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The report provides a background check on three Chinese importers in Yunnan (hereinafter the
“Importers”) who are apparently subjected to criminal investigations by the Chinese government for tax
evasion. Their bank accounts are reported to be frozen and directors jailed. The Importers have left
substantial invoices of Dutch flower bulb exporters unpaid.

We have been requested to analyze the following three Importers:

e Sino (Beijing) Floriculture Co., Ltd (P& (dtn0) fEA-Fll A R A7) (hereinafter “Sino Flor”)

e Beijing Clover Seed & Turf Co., Ltd(7 57k (db50) A A5RHA R A ) (hereinafter “Beijing
Clover”)

e Yunnan Western Moon Trading CO., Ltd (= 76 H % 5% 1 [R A ) (hereinafter “Western Moon”)

This report will cover the following topics:

1. SAIC search into Sino Flor, Beijing Clover and Western Moon;

2. Introduction and summary of the (A) Yunnan and (B) National tax exemption regulatory and (C)
the Comparison between these regulations;

3. Recommendations

1. Company searches in Sino Flor, Beijing Clover and Western Moon
(&) Sino Flor

Sino Flor is a company located in Yanging district, Beijing. Its business scope includes planting and
sales of flowers, sales of seeds, and import and export of goods. The registered capital of the
company is CNY 50 million, held by five shareholders: Hua Wei (natural person) with 7.5%, Qian
Zhenquan (natural person) with 16.5% and three affiliated companies controlled by Qian Zhenquan.
Qian Zhenquan is therefore the actual controller of Sino Flor. Sino Flor is currently still under normal
operation.

Sino Flor has three subsidiaries in Yunnan Province: Yunnan Sino Floriculture Co., Ltd. (= Fd FU 15 £ 7
ol A BR 22 1), Lijiang Sino Floriculture Co., Ltd (REYL 4% 1677 #lk A BR 22 7)) and Kunming Badisi
Flower Supply Chain Management Co., Ltd (& BH & BAE AL R 20 8 8 B TR A 7).

All three subsidiaries have “flower growing and selling” and “goods imports” in their business scope,
and are currently under normal operation.

Detailed information on Sino Flor is attached as Annex |.
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(b) Beijing Clover

Beijing Clover is a state-owned company with many subsidiaries and affiliated companies all over
China. It is located in Chaoyang district, Beijing, and mainly engages in sales, scientific development
and technical service of seed.

The registered capital of the company is CNY 133.3333 million, held by two entities: National Animal
Husbandry Station (4= [E & 40 34) (public institution) with 30% and Xinjiang Qinggeda Ecological
Investment and Development Group Co., Ltd (#8875 #1K8 AE & X 5 5 I K 4R B R 4 7)) (state-owned
company) with 70%.

It has two subsidiaries in Yunnan province: Kunming Clover Grass Industry Co., Ltd.(E& #7855 ik ol
A2 7) and Yunnan Shenzhou Clover Gardening Co., Ltd.(z F M 76 55 Tk il 24 [R A 7). The
latter’s business scope includes sales of flower seed, seedling, bulb; planting and sales of flower, and
import and export of goods.

Detailed information on Beijing Clover is attached as Annex II.
(c) Western Moon

Western Moon is a private limited liability company located in Kunming city, Yunnan province. Its
business scope includes planting and sales of flower and lawn; import and export of goods and
technology. Its registered capital is CNY 1 million which is held by Tian Fengjiang (natural person)
alone. It has no subsidiary but one branch in Ningxia province.

Regular inspections on compliance with tax exemption conditions

According to Chinese law, cases under criminal investigations are confidential and are not open to
public until court hearing. Therefore, it is not possible to obtain information on the specific charges
against them from official sources.

According to our findings,, the Yunnan Department of Finance conducts regular on-site inspections
with companies that have been granted tax exemptions. The risk percentage of annually being
subjected to such inspections is around 30%.

Such inspections focus on the following:

1) comparison between the actual import that is declared at custom clearance and the granted
conditions of tax exemption;

2) storage records of imported seeds and its actual usage including records of putting the
imported seeds in and out of the storage, planting agreements, the land leased for planting
and usage records , and the record of actual planting by the company itself or by the
cooperative farmers. The major focus should be laid on inspecting whether there is sales or
disguised sales;

3) the agency agreements involved and its implementations;

4) whether the imported flower bulbs, seeds and seedling are resold;

5) performance and evaluation of the implementation of the tax exemption policies.

These 5 inspection items are actually based on the local rules of Yunnan with respect to tax
exemption for imported flower bulbs. We will summarize such local rules in the Section 2 below.

We have learned from an unofficial source that the Importers are investigated for tax malfeasance
over different periods and that it is not one overall investigation by one authority. During our verbal
inquiry with the Yunnan Department of Finance, a government officer there confirmed that there are
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four companies in Yunnan which are currently under the investigation due to the violation of the local
rules of Yunnan by directly reselling the import VAT-exempted bulbs without any “planting”. For the
reasons mentioned above, he could not provide any further details.

