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China Law Updates
Implementation of China's E-Commerce Law in 2019

After 3 rounds of public consultation and 4 rounds of examinations by the legislators in 5 years, on
August 31, 2018, the Chinese Government officially promulgated and issued an “E-Commerce Law of
the People's Republic of China” (hereinafter referred to as the “Law”). The Law took effect on January
1, 2019. This is the first time that China enacted and promulgated a law specifically targeting the e-
commerce market.

In year 2017, the amount of national electronic commerce transactions reached RMB29.16 trillion, 11.7%
higher than year 2016; the national online retail sales of goods and services reached RMB7.18 trillion,
32.2% higher than a year ago. In year 2018, e-commerce continues to grow in a very fast pace in China.
During the first 3 quarters, the national online retail sales of goods and services reached RMB6.28
trillion, 27% higher than that in year 2017. Online sales of goods and services accounted 17.5% of the
total retail business.

However, there are several issues emerged from the rapid and largely unregulated development of e-
commerce. For example, the real identity of online shop operators, selling of fake and counterfeit
products, the lack of protection of consumers’ interests, the lack of protection of intellectual property
rights and obligation and responsibility of the e-commerce platform operators. These issues damage the
interests of both the consumers and the e-commerce business. Apparently, the existing laws and
regulations are not sufficient to support the healthy development of the e-commerce industry. A separate
law is needed to regulate the market.

The Law is wide-ranging and covers the requirement for registration and licensing of e-commerce
operators, taxation, electronic payment and e-commerce dispute resolution. It also addresses other
important aspects of e-commerce including false advertising, consumer protection, data protection and
cybersecurity, as well as the protection of intellectual property. Many of the provisions are a codification
of the existing laws.

It is expected that the implementation of the Law will bring about positive impact in the development
of e-commerce industry in China, in terms standardisation and systematic development of the market.
However, the requirements for the registration e-commerce system and stricter supervision of taxation
will have a major impact on e-commerce operators. The business life of the e-commerce practitioners
such as the micro-business and purchasing agent will become smaller. The implementation of the E-
Commerce Law will also make the import and export items inspect stricter by customs.



Implementation of China's E-Commerce Law in 2019

1.

Regulation of the E-commerce Operators

In accordance with the E-Commerce Law, the e-commerce businesses mean the natural persons,
juridical persons or organizations for non-juridical person that engages in the business activities
of selling commodities, or providing services, through the Internet or any other network, including
e-commerce platform businesses, in-platform businesses, and e-commerce businesses those sell
commodities or provide services through a self-built website.

Micro-business mainly refers to the practitioners using the Internet social media and network as a
communication tool to complete the goods and services transactions. In recent years, micro-
business has almost penetrated the circle of friends of all people, the entry barriers for such
business model are low, no physical store, no business license, and only virtual trading through
the network. The E-Commerce Law implemented will include the "other network services" of the
e-commerce operators, this is the reason for micro-business to become one of the supervised
subjects because it will be incorporated into new forms of e-commerce and design entities, that
are engaged in goods and services using the We Chat circle of friends and live webcasts.

Application for Business License

In accordance with Article 10 of the Law, an e-commerce business is required to apply and obtain
a business licence, unless it is an e-commerce business operated by an individual selling self-
produced agricultural and sideline product, or home-produced handicrafts, or using his own skills
to engage in public convenience services, or occasional and low-value transactions.

Because of low entry barriers and without the need to apply for registration, there are more than
one million individual E-commerce operators selling products and providing services through the
E-commerce operation platforms and social network platforms. The implementation of the law
will change the landscape of E-commerce in China. Most of these individual sellers will now be
required to apply for business licence. The law also requires all e-commerce operators to ensure
that their business licence and administrative licence information related to their business
activities, are prominently displayed online at all times.

Taxation of E-commerce

Even before the promulgation of the E-Commerce Law, taxpayers who exceed the thresholds for
payment of tax as set out in the tax laws and regulations shall file and pay value-added tax,
corporate income tax and personal income tax. For example, in accordance with the China's Value
Added Tax Laws and Regulations, units and individuals that sell or import goods or provide
processing, repair, and distribution services in China are all taxpayers of value-added tax.
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3.

Taxation of E-commerce — Cont’d

The E-Commerce Law further clarifies the tax obligations of E-commerce operators. As an e-
commerce operator, while enjoying the benefits of being a registered business entity, are required
to fulfill the obligation of being a taxpayer. Articles No.10 of the E-Commerce Law provides that
E-commerce operators who are not required to apply for business registration should apply for tax
registration, file tax return and pay per the requirements of the tax laws and regulations once their
obligations to tax arise. Article 11 of the E-Commerce Law further stipulates that E-commerce
businesses operators have an obligation to pay of tax payment and also enjoy tax incentives.

Besides, Article 28 of the E-Commerce Law requires E-commerce platform operators to submit
the identification and tax-related information of the business operating inside their platforms to
the taxation department in accordance with the laws and regulations pertaining to the collection
of tax. It also requires the E-commerce platform operators to remind the E-commerce operators
operating inside their platform to apply for tax registration in accordance with the E-Commerce
Law Articles No.11 once the obligation for payment of tax arises.

