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Major Institutions

Chinese Banks

(a) Policy Banks
* China Development Bank
* The Export-Import Bank of China
» Agricultural Development Bank of China

(b) Commercial Banks

* Industrial and Commercial Bank of China
« Bank of China

China Construction Bank

Agriculture Bank of China

China CITIC Bank

China Minsheng Bank

China Merchants Bank

Industrial Bank Co., Ltd.

Other local banks
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Major Institutions

Non-Bank Lenders

(a) Silk Road Fund
Founded in 2014

Sponsors: SAFE (65%), China Investment Corporation (15%), CDB
(5%), and CEXIM (15%)

Total capital of USD 40 billion and RMB 100 millio n
(b) China-Central and Eastern Europe Investment Cooperation Fund

Inaugurated in 2013 and incoporated in Luxembourg
Sponsors: CEXIM and Hungarian Export-Import Bank
Total funding commitment: USD 435 million

(c) China-Africa Development Fund

(d) China-ASEAN Investment Cooperation Fund
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Major Institutions

Regulatory Bodies

(a) People’s Bank of China (PBOC)
the central bank of the PRC

focus on monetary policies
(b) China Banking Regulatory Commission (CBRC)

the main regulatory body for the banking and insur ance industries in
the PRC

(c) State Administration of Foreign Exchange (SAFE)

mainly responsible for foreign exchange control po licies in the PRC
(d) National Development and Reform Commission (NDRC)

to plan the layout of key construction projects an d productivity
to carry out regulatory supervision of certain fin ancing activities
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Major Institutions

Sinosure

» A state-funded export credit agency (ECA) established for promoting
China’s outbound investment and trade development and cooperation

e Sinosure credit insurance policies to cover political and economical risks
In connection with debt and equity investments

* Frequently the most important credit enhancement support for the
financing of a BRI project

e Sinosure often requires comprehensive and back-to-back contractual
arrangements, and also requires support from the host country as key
conditions
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Supportive Measures

CBRC M&A Loan Guidelines

e Reformed in 2015

Leverage Maximum
ratio loan tenor
increased Increased

ffom 50%to | from 5 years
60% to 7 years

Secured loan is
no longer a
mandatory
requirement

© 2018 Baker & McKenzie

o Il



Supportive Measures

PRC’s New ODI Regulatory Regime

» Approval required if sensitive projects. Otherwise Record-filing or information reporting
only.
* Once approved/record-filed, issue of Approval Letter/Record-filing Notice.

» Main regulation: Administrative Measures for the Outbound Investment of Enterprises (Order No.
11), effective on 1 Mar. 2018.

» Approval required if investment to sensitive countr ies/regions or sensitive industries;
otherwise record-filing only.

» Once approved/record-filed, issue of Certificate of Outbound Investment by Enterprises.
» Main regulation: Administrative Measures for Outbound Investment.

» The foreign exchange registration under overseas di rect investment is directly reviewed
and handled by banks; the SAFE and its branches per  form indirect regulation over the
foreign exchange registration via banks.

» Main regulation: SAFE Notice [2015] No. 13 SAFE Notice [2017] No. 3.
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Supportive Measures

Belt and Road Initiative (BRI)

The Belt and Road Initiative (BRI) is a combination of two initiatives announced
in 2013

(a) BRI is open to all countries and organisations. But official maps and documents
emphasise the importance of 60+ countries in Asia, the Middle East, Eastern Africa and
Eastern Europe

(b) Existing bilateral and multilateral cooperation mechanisms will be used to accelerate the
economic integration of countries along the route and support growth in trade

(c) The majority of investments so far have been in infrastructure, energy and mining

(d) The maritime "Road" will be a major opportunity for consumer and industrial firms as it
accounts for 63% of the global population and 44% of its GDP

(e) BRI is multi-disciplinary initiative, involving many practice areas including tax, disputes,
employment, general corporate, and banking

© 2018 Baker & McKenzie 11 -



Supportive Measures

What are BRI’s strategic priorities?

(@) Support China's 'Go Global' policy: BRI will accelerate the internationalisation of
Chinese firms and create world class multinationals and supply-chains.

