itself by “made in USA” and sexy promotion. According to recent reports,
the main reasons for its decline are the scandals of the management team, faults in
expansion strategy, lack of innovation and the widely-blamed sexy promotion.
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Mulberry Moves forward in The Chinese Market by Opening New
Stores And Chinese Website

Mulberry Group PLC announced to establish a joint venture, Mulberry (Asia) Ltd., with its
largest shareholder Challice Ltd. to run its business in Mainland China, Hong Kong and
Taiwan. It was reported that Mulberry Group PLC and Challice Ltd. hold 60% and 40% of
Mulberry (Asia) Ltd., respectively. Challice Ltd. is controlled by the Singapore business
giant Ong Beng Seng and his wife Christina Ong. And the fashion retail group Club 21
established by Christina Ong is the distributor of Mulberry and many other luxury brands
in the Asia market.

The initial plans of Mulberry (Asia) Ltd. include opening four stores, developing wholesale
and multi-channel, and opening a Chinese website.
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Guangzhou Intellectual Property Court Ruled in The First Instance
RPM Adopted by GREE Distributors Did Not Constitute Vertical
Monopoly Agreement

On 30 August, Guangzhou Intellectual Property Court reached a first instance decision in
dismissing the lawsuit filed by a retailer of GREE electrical appliances, Dongguan Hengli
Guochang Electrical Appliance Store (“Hengli”, retailer of GREE air conditioner), against a
wholesaler, Dongguan Shengshi Xinxing GREE Trading Ltd. (“Shengshi”, an exclusive
distributor of GREE electronic appliances in Dongguan city) and a general distributor of the
GREE brand of air conditioners, Dongguan Heshi Electrical Appliance (“Heshi”, whole-seller
of Shengshi), alleging vertical monopoly agreements. The court ruled that plaintiff’s tri-party
agreement (“Tri-Party Agreement”) with the two defendants together with other evidence
proved that Shengshi had adopted resale price maintenance (“RPM”), setting the minimum
price of plaintiff's resale of the GREE air conditioners; however, the Tri-Party Agreement did
not constitute vertical monopoly agreement stipulated under paragraph 2 of Article 14 of
China’s Anti-Monopoly Law (“AML”) and Shengshi’s conducts did not constitute monopolistic
activities according to the definition under the AML. The reasons are as follows:

Grounds of decision

From perspective of the competitive
market and consumers, there were not
only foreign brands but also other
domestic brands of air conditioners in the
air conditioner market in Dongguan city
based on common sense. Even Iif
Shengshi fixed the minimum retail price of
GREE air conditioner, the consumers
would still have the opportunity to
purchase other brands of air conditioner.

From the perspective of industry chain,
there was no evidence showed that the
competition relationship in the related
industries of air conditioner was impaired
by fixing the minimum retail price of GREE
air conditioner.

The evidences such as the GREE
advertisement of promoting activities
submitted by Shengshi showed that the
competition in air conditioners in
Dongguan city was sufficient, and GREE
brand did not have a preferential market
share in the air conditioner market in
Dongguan city, not to say a dominant

Main evidences submitted by Shengshi

* Areport called “review and prospect of
China’s air conditioner market: GREE
and Midea accounts for half of the
market share”, showing that there was
a high competition amongst various
brands in china’'s domestic air
conditioners.

* A statement issued by GOME
Dongguan Branch, a well-known
domestic home appliances shopping
mall, that the sales volume of GREE
domestic air conditioner accounts for
less than 2 amongst famous domestic
appliances brands in Dongguan city.

* The promoting advertisements from
2012 to 2015, showing that GREE did
not have a dominant market position in
Dongguan city, and spent a wide
range of advertisement to promote the
sale annually.

* Four statements issued by other
retailers under Shengshi, showing that
the retailers of GREE had the freedom



market position. and right to sell other brands in
accordance with its own needs of

The limitation of the minimum retail price business operation, and they were not

of GREE air conditioners by Shengshi enforced to sell GREE air conditioner

might restrict the price competition only.

amongst the sub-distributors like Hengli

within the same brand of air conditioner. * Photos of the stores of Hengli,

However, Hengli could still compete with showing that Hengli was also selling

other retailers of GREE air conditioner in air conditioners of other brands to

Dongguan city in terms of advertisement make profits.

before sale, promotion and after-sale

services. In other word, there was room for * A advertisement of Skyworth launched

consumers’ choices of purchasing GREE its first air conditioner, showing the

air conditioner in light of the competition high competition in the industry of

amongst the retailers. domestic air conditioner and relative
low threshold, and that it was not

In conclusion, the tri-party agreement difficult for other domestic appliances

amongst the two defendants and the manufacturers to do this business.

plaintiff was not made for the purpose of
excluding or restricting competition, and
there was no effect of excluding or
restricting the competition in the horizontal
air conditioner market or in the related
supplying market of air conditioner.

It is noteworthy that the court adopted the “rule of reason” approach in deciding whether the
vertical agreement is for the purpose of excluding and restricting competition and the effect
of the same in the first instance of this case. However, in the practice of related government
bodies such as development and reform commission, the administrative enforcement
authorities are inclined to take the “per se rule” approach i.e. conducting the prohibited acts
would constitute enforcing the monopoly agreement. The typical cases were the
administrative punishment of huge amount on Maotai and Wuliangye wine due to restricting
the minimum resell price of their distributor. Therefore, although the civil decision was in
favor of the defendants in this case, they might still face the risk of administrative
investigation and punishment.
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The Publishing of Implementation Regulations for The Consumer
Rights Protection Law (draft) And Soliciting Public Comments —— Four
Major Points

The Legislative Affairs Office of the State Council has published /Implementation Regulations
for the Consumer Rights Protection Law (Draft) (Hereinafter referred to as “the Draft”) on
Nov. 16th 2016 to solicit public comments. The Draft is published in order to better refine and
supplement some of the provisions of the new Consumer Rights Protection Law, and to
solve the problems encountered in the practice of regulation. Since 1994, the formal
implementation of Consumer Rights Protection Law in China, the law has been amended
several times, but the relevant regulations have never been issued. Therefore, the final
introduction of the regulations should be treated as landmark.