In accordance with Articles 25 and 31 of the E-Commerce Law, e-commerce operators are
obligated to provide information on their business to the relevant competent authority upon
request. Also, E-commerce operation platforms are required to keep the details of transactions
processed for not less than three years. Consequently, online stores or sellers operating in the E-
commerce platforms, such as Taobao, should prepare books of accounts and file tax returns
properly, as now the tax authority can retrieve every bite of information of their businesses from
the E-commerce operation platforms.

Supervision of the Behaviour of E-commerce Operators

In order to gain the trust of consumers, it is no secret that many E-commerce operators use click
farming to create false ratings of their products and services. In the E-commerce industry, click
farming seriously damages consumers’ right to know and choose. As such, the E-Commerce Law
specifically requires that E-commerce operators should disclose the information of their goods or
service information in a comprehensive, true, accurate and timely manner so to protect consumers'
right to know and right to choose.

The E-Commerce Law stipulates that E-commerce platform operators should establish proper
integrity rating systems, make public the rules for integrity rating so as to allow consumers to
comment the products or services provided. The e-commerce platform operators must not remove
any such comments made by consumers.

The E-Commerce Law also provides that if e-commerce operators do not provide consumers with
a platform to comment their products or services, or if the consumers’ comments are removed
without authorization, the e-commerce operators may be punished with a fine up to RMB500,000.
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5.

Refund of Security Deposit

The rapid development of e-commerce led to the emergence of a number of new industries such
as resource sharing and leasing services. Almost all providers of these new services require
consumer to pay a fixed sum as security deposit to use their services. Strictly speaking, the security
deposit so collected should be set aside and refunded to consumer upon request. However, because
of the lack of regulation, many online service providers instead use the security deposit to finance
their daily operation. This results in the service providers being unable to refund the security
deposit when their business failed. Fox examples, Wukong, Xiaoming and Cool Ride had stopped
their operations due to financing difficulties and consequently were unable to refund the deposit
to their customers.

In order to protect the interest of consumers, the E-Commerce Law stipulates that if an e-
commerce operator collects deposits from consumers, it shall expressly state the manner and
procedure for the refund of the deposits, and shall not set unreasonable conditions. If a consumer
applies for the refund of the deposit and meets the requirements, the e-commerce operators shall
make a refund in a timely manner.

Intellectual Property Protection

Because of extremely low prices, great variety of choices and some other reasons, online shopping
has developed rapidly and become a phenomenon in China over last several years. However, the
online shopping market is left largely unregulated and competition is very intensive. As a result,
E-commerce operators selling fake or counterfeit products is not uncommon.

In response to this situation, the new E-Commerce Law emphasizes the protection of intellectual
property rights and set out in detail provisions to protect the rights of intellectual property owners.
It lays out in detail the rights of the intellectual property owner to "notification-deletion” and the
obligation of the platform operator to “deletion—making public”. Through the strengthened
intellectual property protection, allowing the owners of intellectual property the right to notify
and report fake products, supplemented with the responsibility of the platform operators to
supervise and inspect their retailers, it is hoped that the selling of fake and counterfeit product can
be eliminated from the source.
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7. Strengthening the Responsibility of the E-commerce Platform

While it is true that e-commerce provides consumers with a greater variety of choices at low prices,
there are some cases where consumers’ interests are being damaged and it is very difficult or
impossible to obtain compensation, such as the purchase of fake goods, or the incurrence of traffic
incidents while using car-hailing platforms. To provide with better protection to the safety of
consumers, the Law provides that where e-commerce platform operators know, or should know,
that goods or services provided on the platform do not comply with requirements for personal or
property security, or otherwise violate the lawful rights and interests of consumers, and they do
not take necessary measures, they will be jointly and severally liable with the online vendor. E-
commerce platform operators who do not take necessary measures and consequently caused
damages to the consumers will be held liable in accordance with the laws and regulations and may
also expose to a fine of between RMB50,000 to RMB2 million.

Before the E-Commerce Law came into force, the law enforcement agencies have always imposed
penalties on the online illegal activities of e-commerce operators with reference to the Trademark
Law and the Advertising Law. After the implementation of the E-Commerce Law on January 1,
2019, E-commerce operators who conduct activities in violation of the provisions of the E-
commerce Law can be punished with a fine of up to RMB2 million. In light of the strengthened
regulation and increased penalty, it is suggested that e-commerce operators should always operate
their online business in accordance with the relevant laws and regulations.

Holding the E-commerce platform operators liable for violations of the law by its online business
operators is another important regulation of the Law. Online business operators who violate the
requirements of the law will result in the business operation being terminated, the integrity rates
being deleted. In particular, the Law provides that online business operators who violates the
regulations of the Law may be ordered by the relevant administrative authorities to rectify the
situation within a set time and a fine of up to RMB10,000 may be levied. The Law also provides
that E-commerce platform operators who do not take necessary actions to regulate those online
business operators who violate the Law may be ordered by the relevant administrative authorities
to rectify the situation within a set time and a fine between RMB20,000 to RMB100,000 may be
levied.

