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Bing-guang YU
Attorney-at-law/Senior Partner

AllBright Law Offices

He is also a permanent representative of AllBright Law Offices (London) Limited.

Mr. Yu has rich experience on providing capital market legal services, such as IPO, M&A, funds,
PE financing, FDI etc. Mr. Yu has provided legal services for hundreds of Chinese and foreign
businesses in terms of investment and financing, establishment of new companies, inbound
and outbound M&As, restructuring and asset restructuring, domestic and overseas IPOs,
Asset-backed Securitizations, PE financing and funds-related legal services. Mr. Yu was
engaged as permanent and/or project legal counsel for many companies. He is also invited to
act as senior expert legal counsel by many renowned institutions, such as CGGT (China Going

Global Think Tank), ShanglLian Think Tank, Elite V-Next Alliance, LinGang Innovation
Management Institute, Shanghai State-owned Assets Journal and The Chamber of Commerce

of Liaoning Province etc.
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Foreign Direct Investment

* The Foreign Investment Law (FIL) took effect on January 1, 2020.
It is a unified fundamental law of China in the foreign investment area.

From January 1, 2020

Foreign-Invested Enterprises
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What benefits does the FIL bring to investors?

* “National Treatment plus Negative List"

Restricted Foreign investors shall provided in the

Negative List.

sector

Prohibited - :
Foreign investors Invest.
sector

National Treatment is applied to foreign investors.
Sectors not
listed \ : a treatment granted to foreign

investors and their investment during investment entry period,
which is no less favourable than that granted to domestic
investors and their investment.
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Negative List

e The 2013 Negative List

* |n September 2013, the Shanghai Government formulated the Negative List (the 2013 Negative
List) for Access of Foreign Investment to China (Shanghai) Pilot Free Trade Zone (FTZ).

* Procedures mainly include administration measures, such as restriction on registered capital,
equity ratio and business scope, etc.

e The 2020 Negative List

* The newly published 2020 Negative List in the FTZs cuts the number of restricted or prohibited
items from 190 down to 30. The Negative List applied outside the FTZs contains 33 items.

* The lists further relax the restriction on foreign investment to certain industries.
* Investment in manufacturing is almost opened up.

List 190 139 122 95 45 37 30 (FTZ)
33 (National)
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What benefits does the FIL bring to investors?

More flexible corporate forms: the same as domestic ones
e.g. A foreign invested company shall comply with the domestic Company Law.
*for existing FIEs: a five-year transition period

Domestic Company Law

Previous FIE laws

Foreign investment ratio

Highest authority

Quorum of the highest
authority’s meeting

Major issue decision
mechanism

Equity transfer restrictions

Dividend distribution

Term of directors

(under the FIL)

No requirements

Shareholders’ meeting

No requirements

Shareholders’ resolution (two-thirds)

Consent of more than half of the other
shareholders (unless otherwise stipulated in
AoA)

Distributions based on proportion of paid-in
capital (unless otherwise agreed by all
shareholders)

No more than three years

(lack of legal flexibility)
Normally no less than 25%

Board of directors

Two-thirds of directors or committee
member (CJV)

Unanimous approval by directors present
at the meeting

Unanimous consent of all other
shareholders

Distribution based on registered capital
ratios

EJV: Four years;
CJV: no more than three years



What benefits does the FIL bring to investors?

* Financing:
* Public offering of securities (e.g. stocks, corporate debts, etc.)

* |IP Rights & Commercial Secrets Protection:
* No forced technological transfer through administrative measures

* Free Remittance:
* Legally received profits and proceeds
* Free remittance inward and outward in RMB yuan or a foreign currency

 Government procurement, license application, standard-making:
* Fair competition and equal treatment

* Compensation and remedies for expropriation
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Mergers & Acquisitions

Mergers & Acquisitions

Acquisition of Equities

Acquisition of Assets

Acquisition of equity of
shareholders of
domestic enterprises

Subscription to
additional capital of
domestic companies

Incorporation of
foreign investment
enterprises by foreign
Investors

Acquisition of assets of
domestic enterprises
and investment of such
assets

Acquire and operate
assets of domestic

Establish foreign
Investment enterprises
for operation of such
assets
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| QFII & RQFII

 What is QFII/RQFII?
Qualified Foreign Institutional Investors
RMB Qualified Foreign Institutional Investors
* Allowing specified licensed international investors to participate in mainland China's stock exchanges