2. Tax Exemption Rules

A. Yunnan Regulatory

Since Yunnan is the biggest flower import Province in China, it is granted autonomy to formulate its
own rules on the tax exemption policy on the importation of flower bulbs.

The principle regulation is the Administrative Measures of Yunnan Province for the Tax Exemption
Policy on the Importation of Flower Seeds, Bulbs, and Seedlings (hereinafter “Yunnan Administrative
Measures”) jointly issued by the Finance Department of Yunnan Province, Kunming Customs and the
State Tax Bureau of Yunnan Province on 2 June 2011."

According to the aforesaid local authorities that enacted the Yunnan Administrative Measures, the
newly updated national policy, namely the Administrative Measures for the Tax Exemption Policy on
the Importation of Seed Sources during the "Thirteenth Five-Year Plan" Period? (“the 13" Measures”)
which were jointly released by the Ministry of Finance (“MoF”), General Administration of Customs
(“GACC”) and State Administration of Tax (“SAT”) on 24 November 2016 (with a retrospective effect
back to 1 January 2016) does not result in change of Yunnan local policy.

e Requirements for Importers to qualify for VAT exemption

In accordance with the Yunnan Administrative Measures, the tax exemption policy refers to the
exemption of customs duties and import VAT? on flower seeds, bulbs and seedlings imported and
used for scientific research and planting in Yunnan.

The tax exemption policy also applies to enterprises adopting the operation mode of “Company +
Farmers (or flower growers cooperatives, agricultural specialized cooperatives) (hereinafter “Company
+ Farmers”). Enterprises engaging in sales or disguised sales of flower seeds, bulbs and seedlings
shall not enjoy the tax exemption policy. This is explicitly set out in the Yunnan Administrative
Measures.*

For an importer to be qualified for VAT exemption, the following conditions or restrictions shall be met:

a) The importer has to be registered in Yunnan province;

b) The business scope of the importer should include “scientific research on flowers” and/or
“planting of flowers”;

¢) The imported flower bulbs must be used for either scientific research or planting by the
importer itself, or by farmers who have cooperation planting agreements with the importer (incl.
“Company + Farmers” mode). With respect to the “Company + Farmers” mode, the local
authorities of Yunnan have emphasized that such a relationship between the importer and the

% The 13th Five Year Plan Period lasts from 1 January 2016 to 31 December 2020.
% When importing products into China, on top of normal tariff duties, the importers are required to pay value-added
tax (VAT). Import VAT is collected based on the increase in value of a product at the stage of import. The rate of
VAT imposed on the import of seeds and flower bulbs is 13% before the date of 1 July 2017 (the rate is reduced
to 11% thereafter according the new policy issued by the State Administration of Taxation and Finance). The
import VAT levied is deductible against the VAT levied at the stage of selling domestically.
* Article 2 of the Yunnan Administrative Measures.

3
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famers is regulated by way of “entrustment/ authorization”, which means that the farmers shall
plant the imported bulbs on behalf of the importer®. In this mode, both the farmers and the
planting activities they conduct must be within the territory of Yunnan;

d) The eligible enterprises will only enjoy the VAT exemption by application and subject to the
examination, verification and approval by the competent authority; and

e) The imported flower bulbs that are granted VAT exemption cannot be resold in Yunnan
without planting. The enterprises engaging in scientific research and planting of flowers or
their entrusted import & export agencies are strictly prohibited from reselling the tax exempt
imported flower bulbs. If such resale is found, the tax exemption qualification of the enterprise
involved will be suspended or cancelled.®

In particular sub €) here above might have been breached by the Importers.
e Competent Authorities

The Yunnan Provincial Department of Finance is in charge of the decision and management of the tax
exemption plan on the import of flower bulbs. The annual tax exemption plan shall be reviewed and
reported by the Yunnan Provincial Department of Finance jointly with the Kunming Customs, the
Yunnan Provincial State Tax Bureau. ’

Besides, the custom clearance of the import of flower bulbs that have been granted tax exemption
must be handled with the Kunming Customs.®

e Documents Required for an Importer to Apply for the Tax Exemption®

For the purpose of enjoying the tax exemption, the following documents are required to be submitted
to Yunnan Provincial Department of Finance:
a) The application report and the application form for tax exemption on the import of flower bulbs
into Yunnan;
b) The business license of the applicant;
c) The land lease agreement;
d) The goods import contract in English and Chinese;
e) The cooperation planting agreement (for “Company + Farmers” mode only); and
f)  True copies of the record-filing registration form for foreign trade and the registration certificate
of the custom declaration (if the tax exemption application is directly handled by the enterprise
itself) or the true copies of the agency agreement with and the business license, record-filing
registration form for foreign trade and the registration certificate of custom declaration of the
import & export agency (if the tax exemption application is handled by an import & export
agency).

e Quota

The enterprises engaged in scientific research or planting of flowers should file its annual tax
exemption plan on the import of flower bulbs one year before the importation. The Yunnan Department

> According to our verbal inquiry with Yunnan Department of Finance, a goverment official there indicated in
practice “cooperation” should be an essential element which should be reflected through the profit sharing
beteen the importers and local farmers among others.