If you need further information or assistant, please refer to our firm's official website:
www.bycpa.com or you may contact our professional accountant by following methods:
E-mail: info@bycpa.com, enquiries@bycpa.com

Tel: +852 2341 1444
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E-Commerce Law of the People's Republic of China

Chapter I General Provisions

Article 1

This Law is formulated so as to ensure the lawful rights and interests of entities on all sides of
e-commerce, to regulate e-commerce conduct, to preserve the order of the marketplace, and to
promote the sustainable and healthy development of e-commerce.

Article 2
This Law applies to the e-commerce activities within the mainland territory of the People's
Republic of China.

"E-Commerce™ as used in this Law refers to business activities that sell merchandise or provide
services on information networks such as the internet.

Where laws or administrative regulations have provisions on the sales of merchandise or the
provision of services, apply those provisions. This Law does not apply to financial products and
services; the use of information networks to provide content such as news information, audio-
visual programs, publications, and cultural products.

Article 3

The State encourages the development of a new business situation for e-commerce, innovation
in commercial models, promotion of research and development and proliferation of e-
commerce technologies, the advancement of the establishment of systems for creditworthiness
in e-commerce, the creation a market environment conducive to developing e-commerce
innovations, and giving full play to the important role of e-commerce in promoting high-quality
development, satisfying the people's ever-increasing demand for a good life, and linking to open
economic models.

Article 4

The State treats online and offline commercial activity equally and promotes integrated online
and offline development; people's governments and relevant departments at all levels must not
employ discriminatory policy measures and must not exploit administrative authority to exclude
or limit market competition.
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Article 5

E-business operators engaging in business activities shall comply with the principles of
voluntariness, equality, fairness, and creditworthiness; obey laws and commercial ethics,
participate fairly in market competition, perform obligations in areas such as consumer rights
protections, environmental protection, intellectual property rights protection, and protection of
network security and personal information, take responsibility for the quality of products and
services, and accept oversight from the government and public.

Article 6

The relevant departments of the State Council are responsible for the development and
promotion of e-commerce, and its oversight and management, in accordance with their duties
and the division of labor. All levels of local people's government at the county level or above
may determine the distribution of departmental duties for e-commerce in that administrative
region, based on the actual conditions in that administrative region.

Article 7

The State is to establish a system for coordinated management suited to the characteristics of
e-commerce, promote the formation of an e-commerce market regulatory system in which
relevant departments, e-commerce industry organizations, e-commerce businesses, and
consumers jointly participate.

Article 8

E-commerce industry organizations are to carry out industry discipline in accordance with the
organizations' charters, establish and complete industry regulations, promote the establishment
of creditworthiness in that industry, and overseeing and guiding industry businesses' fair
participation in market competition.

Chapter 11 E-Commerce Operators

Section 1 Ordinary Provisions
Article 9

"E-commerce operators” as used in this Law refer to natural persons, legal persons, and
unincorporated organizations that engage in the business activities of selling merchandise or
providing services on the internet or other information networks, including e-commerce
platform operators, intra-platform operators, and other e-commerce operators who sell
merchandise or provide services on self-built websites or other network services.
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"E-commerce platform operators" as used in this Law refer to legal persons and unincorporated
organizations that provide two or more parties to a transaction in e-commerce with services
such as network business venues, dealmakings, and information distribution, for the two or
more parties to the transaction to independently carry out business activities.

"Intra-platform operators" as used in this Law refers to e-commerce operators who sell
merchandise or provide services on e-commerce platforms.

Article 10

E-commerce operators shall perform market entity registrations in accordance with law.
However, individuals who sell self-produced subsidiary agricultural products or household
handicraft products, individuals who engage in labor services for the convenience of the public
and in small sporadic transactions for which no license is required by law, as well as those that
need not register according to laws or administrative regulations are excepted.

Article 11
E-commerce operators shall fulfill tax obligations in accordance with law and enjoy tax benefits
in accordance.

E-commerce operators that under the previous article need not perform market entity
registrations, shall, after tax obligations first arise, perform tax registrations and make truthful
tax declarations in accordance with the provisions of laws and regulations on tax collection
administration.

Article 12
E-commerce operators that by law need to obtain the relevant administrative licenses to engage
in business activities shall obtain administrative license in accordance with law.

Article 13

The merchandise sold by or the services provided by e-commerce operators shall comply with
the requirements on personal and property protection and environmental protection;
merchandise or services in which trade is prohibited by laws or administrative regulations must
not be sold or provided.

Article 14

When selling merchandise or providing services, e-commerce operators shall provide paper or
electronic invoices or such other proofs of purchase or service vouchers in accordance with law.
Electronic invoices and paper invoices have the same legal force.
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Article 15

E-commerce operators shall continuously and publicly display at prominent positions on their
front pages business license information, administrative license information related to their
business activities, status as being exempted from market entity registration as provided in
article 10 of this Law, and such other information, or symbols of links to aforementioned
information.

Where the information provided in the previous paragraph changes, e-commerce operators shall
promptly update the publicly displayed information.

Article 16

Where e-commerce operators voluntarily cease engagement in e-commerce, they shall
continuously and publicly display the relevant information at prominent positions on their front
pages 30 days in advance.