Obtain Investment
License

Application
Documents

Obtain Investment
Quota

Custodian Bank

* which has been removed from June 6th, 2020

Start Trading in
SSE Market
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 Qualification for QFIl License

Asset Management

Insurance companies

Securities companies

Commercial banks

Others (pension fund, charity fund, endowment fund,
trust company, government investment institution)

2 years or more

2 years or more

5 years or more

10 years or more

2 years or more
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Not less than USD 500 million in securities assets in the last
financial year

Not less than USD 500 million in securities assets in the last
financial year

Not less than USD 500 million in net assets and not less than
USD 5 billion in securities assets in the last financial year

Not less than USD 300 million in tier one capital and not less
than USD 5 billion in securities assets in the last financial

year

Not less than USD 500 million in securities assets in the last
financial year

* managerial personnel, governance structure, countries or regions with a Memorandum of Understanding...
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| QFII & RQFII

* Provision on Fund Administration of Domestic Securities and Futures Investment by Foreign Institutional
Investors took effect on June 6, 2020.
* Investment Quota Limitation has been removed from June 6", 2020.
* Registration-based rules for qualified investors when they make cross-border funds transfer or currency
exchange
* QFIl to freely choose which currency and when they remit money to the country
* Simplified outward remittance procedures for QFll's securities investment gains
special audit reports on investment income and tax filing form, not required
only need : tax commitment letters
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| QFLP & R-QFLP

* What is QFLP/R-QFLP
Qualified Foreign Limited Partnership
RMB Qualified Foreign Limited Partnership

* Allowing foreign investors to form an onshore RMB fund to invest in private Chinese companies

* Pilot Programme in 10 cities:
In Shanghai(_I- /&), Beijing(1L ¥), Chongqing(E JX), Tianjin(7<3), Shenzhen(i%3l]), Qingdao(& &),
Guiyang(o7['H), Pingtan(“1-1%), Zhuhai(Zf i), Guangzhou() /).

* Big private equity players such as Blackstone, TPG, Carlyle, have all established QFLP funds.
* JPMorgan also has a QFLP fund in Beijing.



Various Stock Connects

Shanghai-Hong Kong

Stock Connect

Shenzhen-Hong Kong

Stock Connect

Shanghai-London

Stock Connect

Launched in
November 2014

Launched in
December 2016

Launched in
June 2019

319 Companies
Listed for Trading

477 Companies
Listed for Trading

HTSC (Huatai
Securities Co., Ltd.)
as the first company

Investment
in CDR/GDR



Comparisons

QFII/RQFII

Shanghai-Hong Kong Stock Connect
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Shanghai —London Stock Connect

Primary Market
Activities

Initiated by mutual cross listings of issuers,
either by capital raising or technical listing

Cross-border trading,
clearing & settlement

One-way, executed between
QFII/RQFII investors and their local
Chinese brokers and custodians

Two-way, investors trade directly in each other's
market, clearing and settlement centralized by

HKSCC and CSDC (China Securities Depository and
Clearing Corporation)

Two-way Desighated Brokers enabled to
trade directly in each other’s marker. Cross-
border settlements are executed by broker’s
respective custodians

Eligible investors

Selected institutional investors

SSE Members, institutional investors and eligible
individual investors Southbound, and HKEX
members and their clients Northbound

SSE Members, institutional investors and
eligible individual investors Westbound, and
LSE members and their clients Eastbound

Eligible Securities

Shares, bonds and warrants listed
in exchange, bonds listed in CIBM,
stock futures and certain funds

Constituents of SSE 180 Index and SSE 380 Index,
SZSE 500 Index and the SZSE S/M CIlI (>RMB6bn},
and certain A+H shares Northbound, and
constituents of HSLI, HSMI and HSSI (>HKD5bn),
and certain A+H shares Southbound

DRs issued by companies in each other’s
markets

Quota

Quota limits has been removed in
June 2020

Quota applied to the whole market daily trading

Similar quota to HK initial overall and daily
trading quotas. Designated brokers granted
additional trading quota. Individual
applications for investors are not required.
Local trading is free of restrictions.
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Opening up of the financial industry

 No later than April 1, 2020, China shall remove the foreign equity cap in the life, pension, and health
insurance sectors and allow wholly U.S.-owned insurance companies to participate in these sectors.