® Article 13 of the Yunnan Administrative Measures .

" Article 4 of the Yunnan Administrative Measures.

8 Article 12 of the Yunnan Administrative Measures.

° Article 5 of the Yunnan Administrative Measures.
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of Finance will decide on the annual quota for each enterprise'®. The annual quota can be adjusted
before the end of September of the year in which the enterprise finds the granted annual quota
insufficient or redundant by reporting to the Yunnan Department of Finance in writing'*. In other words,
the importers are not allowed to trade quota among themselves.

The enterprises enjoying tax exemption are obliged to report the implementation status and analysis
materials of the annual exemption plan for the last year before 31 January each year. The competent
authorities may suspend the acceptance of tax exemption application if the enterprises fail to report on
time?2.

According to our verbal inquiry, there is an overall amount cap of USD 88.9 million for all kinds of
flower bulbs imported, anticipated by Yunnan Department of Finance in the beginning of 2017. This
amount is not included in the national quota to be introduced in the section B National Regulatory
below.

e Supervision and Inspection after Import

The Yunnan Provincial Department of Finance, Kunming Customs or the Provincial State Taxation
Bureau will regularly or periodically organize relevant departments or agencies to supervise and
inspect the implementation of the tax exemption plan on the import of flower bulbs®>. If non-
compliance is found, rectification will be ordered,; if the enterprises refuse to rectify timely, the
application for tax exemption shall be suspended; if the circumstances are serious, its tax exemption
eligibility may be cancelled.*

B. National Regulatory

We here below will set out in detail how the regulatory on a national lever works. This might still be
important to understand the total framework, and do specific pre-sale due diligence when a Dutch
exporter would contemplate to contract with an importer outside Yunnan.

e Rules on tax exemption from Ministry of Agriculture/ State Forestry Administration

As mentioned above, given that Yunnan is the biggest flower imported province in China, autonomy to
formulate its own rules is granted. And in provinces other than Yunnan, the 13" Measures apply.

With the implementation of the 13" Measures, certain regulations implementing an overall quantity
control method have been abolished, including the “approval of tax exemption on imports of
agricultural seed and provenance” by the Ministry of Agriculture (“MoA”) and the “verification of
provenance of wild animals and plants for breeding purposes” by the State Forestry Administration
(“SFA”).

1% Article 8 of the Yunnan Administrative Measures.

™ Article 10 of the Yunan Administrative Measures.

2 Article 7 of the Yunan Administrative Measures.

18 Specifically, a qualified accounting firm will be selected randomly by computer software, among 50 candidates
firms, to be responsible for auditing 15 random-selected importers at the beginning of every year. The audit will
include on-site checks for planting, warehouse-in and out inspections, etc. The inspection results will be sent back
to each importer, and administrative punishment for violating importers will be published at company’s credit
website (We have not found such information about the Three Importers at the said website). Any suspicion of
criminal guilty will be sent to tax audit department for criminal charges.

4 Article 14 of the Yunnan Administrative Measures.
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Under the 13™ Measures,, Chinese importers of flower bulbs with specific qualifications may enjoy tax
exemption by following the procedures which will be discussed below in more detail.

e Tax exemption list and import purpose

According to the 13" Measures, the scope of tax-exempt varieties includes a seed (seedling) used for
planting and cultivating various crops and forests'.. A list of seeds (“List”) exempted from import VAT
is attached as Annex IV. Tulip bulbs and lily bulbs are included as item 25 and item 26.

The tax exemption conditions for seeds are: (1) the seed is listed in the List and; (2) the seed is
directly used in or served for agricultural or forestry production and (3) the imported seeds under tax
exemption are not allowed to be used for the construction or services of any resort, club, golf course,
soccer field, or other places of consumption or sports venue'®.

 Operating procedures for tax-exempt import*’

Firstly, the importers that apply for tax-exempt import of items in the List should submit their annual
demand for tax-exempt import to MoA or SFA. .

After receiving all the applications, MoA and SFA will submit a proposal on the annual tax-exempt
import to the MoF, GACC and SAT. MoF, together with GACC and SAT will approve the annual tax-
exempt import plan, based on which MoA and SFA will subsequently confirm to each of the importer
applicants respectively the tax-exempt varieties and quantities of seeds and the end-use (marked with
“can be transferred and sold” where applicable).

Lastly, the importer should undergo the formalities for tax-exempt import with the local competent
customs within the scope of varieties and quantities confirmed by MoA or SFA. .

e Qualification requirements

According to the 13™ Measures, MoA and SFA are responsible for the administrative management of
collecting seed (seedling) import plan.

On 20 April 2017 MoA issued the Measures for the Implementation of Tax Exemption Policy for the
import of Seed Source during the 13" Five-Year Plan Period (NongWaiBan [2017] No. 2)*®, and
Circular on Submitting the Seed (Seedling) Import and Tax-exemption Plan in 2018, according to
which the importer applicants are required to obtain Seed Operation License.