Article 17

E-commerce operators shall comprehensively, truthfully, accurately, and promptly disclose
merchandise or service information to protect the consumers' right to know and the right to
choose. E-commerce operators must not engage in false or misleading commercial promotion
to deceive or mislead consumers by such means as making up transactions or fabricating user
reviews.

Article 18

Where e-commerce operators provide consumers with search results for merchandise or
services based on their hobbies and interests, spending habits, and other characteristics, they
shall at the time provide said consumers with options not targeting their personal characteristics,
so as to respect and equally protect the lawful rights and interests of consumers.

E-commerce operators that send advertisements to consumers shall comply with the relevant
provisions of the "P.R.C. Advertising Law."

Article 19

E-commerce operators bundling products or services shall alert consumers to pay attention in a
conspicuous manner, and must not make agreeing to bundled products or services a default
option.

Article 20

E-commerce operators shall deliver products and services to consumers in the manner and time
provided in commitments or as agreed upon with consumers, and bear the risk and
responsibility for transport of goods. However, this does not include where consumers
separately select courier or logistics service providers.
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Article 21

Where e-commerce operators collect a deposit from consumers as agreed, they shall clearly
express the method and procedures for returning the deposit, and must not set up unreasonable
requirements for the return of the deposit. Where consumers apply for the return of their deposit
and meet the requirements for its return, e-business operators shall promptly return it.

Article 22

Where e-business operators have a dominant market position due to technical advantages, user
volume, ability to control the relevant industry, the degree of reliance on that e-business
operator by other operators, and other such factors, they must not abuse their market dominance
to eliminate or restrict competition.

Article 23
E-business operators collecting or using their users' personal information shall respect the
provisions of laws and administrative regulations on the protection of personal information.

Article 24

E-business operators shall clearly indicate the methods and procedures for inquiries,
modification, and deletion of user information, as well as for unregistering; and must not set up
unreasonable requirements for inquiries, modification, and deletion of user information, as well
as for unregistering.

Where e-business operators receive applications for inquiries, modification, or deletion of user
information, they shall promptly make the inquiry, or modify or delete the user information,
after identity verification. Where users deregister, e-business operators shall immediately delete
those users' information; but where laws and administrative regulations or mutual agreement
provide that it will be stored, follow those provisions.

Article 25

Where the relevant regulatory departments request that e-business operators provide e-
commerce data or information in accordance with laws and administrative regulations, the e-
business operators shall provide it. The relevant regulatory departments shall employ necessary
measure to protect the security of data and information provided by e-business operators, and
strictly preserve the confidentiality of personal information, private information, and
commercial secrets contained in it, and must not disclose, sell, of unlawfully provide it to others.
Avrticle 26: E-business operators that engage in cross-border e-commerce shall abide by laws,
administrative regulations, and the relevant State provisions on import and export supervision
and administration.
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Section 2 E-Commerce Platform Operators

Article 27

E-commerce Platform Operators shall request that businesses applying for access to the
platform to sell goods or provide services submit truthful information such as on their identity,
address, contact methods, and administrative permits; and are to carry out verification,
registration, establish a registration archive, and periodically update verification.

E-commerce platform operators' provision of services to non-commercial users who are selling
goods or providing services shall comply with the relevant provisions of this Section.

Article 28

E-commerce platform operators shall follow provisions to report to the market oversight and
management departments on the identity of businesses on the platform [on-platform businesses],
remind businesses that have not completed market entity registrations to do so, and cooperate
with the market oversight and management departments to focus on the characteristics of e-
commerce in facilitating completion of registrations by businesses that have not yet registered
as market entities.

E-commerce platform operators shall comply with provisions of laws and administrative
regulations on tax collection and management, reporting to tax department on the identity and
tax-related information of on-platform businesses, and shall remind E-commerce businesses
that do not need to complete market entity registration in accordance with article 10 of this Law
to complete tax registration in accordance with the second paragraph of article 11 of this Law.

Article 29

Where e-commerce platform operators discover that information on goods or services on the
platform has situations violating articles 12 or 13 of this Law, they shall employ necessary
measures to handle it in accordance with law, and report to the relevant regulatory departments.

Article 30

E-commerce platform operators shall employ technical measures and other necessary measures
to ensure network security and stable operations, to prevent online violations and crimes, and
to effectively respond to network security incidents and ensure the security of e-commerce
transactions.

E-commerce platform operators shall formulate emergency response plans for network security
incidents, and when network security incidents occur, shall immediately initiate the emergency
response plan, adopt corresponding remedial measures, and report to the relevant regulatory
departments.
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Article 31

E-commerce platform operators shall record and store information on goods and services on
the platform, transaction information, and ensure that the information is complete, confidential,
and usable. The storage period for information on goods and services and for transaction
information is not to be less than three years from the date on which the transaction was
completed; where laws and administrative regulations provide otherwise, follow those
provisions.

Article 32

E-commerce platform operators shall observe the principles of openness, fairness, and equity;
and shall draft platform service agreements and transaction rules clearly indicating rights and
obligations concerning platform access and withdrawal, quality assurance for goods and
services, consumer rights protections, personal information protections, and other areas.

Article 33

E-commerce platform operators shall continuously display platform service agreements and
transaction rule information, or links to this information, in a conspicuous position on their
homepage, and ensure that businesses and consumers can conveniently and completely read
and download them.