* No later than April 1, 2020, China shall remove any business scope limitations, discriminatory regulatory
processes and requirements, and overly burdensome licensing and operating requirements for all
insurance sectors (including insurance intermediation).

Phase-One Trade Agreements between China and the United States
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Opening up of the financial industry

e Opinions of the State Council on Further Proper Utilization of Foreign Investment took effect on October 30, 2019.

* Comprehensive opening up:

* (Cancel the restriction that foreign shareholding ratio shall not exceed 51% in 2020

Securities companies, securities investment fund management companies, futures companies and life
Insurance companies

 Cancel the restriction on the business scope

Foreign banks, securities companies, fund management companies and other financial institutions

 Reduce the quantitative access conditions

 Cancel certain requirements for the total assets

 Expand the scope of shareholders that can invest in foreign banks and foreign insurance institutions
 Allow foreign insurance group companies to invest in and establish insurance institutions

* Apply consistent administrative licensing matters
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Free Trade Zones in China

* Since the Free Trade Zone was formally
announced in Shanghai on 29th September 2013,
ten other FTZs have been established with the

goal of attracting foreign investment. e Guangdong
e Tianjin
o . o e Fujian
* Companies in FTZs are able to exercise additional e Liaoning
autonomy over their business and receive e Zhejiang
certain tax incentives. e Henan
e Hubei
o . . e Chongqing
e Companies in FTZs are applied the FTZ Negative S EHebrEm
List with fewer restrictions (37 items in Year o Shanxi

2019) than the one outside FTZs (40 items in e Shanghai
Year 2019).
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Example: Lin-gang Special Area

* Lin-gang Special Area was established in August 2019.

 The total area is 873 sqkm, with the pioneering promoter area of 119.5 sqkm.

* Policy support - the “6 plus 2” policy innovation:

> Freedom of investment

Freedom of trade
Free flow and exchange of capital =

Free transport
Talent settlement ‘ i
Easy information connection

Tax incentives FLJ : 4 :

Risk control

V.V V VY V V VY

The red area: pioneering promoter area
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Example: Lin-gang Special Area - Policy Support

 Tax system and policies:
1. Reduced corporate income tax of 15% within 5 years

(industry: integrated circuits, artificial intelligence, biomedicine, civil aviation and other key areas )

2. Subsidy policy for the difference in the individual income tax burden on overseas talent

3. Bonded/duty-free goods and services in Yangshan Bonded Zone

4. International transport carried out by any ship manufactured within the territory of China and
registered with "China Yangshan Port" to be deemed as export and entitled to export tax rebate
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Example: Lin-gang Special Area - Policy Support

Licensed financial institutions
(institutions in banking, securities, insurance, futures, fund management,

trust etc. )

New financial institutions Settlement reward of up to
(finance leasing companies, wealth and asset management institutions, 60/20/20/20 million yuan;
third-party payment companies, asset appraisal agencies etc.) Certain comprehensive

Investment enterprises contribution reward according to
(RMB and foreign currency equity investment management enterprises, their annual financial contribution;
equity investment enterprises, etc. ) Other rewards

Financial Functional Institutions

(trading places, financial element trading platforms, clearing and settlement
institutions etc. )

A one-time subsidy of up to 12%

Newly established financial institutions that purchase office space in the Special of the actual purchase price (not
Area for their own use exceeding 60 million yuan)

Key financial institutions Rewards on a case-by-case basis
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Example: Lin-gang Special Area - Policy Support

* Pilot projects to integrate domestic and foreign currencies in free trade accounts

 The funds raised abroad by enterprises in the Special Area, the funds raised abroad and the income
obtained from cross-border services by qualified financial institutions can be used independently for
business and investment activities in Lin-gang Special Area and elsewhere abroad.

* To encourage multinational companies to set up global or regional fund management centres and
headquarters in Lin-gang Special Area.
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Mr. Bing-guang YU / FIBY%

Senior Partner/ZRSIkA
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A/IBIE:  12/F Shanghai Tower, No.501, Yincheng
Middle Rd. Pudong New Area, Shanghai
200120, P.R. China

RO KE 121

EmEFRHT X IR %5015 £
MB4m200120

M/3EH]: + 86 134 8235 6051

E/HFF8: yubingguang@allbrightlaw.com