Similarly, on 13 June 2017 SFA issued the Application Procedures for Tax-exemption Import of Forest
Tree Seed during the 13" Five-Year Plan Period. A company may import by itself directly or through a
qualified agent. In either case, such company or the qualified agent should obtain a Forest Seed
License

According to China Seed Law (revised in 2015), to conduct flower seed import business and apply for
the tax exemption, importers shall first possess Crop Seeds License issued by MoA, or Forest Seeds
License issued by SFA. Importers applying for either of the aforesaid licenses have to meet various

requirements, including qualified facilities, equipment, technical staff, operation environment, etc.™ By

15 Article 2 of 13" Measures.
16 Article 3 of 13" Measures.
I Article 4 of 13" Measures
18 The MoA and SFA Measures will be valid till the end of 13th Five Year Plan Period, i.e. 31 December 2020.
19 Article 6-10 of the Administrative Measures for the Crop Seed License; Article 10 of the Administrative
6
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comparison, it appears, to be easier for importers to obtain the Forestry Seeds License, and that
could be a reason why most of the Chinese flower importers choose to apply for the Forestry Seeds
License, and thereby their import of tax-exempted flower bulbs would be subject to the regulation and
annual quota of SFA.

e Application documents required for the importers

The application of tax-exempted import of seeds for the next calendar year should be filed to MoA or
SFA no later than middle November of the current year. Since the majority of flower bulbs importers in
China file their application to SFA, we will elaborate on the documents required by SFA for such
application.

The application documents required by SFA according to the latest rules include the following:

a) The application form for import forestry seeds (seedlings);

b) The copies of import contract, which should include: import port, species name, standard,
guantity, quality, etc.;

c) The true copies of the Forestry Seeds License (only for the first application of the current
year); if the import is handled by import agencies, the Forestry Seeds License of the import
agency should be submitted instead;

d)  Special requirements for import with the purpose of direct transferring and selling®’: the
copies of the transfer contract or sale contract only for importers apply for importing item
1,2, 25,26,27,44,46 and 47 of the List), and the purpose of import is for selling or
transferring stated in the Application Form. If the import is handled by import agencies, the
agency agreements should also be submitted;

e) Special requirements for import with the purpose of planting: the copies of the land-use
right documents; the land location, acreage and usage should be in accordance with the
recordings in the application form;

e The amount of import (plan) submitted

An importer is required to submit a plan for next year’s import, which should be accompanied by the
actual import quantity of the current year and a planned quantity for the next year based on importer’s
own operation. If the planned quantity in the import plan exceeds 10% of the actual import quantity of
the current year, the importer is required to submit a detailed explanation to justify its plan. However, if
the importer does not import the quantity of tax-exempted seeds as granted by SFA due to change of
business, the importer shall return the approval documents within 2 weeks after the expiry of validity
period of such approval documents and provide a written statement on the reasons of failing to import
the granted quota.

If the importer does not return the approval documents in time or fails to justify the unused quota, the
quota for the next year will be impaired as the unused quota from the previous year will be deducted
accordingly. Such rules will encourage the importers to submit the planed import quantity in a more
practical way. Although it is not explicitly forbidden by the rules, we assume, based on such
mechanism, the importers are not allowed to trade the quota among themselves.

Measures for the Forestry Seed License.
2 There is no definition of the term “transfer” or “sell” therein. In general, “transfer” and “sell” should both refer to
transaction modes. When it comes to movable goods, “transfer” should mean transfer of ownership which in
broad sense includes the “sell”; “Sell” is used more as a commercial term whic is intended to emphasize on the
transfer of ownership with consideraiton. Direct transfer or sale is only permissable for a number of seed varieties
which include tulip and lily bubls. We will elaborate on this rule later in this memao.

7
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At the national level, MoA and SFA administer the quota for each importer under a system of annual

total quotas for all the importers except those located in Yunnan which are subject to the local quota
21

system*-.

e National rules on direct transfer and sell

Under the 13" Measures, a number of tax-exempted varieties are permissible to be transferred or sold
immediately after the importation, provided that such immediate transfer or sale has been indicated as
the mode of end-use in the import plan submitted to MoA or SFA which then has confirmed and
marked such mode of end-use (“can be transferred or sold) in the approval documents. Otherwise,
import VAT will be collected.”

Tulip bulbs and lily bulbs are included among the seed varieties permissible for direct transfer or sale.
In this sense, the importer of tulip bulbs and lily bulbs located in China (other than Yunnan) may
immediately resell the imported bulbs without any planting activities, provided that the aforesaid
conditions have been met.