Article 34

E-commerce platform operators revising platform service agreements and transaction rules
shall publicly solicit comments in a conspicuous position on their homepage, and employ
reasonable measures to ensure that relevant parties can promptly and fully express their
opinions. Revised content shall be announced at least seven days before it is implemented.

Where on-platform businesses do not accept the revised content or request to withdraw from
the platform, the e-commerce platform operator must not obstruct them, and is to bear related
responsibility in accordance with the service agreement and transaction rules from before the
revision.

Article 35

E-commerce platform operators must not exploit service agreements and transaction rules, as
well as technical methods, to unreasonably restrict or put unreasonable requirements on on-
platform businesses' transactions, transaction prices, or transactions with other businesses, or
collect unreasonable fees from platform businesses.

Article 36

Where e-commerce platform operators follow the platform service agreement and transaction
rules to take measures against on-platform businesses that violate laws or regulations, such as
giving them warnings, suspending or terminating their service, they shall promptly make a
public announcement.
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Article 37

Where e-commerce platform operators launch their own business operations on the platform,
they shall distinctly label their own business operations and those of on-platform businesses in
a conspicuous manner, and must not mislead consumers.

E-commerce platform operators bear civil responsibility in accordance with law for the sale of
goods or provision of services marked as being their own business operations.

Article 38

Where e-commerce platform operators know or should know that goods or services sold or
provided on the platform do not comply with requirements for personal or property security, or
otherwise violate consumers' lawful rights and interests, and do not take necessary measures,
they bear joint liability with the on-platform business in accordance with law.

For goods and services that relate to consumers' health, where e-commerce platform operators
do not act on their obligations to review and verify the credentials or qualifications of on-
platform businesses, or do not act on their obligations to ensure consumers' safety, and causing
harm to consumers, they bear corresponding responsibility in accordance with law.

Article 39

E-commerce platform operators shall establish and complete credit rating systems, announcing
rules for credit ratings, to give consumers a channel through which to rate the goods sold and
services provided on the platform.

E-commerce platform operators must not delete consumers' ratings of goods sold or services
provided on their platform.

Article 40

E-commerce platform operators shall display product and services search results to consumers
through multiple methods such as based on their price, number of sales, and ratings; paid
placements for products and services shall be conspicuously labeled 'Advertisement’,

Article 41

E-commerce platform operators shall establish rules for protecting intellectual property rights,
strengthening cooperation with intellectual property rights rights-holders to lawfully protecting
intellectual property rights.

Article 42

Where the intellectual property rights rights-holder feels that their intellectual property rights
have been violated, they have the right to notify the e-commerce platform operator to take
necessary measures such as deleting, blocking, disconnecting links, or ending transactions or
services. The notice shall include preliminary evidence that a violation was constituted.
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After e-commerce platform operators receive notice, they shall promptly employ necessary
measures and send the notice to the on-platform business; and where they do not promptly take
the necessary measures, they are to bear responsibility for any increase in the harm joint with
the on-platform business.

Where error in a notice causes harm to an on-platform business, civil responsibility is borne in
accordance with law. Where an erroneous notice is issued maliciously, causing harm to an on-
platform business, responsibility for double compensation is borne.

Article 43

After on-platform businesses receive transferred notices, they may submit declarations to the
e-commerce platform operator stating that no violations exists. The declarations shall include
preliminary evidence showing that no violations exist.

After e-commerce platform operators receive declarations, they shall send the statement on to
the intellectual property rights rights-holder, and inform them that they may complain to the
relevant regulatory department or initiate a proceeding in the people's courts. Where e-
commerce platform operators have not received notice that the rights-holder has made a
complaint or initiated litigation within 15 days of transferring a declaration to them, they shall
promptly stop all measures they have employed.

Article 44
E-commerce platform operators shall promptly announce receipt of the notices and declarations
provided for in articles 42 and 43 of this law, as well as their dispositions or outcome.

Article 45

Where e-commerce platform operators know or should know that on-platform businesses have
violated intellectual property rights, they shall employ necessary measures such as deletion,
blocking, breaking links, or ending transactions and services; where they do not employ
necessary measures, they bear joint responsibility with the violator.

Article 46

Except as provided in the second paragraph of article 9 of this law, e-commerce platform
operators may provide services to on-platform businesses in accordance with the platform
service agreement and transaction rules such as for warehousing, logistics, payment clearance,
and settlement. E-commerce platform operations providing service for e-commerce between
on-platform businesses shall obey laws, administrative regulations, and relevant national
provisions, and must not conduct transactions by employing centralized transaction methods
such as centralized bidding or market makers, and must not conduct standardized contract
transactions.
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Chapter 111 Conclusion and Fulfillment of E-Commerce Contracts

Article 47

The provisions of this Chapter and of such laws as the "P.R.C. General Provisions of the Civil
Law," "P.R.C. Contracts Law," and "P.R.C. Electronic Signatures Law" apply to the conclusion
and fulfillment of contracts by e-commerce parties.

Article 48
E-commerce parties use of automatic information systems to form or perform contractual action
is legally effective as to the party using that system.