Might be the inflection point of “Professional Anti-counterfeiting Person”?

Before the Draft, the Draft for comments published as, apart from financial consumer,
natural persons, legal persons and other organizations who purchase goods, use of goods
or services for the purpose of operation, not applicable to the provisions of the Regulations,
which interpreted by lots of people that Professional Anti-counterfeiting Person won’t be
protected by the Consumer Rights Protection Law anymore. However, the provision in the
Draft is modified as, natural persons, legal persons and other organizations who purchase
goods, use of goods or services for the purpose of profits, not applicable to the provisions of
the Regulations . Relevant departments said that the changing operation to profit, which
responded to social concerns from the legislative level, and it was more accurate to the
legislative intent. Nevertheless, some legal experts said, there was no change in nature, and
it would not prove safety to the group of Professional Anti-counterfeiting Person.

Therefore, experts suggested that relevant departments should give a clear definition of
Professional Anti-counterfeiting Person. Under the framework of law, government should
use rational guidance and effective regulation to control this group, so that it can play a
positive role in the protection of consumer rights.

Adding multiple responsible of online car-hailing platforms

Ministry of Transport, Ministry of Industry and Information Technology, the Ministry of Public
Security, Ministry of Commerce, State Administration for Industry and Commerce, General
Administration of Quality Supervision, Inspection and Quarantine published Provisional
Measures for Administration of E-Hailing Services together, and it came into effect on Nov.
1st 2016. From the national regulations, the Provisional Measures for the first time defined
the legal status of online car-hailing services and managed it in the scape of taxi.

The Draft emphasized that the online car-hailing platform should ensure the accordance of
the vehicles, drivers between online and offline. Moreover, the Draft provides that an online



car-hailing platform shall ensure the safety of the vehicles providing service; issue the
valuation method which according to the national rules and determine the transport price of
E-hailing reasonably, mark the prices clearly. Also, online car-hailing platforms shall set up
service evaluation system and provide complaint system for consumer. Online car-hailing
services will develop in standardization.

Enhancing protection of Consumer private information

For seller's promotion information harassment, the new Consumer Rights Protection Law
stipulates that operators without the consent or request of consumer, or consumer expressly
rejected, are prohibited to send commercial information. However, this provision has been
deliberately distorted in practice for some operators that making the phone calls does not
mean sending information. As a result, they are still using telephone harassment to
consumer. In this regard, the Draft clearly stipulates that without the explicit consent of the
consumer or request, the operator shall not send commercial electronic information or call
commercial sales calls.

Comparing with the description of sending information in new Consumer Rights Protection
Law, the Draft included all the methods that consumer may use like fixed-line telephone,
mobile, computer and email, which providing a Omni-directional protection to consumer
against seller’s promotion harassment.

Proposed to prohibit operator’s unilateral interpretation

The Draft clearly stipulates that operators that provide goods or services to consumer shall
use a significant way to draw the attention about the information has major concerns for
consumer when using standard terms, notices, announcements, shop notices, etc.
Meanwhile, in accordance with the requirements of consumer, the operator shall not
unilaterally explain or final interpret. Additionally, provisions shall neither contain restrictions
on consumer to change the law, nor has the right to terminate the contract, or to exclude,
limit consumers to complain and report or to choose litigation or arbitration or the
performance of other rights.
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If you have any inquiries, please feel free to contact:

Bailey Xu
Corporate and M&A Department Senior Partner
E-mail: bailey.xu@dentons.cn

Joanne Chen
Corporate and M&A Department Attorney-at-law
E-mail: joanne.chen@dentons.cn

Josh Wang
Corporate and M&A Department Attorney-at-law
E-mail: josh.wang@dentons.cn

Disclaimer

This newsletter is only for general reference, not for giving any legal advice or suggestion. We do not take any responsibility of
any result caused by any conduct or not taking any conduct depending on this newsletter.

Introduction of Dentons

Founded in 1992, Dacheng Law Offices is one of the first partnership law firms in China. In January 2015, Dacheng Law
Offices and Dentons, one of the top 10 global law firms, signed their contract of combination in order to build a new and global
leading international law firm in the world. The new law firm is now the largest law firm globally. The new law firm, after the
combination, will be known as “AR&FEZFI” in Chinese and "Dentons” in English. On 25th April 2016, Dentons and Rodyk,
the most famous and oldest law firm in Singapore combined. Now, the new law firm has over 7300 lawyers. It will show more
superiority to national and global clients in more than 125 locations serving 55-plus countries and areas over the five
continents.

Dentons China Offices’ network: Beijing, Changchun, Changsha, Chengdu, Changzhou, Chongqing, Dalian, Fuzhou,
Guangzhou, Ha’erbin, Haikou, Hangzhou, Hefei, Hohhot, Huangshi, Jilin, Jinan, Kunming, Lhasa, Nanjing, Nantong, Nanning,
Nanchang, Ningbo, Qingdao, Shijiazhuang, Shanghai, Shenyang, Suzhou, Shenzhen, Taiyuan, Tianjin, Wuhan, Urumgqi, Wuxi,
Wenzhou, Xiamen, Xi'an, Xining, Yinchuan, Zhengzhou, Zhoushan, Zhuhai and Taipei.
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