As for other imported seeds under the tax-exempt quota, which either fall outside the scope of
varieties permissible for immediate transfer or sell or the relevant approval documents lack the explicit
indication of “can be transferred or sold”, are forbidden from being transferred or sold without rational
planting experiment, cultivation, breeding or raising, unless permitted by the authorities otherwise®

An importer in violation of the abovementioned rules is subject to suspension of its qualification for tax
exemption for one year, and the importer who is subject to criminal liability for tax evasion is also
subject to suspension of its qualification for tax exemption for three years.24

e Standards on planting and cultivation

According to the 13" Measures, SFA has specified standards for “rational planting experiment,
cultivation, breeding or raising” in the Application Procedures for Tax-exemption Import of Forest Tree
Seed during the 13" Five-Year Plan Period. As for the bulbs, once the following criteria is met, it shodl
be deemed that “reasonable planting and cultivation” has been completed:

There shall be new root, stem, or leaf grown up after planting and cultivating”,(for lily bulbs using cold
storage for pre-rooting, it is required to grow up fibrous root).

Such standards are also applied to Yunan'’s rules for cooperative import and growing. Only after such
standards are met, the importers in Yunnan are allowed to transfer or sell flower bulbs.

L For the year of 2017, SFA has issued a national overall quota of 100 million bulbs for lily bulbs and tulip bulbs
respectively; while MoA has issued a quota of 45 million bulbs for lily, tulip and others in total. Such figures do not
include imported bulbs under the local rules of Yunnan.
22 pArticle 2 of Notice of the General Administration of Customs on Issues concerning the Implementation of the
Tax Policies for Imported Seeds and Provenance during the 13" Five-Year Plan Period.
2 Article 8 of Notice of the General Administration of Customs on Issues concerning the Implementation of the
Tax Policies for Imported Seeds and Provenance during the 13" Five-Year Plan Period
** Article 8 of the 13" Measures.

8
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C. Comparison of Yunnan and National Regulations

The difference between Yunnan local rules and national rules and the implications for the Dutch
flower bulbs exporters are set forth in the table below.

Yunnan Rules

National Rules

Implications for Dutch Exporters

Qualification
of importers

= No Crop Seeds
License or Forestry
Seed License
required;

= Business scope
should scientific
research on flowers
and/or planting of
flowers

Obtaining of Crop Seeds
License or Forestry Seed
License is required

Threshold set by Yunnan rules is
lower than the national rules, which
makes a relatively large number of
the eligible importers in Yunnan and
easier for Dutch exporters to find a
importer with less efforts on due
diligence required.

* Yunnan adopts a

= No flexibility for the

Yunnan importers have more

for transfer
or sell

allowed;

= Planting before
transfer or sell is a
must;

bulbs are permissible

Quota local quota system importers who can only | flexibility in obtaining the quota
management which is totally submit the planned accommodating its actual operation
independent from import quantity once in and import plan and such incentive
the national quota advance; for importing will benefit the Dutch
system; = More conservative in exporters.
= More flexible for the making an estimate of
importers as they import quantity as
are also allowed to underperformance may
have the quota negatively impact the
adjusted by the local guota to be granted
authorities in Q 3 of next year
a year
= No immediate = Immediate transfer or = Post-import supervision and
Conditions transfer or sell is sell of tulip bulbs and lily monitoring in Yunnan is a key

concern as exposures of non-
compliance among Yunnan
importers are expected to be
higher than importers outside
Yunnan;

= Practical for Dutch exporters to
check whether an importer
outside Yunnan is allowed to
immediately transfer or sell tulip
bulbs and importers which are
allowed to do so may be the
preferred options for the Dutch
exporters;

= More efforts required for the
Dutch exporters to exert any
influence on the post-import
activities of Yunnan importers of
which any non-compliance with
local rules would endanger the
trade with exporters.
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3. Recommendations

Since the alleged violation of the Yunnan Administrative Measures is the main cause leading to the
current case, it is advised to be careful when dealing with importers from Yunnan Province.

e Pre duediligence before contracting with a Chinese importer of flower bulbs

To avoid contracting with a non-compliant importer we suggest the following pre-due diligence when
establishing a new long term relationship with a new importer in which payment terms are partly on the
basis of open account. A lot of objective information can be retrieved from official data bases.
However, the governmental records on tax exemption qualification are not open to the public. It is
therefore advised to inquire with the importer itself for evidence that tax exemption has been granted.

In addition, if the importer is from Yunnan, three conditions need to be confirmed: (a) such company is
registered in Yunnan; (b) the business scope of such company shall include either scientific research
of flowers or planting of flowers; (c) the planting shall be conducted by itself or by cooperative farmers
within Yunnan.

However, even if the eligibility of the importer has been confirmed as apparently is without problems,
the exporter will still be put at risk if the importer does not act in accordance with the Yunnan
Administration Measures after the tax exemption has been granted. Mainly, the importer may resell
the imported flower bulbs without planting.

Finally, if the Chinese importer has substance in terms of paid-up registered capital, and is in
existence for years, recourse in the event of failure is more likely. In this respect, the chances to
collect outstanding payments from Sino Flor and Beijing Clover are far more likely compared with the
relatively small company Western Moon that has less reason not file for bankruptcy in the event
outstanding payments are causing substantial loss making.

e Proper standard export contract that can be enforced in China in the event of
irregularities

Of course a L/C or prepayment as payment term is advised. However, in the event this is not feasible,
the payment obligation in an agreement should at least be able enforceable in China. Stating that
Dutch law is applicable and that Dutch courts are competent does not have effect in China when it
comes to enforcement in China.