The presumption in e-commerce is that parties have the corresponding capacity for civil
conduct. Except, however, where there is evidence sufficient evidence to overturn it.

Article 49

Where information published by e-business operators on goods and services meets the
requirements for an offer, a contract is formed when users select those goods or services and
successfully submit orders. Where parties have stipulated otherwise, follow those stipulations.

E-business operators must not use standard terms or other methods to stipulate that a contract
is not formed after consumers pay; and where standard terms have such content, that content is
invalid.

Article 50

E-business operators shall clearly, comprehensively, and explicitly inform users of the steps to
forming a contract, matters needing attention, download methods, and other such matters, to
ensure that users can conveniently and completely read and download it.

E-business operators shall ensure that users can correct input errors before submitting an order.

Article 51

Where the contract is for delivery of goods and delivery is to be by courier service, the time of
delivery is when the recipient signs for receipt. Where the contract is for the provision of
services, the time when an electronic receipt is produced or the time indicated on a physical
receipt is the time of delivery; and where there is not time indicated on the receipts described
above or where the time is not the same as the actual time at which the services were provided,
the actual time that the services were provided is the time of delivery.

Where the contract is for delivery by online transmission, the time of delivery is the time at
which the subject of the contract enters the party's designated systems and can be retrieved and
identified.
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Where the parties have otherwise stipulated as to the method or time of delivery, follow those
stipulations.

Article 52
Parties to e-commerce may stipulate to delivery of goods by courier.

Courier service providers providing courier services for e-commerce shall obey laws and
administrative regulations, and shall comply with promised service norms and times. When
courier service providers deliver goods, they shall remind the recipient to sign the examine them
in front of them; where others accept on their behalf, it shall be with the consent of the recipient.

Courier service providers shall use environmentally friendly packing materials in accordance
with provisions, and realize the reduction and reuse of packing materials.

Courier service providers may accept retention by e-business operators to collect on their behalf
while providing courier services.

Article 53
Parties in e-commerce may stipulate to using electronic payment methods to make payment.

Electronic payment service providers providing electronic payment services for e-commerce
shall obey national provisions to inform users of matters such as the functions, methods for use,
matters for attention, relevant risks, and fee collection standards for electronic payments, and
must not attach unreasonable requirements. Electronic payment service providers shall ensure
that electronic payment orders are complete, uniform, traceable, verifiable, and unalterable.

Electronic payment service providers shall provide users with account statements and the past
three years' transactions records.

Article 54

Where electronic payment service providers provide electronic services that do not meet the
relevant national payment security requirements, causing harm users, they shall be responsible
for compensation.

Article 55
Before users issue payment orders, they shall review complete information on the order
including the amount and payee.

Where errors occur in payment orders, electronic payment service providers shall promptly
investigate the reasons and take measures to make corrections. Where harm is caused to users,
the electronic payment service provider shall bear responsibility for compensation, except
where it can be proven that the error was caused for reasons other than themselves.
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Article 56

After electronic payment service providers complete electronic payments, they shall promptly
and accurately provide users with information confirming the payment in the manner agreed
upon.

Article 57
Users shall appropriately keep transaction passwords, electronic signature data and other
security tools. Where users discover that security tools have been lost or stolen or payments
have made without authorization, they shall promptly notify the electronic payment service
providers.

Losses caused by unauthorized transactions are to be borne by the electronic payment service
providers; but electronic payment service providers do not bear responsibility where they can
prove that the unauthorized payment was caused by the users' fault.

When electronic payment service providers discover that payment orders were not authorized,
or receive notice from a user that a payment order was not authorized, they shall immediately
take measures to prevent the harm from increasing. Where electronic payment service providers
failure to promptly take measures leads to an increase in the losses, they are to bear
responsibility for the increase.

Chapter 1V E-Commerce Dispute Resolution

Article 58

The State encourages e-commerce platform operators establish mechanisms for ensuring the
quality of goods and services that are conducive to the development of e-commerce and the
protection of consumers rights and interests.

Where the agreements between e-commerce platform operators and on-platform businesses set
up a consumer rights deposit, both sides shall make clear stipulations as to the amount collected,
management, use, and return of the consumer rights deposits.

Consumers requesting that e-commerce platform operators bear initial responsibility for
compensation and that on-platform businesses then compensate, are to apply the relevant
provisions of the "Consumer Rights Protection Law"

Article 59

E-business operators shall establish rapid and effective systems for complaints or reports,
information on disclosing complaints and reports, and promptly accept and handle complaints
and reports.
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Article 60

E-commerce dispute may be resolved through methods such as negotiation and settlement;
requesting mediation from consumer organizations, industry associations, or other lawfully
established mediation organizations; requesting arbitration; or initiating litigation.

Article 61

When consumers purchase goods or receive services through an e-commerce platform and a
dispute occurs with on-platform businesses, the e-commerce platform operators shall
proactively assist the consumer in protecting their lawful rights and interests.

Article 62

In the handling of e-commerce disputes, e-business operators shall provide the original contract
and transaction records. Where e-business operators have lose, fabricate, alter, destroy, conceal,
or refuse to provide the materials above, making it so that the people's courts, arbitration bodies,
or other relevant organs are unable to ascertain the facts, the e-business operators shall bear
corresponding legal responsibility.

Article 63

E-commerce platform operators may establish online dispute resolution mechanisms, drafting
and announcing rules for dispute resolution, resolving parties' disputes in accordance with the
principles of voluntariness, fairness, and equity.

Chapter V E-Commerce Promotion

Article 64

The State Council and provincial, autonomous region, or directly governed municipality
people's governments shall include the development of e-commerce in the citizens' economic
and social development plan, drafting scientific and rational industry policies, promoting
innovation and development in e-commerce.

Article 65
The State Council, people's governments at the county level or above, and their relevant
departments shall employ measures, support, and promote environmentally friendly packaging,
warehousing, and transport, promoting the environmentally friendly development of e-
commerce.

Article 66

The State promotes the construction of e-commerce infrastructure and logistics networks,
improving institutions and systems for e-commerce, and strengthening the establishment of a
system of standards for e-commerce.
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Article 67
The state promotes the use of e-commerce in every area of the public economy, and supports
the combined development of e-commerce and every industry.

Article 68

The State is to advance the use of the internet in agricultural production, processing, circulation,
and other such phases, encouraging stronger cooperation in for all kinds of social resources,
promoting the development of rural e-commerce, and giving play to the function of e-commerce
in precision poverty alleviation.

Article 69

The state maintains the security of e-commerce transactions, protects e-commerce users'
information, encourages the development of applications for e-commerce data, and safeguards
the lawful, orderly, and free flow of e-commerce data.

The State employs measures to promote the establishment of public data sharing mechanisms,
advancing e-business operators lawful use of public data.

Article 70
The state supports the lawful establishment of credit rating bodies carrying out e-commerce
credit ratings, and providing the public with e-commerce credit rating services.

Article 71

The state advances the development of cross-border e-commerce, establishing and completing
management systems such as for customs, taxation, entry-exit inspections and quarantine, and
payment settlements, to increase the level of facilitation at every phase of cross-border e-
commerce, and support cross-border e-commerce platform operators' provision of warehousing,
logistics, customs declarations and inspections, and other such services for cross-border e-
commerce.

The state encourages small and micro scale enterprises engagement in cross-border e-commerce.

Article 72

The State Import/Export Administration departments shall advance the establishment of
comprehensive services and oversight management systems for steps such as declarations,
taxation, inspections and quarantine; optimize oversight management processes; promote
bringing about information sharing, reciprocal recognition in oversight management, and
mutual assistance in law enforcement; and increase efficiency of cross-border e-commerce
services and oversight management. Cross-border e-business operators may handle relevant
formalities with the state import/export administration departments on the basis of their
electronic documents.
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Article 73

The state promotes the establishment of exchanges and cooperation with different countries and
regions on cross-border e-commerce, participation in the drafting of international rules on e-
commerce, promotion of international mutual recognition of electronic signatures, electronic
identification, and so forth.

The state is to promote the establishment of cross-border e-commerce dispute resolution
methods between different countries and regions.

Chapter VI Legal Responsibility

Article 74

Where E-business operators selling goods or providing services do not perform contractual
obligations, do not perform contractual obligations as stipulated, or cause harm to others, they
bear civil responsibility in accordance with law.

Article 75

Where e-business operators violate articles 12 or 13 of this Law by failing to obtain relevant
administrative permits to engage in business activities; or sell or provides goods and services
that laws or administrative regulations prohibit transactions of, or don't perform obligations to
provide information as provided for in article 25 of this law; or where e-commerce platform
operators violate article 46 of this Law by employing centralized trading methods or conduct
standardized contract trading; punishments are to be given in accordance with relevant laws
and administrative regulations.

Article 76

Where e-business operators violate the provisions of this law and exhibit any of the following

conduct, the market oversight and management departments are to order that corrections be

made in a set period of time, and may give a fine of up to 10,000 RMB; and for e-commerce
platform operators among these, punishment is to be given in accordance with the first
paragraph of article 81 of this Law.

(1) Failing to display information on the homepage such as on business licenses,
administrative permits, or circumstances not requiring registration as a market entity in a
conspicuous position on the homepage, or having links to the information above.

(2) Failing to continuously display information regarding ending e-commerce in a
conspicuous place on the homepage.

(3) Failing to clearly indicate the methods and procedures for inquiries, modification, and
deletion of user information, as well as for unregistering; or setting up unreasonable
requirements for inquiries, modification, and deletion of user information, as well as for
unregistering.
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Where e-commerce platform operators fail to take necessary measures against on-platform
businesses with violations in the preceding paragraph, the market oversight and management
departments are to order corrections be made within a set time, and a fine of between 20,000
and 100,000 RMB may be given.

Article 77

Where e-business operators violate the provisions of the first paragraph of article 18 of this Law
in providing search results, or violate the provisions of article 19 on bundling of goods and
services, the market oversight and management departments are to order that corrections be
made within a set time, confiscate illegal income, and may give a fine of between 50,000 and
200,000 RMB; where the circumstances are serious, a fine of between 200,000 and 500,000
RMB is to be given.