Further, the term of representation and warranty in the contract shall also have attention to prevent
against concocted arguments with respect to quality problems in order to avoid payment.

We would be happy to check existing export agreements or draft a standard agreement that is China
law proof and enforceable in China.

e Keeping up to date with the regulatory and policy changes

The Yunnnan Administrative Measures were released in 2011, during the 12" Five-Year Plan.

Since the 13" Measures have been released, it is likely that the Yunnan Administrative Measures will
be amended or replaced accordingly in order to become compliant with the 13" Five-Year Plan and
the 13th Measures. For examEIe, on the matter of VAT exemption for importers reselling the flower
bulbs, during the period of 12" Five-Year Plan, the flower bulbs granted VAT exemption is prohibited
from selling without planting, unless prior approval is obtained; in comparison, during the 13" Five-

10
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Year Plan, importers of certain seeds listed (including tulips and lily bulbs) are entitled to apply for
VAT exemption, and the seeds can be resold upon the when the VAT exemption form is marked with
“can be transferred or sold”.

According to informal discussions with the Yunnan local authorities, we have been informed that,
though Yunnan has autonomy to formulate its own rules on tax exemption policy on imported flower
bulbs, the occurrence of the case of the (apparently) non-compliant Importers may make the central
government reconsider such grant of autonomy to the Yunnan Province, and the central government
might take back such autonomy in future.

Considering that the possible change of Yunnan local rules and the continuous changing status of the
national rules, it is important keep up to date with any regulatory change to timely adjust the strategy.

In addition, Anthos might undertake efforts to organize or support a lobby with the authorities to
change the present regulatory, or clarify inconsistencies, and enhance transparency with respect to
the export and clearing of flower bulb trade with China.

Our firm would be happy to provide a service keep Anthos regularly updated of any new
developments.

JHS/LJO
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Annex |: SAIC search of Sino Flor

Summary of Company Reqistration Research at State Administration for Industry and

Commerce

Sino (Beijing) FloricultureCo., Ltd.
e (bR FEFAFERA

Unified social

; 91110302784828761J
credit code
Legal ) .
representative Qian Zhenquan(Ek )
Phone 010-87163150
Email sinoseed@163.com
Date of
establishment 13January. 2016
Registered .
capital CNY 50million
Company type | CO., LTD

Equity holder

®  HuaWei (4£1F) - CNY 3.75 million in cash (has paid in CNY 1.5 million on 19 Dec.
2014, and CNY 2.25 million on 17 May. 2017)— 7.5%

®  Qian Zhenquan (8:4E4X) - CNY 8.25 million in cash (has paid in CNY 3.3 million on 19
Dec. 2014, and CNY 4.95 million on 15 May. 2017)— 16.5%

®  BeijingHuaxianggu Investment Centre LLP. (AL £ S8 #t bty (A RA1K) ) - CNY
20 million in cash (has paid in CNY 8 million on 19 Dec.2014,and CNY 12 million on
25 May. 2017) — 40%

®  BeijingXianhuagu Investment Centre LLP. (AL IER & 0 (HRA14K) ) - CNY
3 million in cash (has paid in CNY 1.2 million on 19 Dec.2014,and CNY 1.8 million on
16 May. 2017) — 6%

®  Jiangsu SinoHorticulture Flower Co., Ltd.({L.75FEi# £ /7 A BR A &) - CNY 15 million in
cash (has paid in CNY 6 million on 19 Dec.2014,and CNY 9 million on 9 May. 2015) —
30%

Senior executive

1. Manager: Qian Zhenquan (£
2. Executive director: Qian Zhenquan (£4RH)
3. Supervisor:Wang Nan (FE##)

Registered
address

Room 1001, Building No.27, Courtyard No.8, Forth Fenggu Road, Zhongguancun Yanging
Garen, Yangqing District, Beijing (Ft35 7 4 PR IX A1 SG A 1E PR W7 DU % 8 5B 27 ‘5%
1001)

Business scope

Flower cultivation; technology development, training, service, transfer; information
consultant(except intermediary services); sale of flower, bonsai, lawn, chemical fertilizer,
pesticide(except dangerous chemical), general merchandise, office supplies, horticultural
machinery, horticulture tool;import and export of goods;agency of import and export;garden
design; conservation of garden green land; landscape; sale of seed, seedling.
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Change matters