Article 78

Where e-business operators violate the provisions of article 21 of this Law by failing to make
the methods and procedures for returning deposits clear to consumers, set up unreasonable
requirements for the return of deposits, or do not promptly return deposits, the relevant
regulatory departments are to order that corrections be made within a set time, confiscate illegal
income, and may give a fine of between 50,000 and 200,000 RMB; where the circumstances
are serious, a fine of between 200,000 and 500,000 RMB is to be given.

Where e-business operators violate provisions of laws or administrative regulations on
protection of personal information, or do not perform obligations to ensure network security as
provided for in article 30 of this Law and relevant laws and administrative regulations,
punishment is to be given in accordance with the "People’'s Republic of China Cyber-security
Law" and other laws and administrative regulations.

Article 80

Where e-commerce platform operators exhibit any of the following conduct, the relevant

regulatory departments are to order corrections within a set period of time; and where

corrections are not made in that time, give a fine of between 20,000 and 100,000 RMB; and

where circumstances are serious, order that operations be suspended for rectification and give

a concurrent fine of between 100,000 and 500,000 RMB.

(1) Not performing verification and registration obligations provided for in article 27 of this
Law;

(2) Not reporting relevant information to the departments for market oversight and
management or taxation as provided for in article 28 of this law.

(3) Not employing necessary measures to address unlawful circumstances as provided for in
article 29 of this Law, or failing to report to the relevant regulatory departments.

(4) Not performing obligations to store information on goods, services and transactions as
provided for in article 31 of this Law.
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Where laws or administrative regulations have other provisions on punishing the unlawful acts
provided for in the preceding paragraph, follow those provisions.

Article 81

Where e-commerce platform operators violate the provisions of this law and exhibit any of the

following conduct, the market oversight and management departments are to order that

corrections be made in a set period of time, and may give a fine of between 20,000 and 100,000

RMB; where the circumstances are serious, a fine of between 100,000 and 500,000 RMB is to

be given:

(1) Failing to continuously announce platform service agreements and transaction rules
information, or links to this information, in a conspicuous position on their homepage;

(2) Revising transaction rules without publicly soliciting comments in a conspicuous position
on their homepage, failing to follow provisions on the time for displaying revised content
in advance, or obstructing on-platform businesses from withdrawing;

(3) Failing to distinctly label their own business operations and those of platform businesses
in a conspicuous manner;

(4) Failing to give consumers a channel through which to rate the goods sold and services
provided on the platform, or deleting consumers' ratings without authorization.

Where e-commerce platform operators violate the provisions of Article 40 of this Law by not
conspicuously labeling goods and services that are paid placements as 'advertisements’,
punishment is in accordance with the provisions of the "Advertising Law of the People's
Republic of China."

Article 82

Where e-commerce platform operators violate the provisions of article 35 of this law by
carrying out unreasonable restrictions or place unreasonable requirements on on-platform
businesses' transactions, transaction prices, and transactions with other businesses, or attach
collect unreasonable fees from on-platform businesses, the market oversight and management
departments are to order that corrections be made in a set period of time, and may give a fine
of between 50,000 and 500,000 RMB; where the circumstances are serious, a fine of between
500,000 and 2,000,000 RMB is to be given.

Article 83

Where e-commerce platform operators violate the provisions of article 38 of this Law by failing
to take necessary measures against on-platform businesses violations of consumers' lawful
rights and interests, or failing to perform obligations to review credentials and qualifications of
on-platform businesses, or fail to perform obligations to safeguard consumer's safety, the
market oversight and management departments are to order that corrections be made within a
set time, and may give a fine of between 50,000 and 500,000 RMB; where circumstances are
serious a fine of between 500,000 and 2,000,000 RMB is to be given.
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Article 84

Where e-commerce platform operators violate the provisions of article 42 or article 45 of this
Law by failing to take necessary measures against on-platform businesses violations of
intellectual property rights in accordance with law, the administrative departments for
intellectual property rights are to order that corrections be made within a set time; and where
corrections are not made in that time, are to give a fine of between 50,000 and 500,000 RMB;
where circumstances are serious a fine of between 500,000 and 2,000,000 RMB is to be given.

Article 85

Where e-business operators violate the provisions of this law by selling goods or providing
services that do not meet requirements for ensuring the safety or persons and property, by
carrying out false or misleading commercial publicity or other acts of unfair competition, by
abusing their dominant market positions, or by acts violating intellectual property rights or
consumers' rights and interests and so forth, punishment is to be in accordance with the relevant
laws.

Article 86

Where e-business operators exhibit unlawful conduct provided for in this Law, record it in the
credit archives and make it public in accordance with relevant laws and administrative
regulations.

Article 87

Where employees of departments that oversight and management duties for e-commerce,
neglect their duties, abuse their authority, or twist the law for personal gain; or who leak, sell,
or illegally provide others with personal information, private information, or commercial
secrets they learn of through performance of their duties; legal responsibility shall be pursued
in accordance with law.

Article 88

Where provisions of this Law are violated, constituting a violation of the administration of
public security, public security administrative sanctions are given in accordance with law;
where a crime is constituted, criminal responsibility is pursued in accordance with law.

Chapter VII Supplementary Provisions

Article 89
This law is to take effect on January 1, 2019.
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