Before the change

After the change

Change date

Zhang Jianling ( 3Kk

Qian Zhenquan (&:4R

Legal representative ) i) 12 July. 2013
Executive director: Manager: Qian
Zhang Jianling ( 3% | Zhenquan (544
%) Executive director:
Change of Senior executive Manager: Xu Liang(#%: | Qian Zhenquan (8:#E | 12 July. 2013
registration =) )
Supervisor: Qian Supervisor:Wang Nan
Zhenquan (344 (FEA#)
gﬁggdanlmg (St Qian Zhenquan (%1
Equity holder Qian Zhenquan (444R )-74% 12 July. 2013
£)-30% Wang Nan (FA#)-26%
Yard 11-12, Courtyard Room 401, 4" floor,
. No.10, East Unit 1, Building 62
Registered address Kuanggiao St . NO.2 North Jin ' 9 July. 2014
. gyuan
Me.r).tougou district, St.. BDA, Beijing.
Beijing. ' '
Registered capital CNY 1 million CNY 50 million ggﬁctober.
Jiangsu
Qian Zhenquan (k3% | SinoHorticulture
Equity holder B)-74% Flower Co., Ltd.(T#5 | 2 January.
quity 2015
Wang Nan (E##)-26% | PEIETET A RAR)-
100%
Hua Wei (4£1F) - 7.5%
Qian Zhenquan (£
) - 16.5%
BeijingHuaxianggu
Investment Centre
LLP. (AbmTe R a9t
Jiangsu Hol CHIRETKD ) -
SinoHorticulture 40%’ )
Equity holder Flower Co., Ltd.(/T.35 BeijingXianhuagu 21 December.

PR AR )
100%

Investment Centre
LLP. (b EEfE s 49t
b CHRREGT ) -
6%

Jiangsu
SinoHorticulture
Flower Co., Ltd.(7L7x
PHAES AT IR A ] —
30%

2015

Registered capital

CNY 50 million

CNY 20 million

21 December.
2015

Registered address

Room 401, 4™ floor,
Unit 1, Building 62,
No.2 North Jingyuan
St., BDA, Beijing.

Room 1001, Building
No.27, Courtyard
No.8, Forth Fenggu
Road, Zhongguancun
Yanging Garen,

12 December
2016

13
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Yanggqing District,
Beijing
Registered capital CNY 20 million CNY 50 million 18 May. 2017

COMPANY CHART:

Shareholder
Executive Director
General Manager &
Legal Representative

Qian Zhengguan |:C Sino (Beijing)
(iR Floriculture Co., Ltd.

Executive Director
General Manager &
Legal Representative

Sole shareholder

Kunming Badisi Flower
Supply Chain
Management Co,, Ltd,

Lijiang Sino Floriculture

Yunnan Sino Floriculture
(o, Ltd.

Co, Ltd,

14
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Annex Il: SAIC search of Beijing Clover Seed & Turf Coand its Yunnan subsidiaries

Summary of Company Reqistration Research at State Administration for Industry and Commerce

Clover (Beijing) Seed &Turf CO., Ltd.
RHR JALE) EFFHFRAF

Unified social

. 91110105600040778N
credit code
Legal ; LY
representative Zheng Caihong(FFF4L)
Phone 010-64950380
Email seed@bijclover.com / admin@bjclover.com
Date of

establishment

25Nov. 1994

Registered capital

CNY 133.3333 million

Company type CO., LTD
®  National Animal Husbandry Station (4 & #i &.45) (Public Institution)- subscribed
. contribution: CNY 40 million; ratio of contributions: 30%
Equity holder

® Xinjiang Qinggeda Ecological Investment And Development Group Co.,Ltd. CHiiEH A ERS
X $ 7 T K& S B4 R 22 7])( State-owned Company), ratio of contributions:70%

Senior executive

Chairman of the Board: Zheng Caihong (% #41.)
Manager, Director: Liu Zixue (Xl F %)

Director: Wang Yu (T #i)

Chairman of the board of supervisors: GuoJdie (¥87%)
Supervisor: Liu Xiaobo (XI|i%{#)

Supervisor: Yang Xiaowen (#1% )

o UM LNE

Registered
address

Room 1305A, Building N0.208, Area No.2, Middle Lize Park, Wangjing New Industry Zone,
Chaoyang District, Beijing

Business scope

technology development, consultant service and technology training for grass industry; Sale of
building materials (not in entity shops), flowers, tree(seedling), mechanical equipment, lawn,
pesticide, grass seed, seed (seedling, bulb), fertilizer for flowers, fertilizer for grass; screen of
grass seed; consultant service, design and construction for landscaping, estate management, real
estate development, self-run or agency of import and export goods and technology (except
forbidden items); processing with supplied materials and the three-processing and one
compensation business; counter trade and transit trade.

Change of
registration

Change matters Before the change After the change Change date
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Group Co.,Ltd. (Hris
B EESXE R K
EHER A )

Registered capital CNY 10 million CNY 40 million 7 Apr. 2013
State-owned
Company type Company CO., LTD 5Jul. 2016
National Animal
Husbandry Station (4=
National Animal BRI,
. Husbandry Zhongjiacheng
Equity holder Veterinarian Station International 5 Jul. 2016
(4= [E B MR k) Investment(Beijing)Co
SLtd. (r Ak g
AExD HIRAA).
Registered capital CNY 40 million CNY 133.3333 million | 5Jul. 2016
Legal representative Liu Zixue(X| H %) Sun Yu (FhE) 5 Jul. 2016
Beijing Clover Grass Clover (Beijing) Grass
Company name Industry Technology Industry Technology 5 Jul. 2016
Development Centre CO., Ltd.
Chairman of the
Board: Zheng
Caihong(¥f % 41)
Manager, Director: Liu
Zixue(X| H %)
Director: Sun Yu (#
. . x)
Senior executive None record Chairman of the board 22 Jan. 2017
of supervisors: GuoJie
(FB7)
Supervisor: Liu
Xiaobo (XIi%1H)
Supervisor: Yang
Xiaowen (#1%30)
. Xinjiang Qinggeda
IZI:ongjltz_achelng Ecological Investment
. nternational And Development
Equity holder Investment(Beijing)Co 22 Jan. 2017

16
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Added:Sale of building

®)

Hir)

Business scope materials (not in entity | 22 Jan. 2017
shops)
Legal representative Sun Yu (#E) Zlh)eng Caihong (%% 22 Jan. 2017
Clover (Beijing) Grass
Company name Industry Technology Clover (Beijing) Seed 22 Jan. 2017
& Turf CO., Ltd.
CO., Ltd.
Senior executive Director: Sun Yu (fh Director: Wang Yu (- 26 Jul. 2017

COMPANY CHART:

Liu Zixue

(X8>

Legal Representative
& Chairman of the Board

Yunnan Shenzhou Cover
Gardening Co., Ltd.

General Manager & Director

| >

17
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Annex lll: SAIC search of Yunnan Western Moon Intl.and its Yunnan subsidiaries

Summary of Company Reqistration Research at State Administration for Industry and Commerce

Yunnan Western Moon Trading CO., Ltd.

sHEEARSAERAR
Unified social | g153012169305799xW
credit code
Legal . . .
representative Tian Fengjiang(H RJT)
Phone 0871-67498200
Email 1215016165@qg.com
Date of
establishment 12Aug. 2009
Registered CNY 1 million
capital
Company type CO., LTD
Equity holder ® Tian Fengjiang (FH AJT)— CNY 1million — 100%
Senior 4. Executive director, Manager: Tian Fengjiang (H XL)
executive ' ' ger: girang
Registered Room 208, Yunnan Flower Logistics Center Office Building, Nanyun Town, Chenggong
address District, Kunming City, Yunnan Province

Business scope

Cultivation and sale of flower and lawn; import and export of goods and technology.

Change of
registration

Change matters Before the change After the change Change date

None
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Annex IV: Tax exemption goods list (national rule)

BE O R R IR B 1R g Tax exemption goods list
55 BB IR Product Designation
3L English
—. ®F () I.Seed (seedling)
1 ToARA A % A Rootless cuttings and Scion
2 KR FREF CED Fruit, Dried fruit seed (seedling)
3 [k Strain
4 fas K. MEMF Pine, Fir,Cupressaceae seed
5 ¥ BT Eucalyptus seed
6 e N N Rose,Magnolia seed
7 M R Betula,Camphor seed
8 FafE . AT Palm, Toxicodendron vernicifluum,Maple seed
9 b A2k potato seed
10 EE U Beans seed
11 JREFh+ Melons seed
12 MnmERh -5 Coffee seed
13 Fph Tea seed
14 A Silkworm
15 B Mulberry seedling
16 FIHT Wheat and barley seed
17 FoKAT Maize seed
18 IKFEFH T Paddy seed
19 HAB Y FhT Other cereals seed
20 FhRTEAE peanut seed
21 e U Cannabis seed
22 Fh 2T Seed Rapeseed
23 FhH 7] H 254 Sunflower seed
24 HRLEA-T- Cotton seed
25 A8 A AR Tulip bulbs
26 HEPhER Lily bulbs
27 JEE AR ER Gladiolus bulbs
28 Tl F Z R sesame seed
29 Hopth L Fh T Other Oilseed
30 E S Fh T Beet seed
31 LHET Purple clover seed

19
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32 =R Clover seed

33 FFF Fawn seed

34 RAKRT Poa annua seed

35 AR T Rye grass seed

36 LV Phleum pratense seed

37 FHEAC T Stylo seed

38 PRI Bermudagrass seed

39 DIYR N e Sorghum sudanense seed

40 GhEETIM T Zoysia japonica seed

41 ZREFh T Green manure seed

42 FEPRT Lawn seed

43 HARE, ARHEY AT | Other seed for forage plants

44 TR (. Bk 2 Flowers seed (seedling bulbs, stems)

45 B Vegetable seed

46 HAnFE AR, B2 | Other seed for planting, fructification and spores
LaF

47 HABFRE AR 2. 1. Other cultivated roots, stems, seedling, teeth, reproductive
TG LM R materials

48 YRR CED Herbs seed (seedling)

49 R Cane seedling

50 RIRGIB b -T- Natural rubber seed

51 S B AT Tobacco seed
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