(b) Increase exports to BRI countries:  China's exports to the BRI countries are growing at
a faster rate than exports to Europe and the United States. BRI seeks to accelerate this
rate of growth.

(c) Promote industrial restructuring: BRI will force Chinese firms to compete
internationally, adopt best practices, improve transparency, and employ foreign
workforces.

(d) Strengthen China's geopolitical role: BRI strengthens China's economic
and political role in the region and as far as Europe.

(e) Strengthen the RMB's global role:  So far there is little evidence that BRI has
strengthened the RMB's role.

() Reduce industrial oversupply:  China suffers from excess supply in most industrial
products. The BRI is seen as an opportunity to sell such product to other markets.
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Supportive Measures

Opportunities for foreign firms?

Foreign firms have a role to play in BRI, especially in the larger and more mature
markets.

)

(b)
()

(d)
(€)

Partnerships: Foreign companies can help Chinese companies to construct,
design, or manage projects, especially where local conditions and government
regulations are complex.

Equipment supplies: Foreign companies can supply high-end equipment that
meets international standards as part of EPC agreements.

Professional services: Foreign companies can help Chinese companies
manage tax, legal, and regulatory issues, structure projects, or lobby
governments.

Mergers & Acquisitions: Chinese firms are looking to make acquisitions of
competitors or technologies in order to accelerate their global expansion.
Funding: Foreign capital providers can help Chinese companies fund projects
at a time of tightening capital controls in China.
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Risk Management

CBRC Notice [2017] No. 1

(@)

(b)

()

(d)

The CBRC's Guidance Opinion [2017] No. 1 has called for special attention to project
and trade financing and when necessary advised on making inquiries with qualified,
independent third parties

The CBRC has issued guidance to banking sector financial institutions not only to actively
and thoroughly implement BRI strategies, but to pay attention to and improve their
overseas operations' environmental and social risk management in the process

Chinese financial institutions involved in domestic and overseas BRI projects, and their
clients and partners, particularly those operating in the energy resources, agriculture,
forestry, farming, major infrastructure and project construction sectors, should be aware
of these institutions' requirement for environmental impact studies and robust CSR
strategies

Chinese banks are also requested to give due considerations to regulatory and
compliance requirements under the applicable laws, including anti-money laundering,
anti-corruption, anti-terrorism and sanction requirements
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Risk Management

SAFE Regulation on Nel Bao Wai Dai (NBWD)

(a) NBWD refers to the cross-border guarantee structure where a PRC-incorporated security
provider or guarantor (banks, non-bank financial institutions and enterprises) provides a
security or guarantee to support an offshore loan to an offshore borrower by an offshore

lender

(b) The guarantor can be a PRC natural person, subject to similar regulations as applicable
to non-bank entities

(c) When giving credit support, PRC banks need ot examine underlying transactions to
ensure regulatory compliance and sufficiency of repayment source of the offshore loan

(d) Increasing emphasis on credit support from PRC patrties

{ Guarantor J

overseas

credit/loan (

{ Lender } LBorrower }
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Collaboration between Onshore and
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Onshore-Offshore Collaboration

PRC Banks’ Overseas Expansion

e As of 2016, major PRC banks’ overseas presence (number of
countries/regions covered):

ICBC

ABC 9 4 2 0 15
BOC 21 17 6 7 51
CCB 12 11 5 1 29
BankComm 9 3 3 0 16
CITIC 3 1 0 0 4

* As of 2016, the “Big-five” have establised 1279 overseas institutions,
with overseas assets of RMB5.6 trillion (or about USD 800 billion).
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Onshore-Offshore Collaboration

PRC Banks in Russia

 As of 2015, 6 PRC banks have established 4 subsidiaries and 2
representative offices in Russia and the number has been growing
since:

NERES Local Entities

ICBC ICBC (MOSCOW) Corp. (Subsidiary)  ovember,

2007
ABC ABC (MOSCOW) Ltd. (Subsidiary) 2014
BOC BOC (RUSSIA) (Subsidiary) April, 1993
CCB CCB (RUSSIA) Ltd. (Subsidiary) gﬂoalrgh’
DB CDB MOSCOW REPRESENTATIVE  September,
OFFICE 2010
CEXIM EXIMBANK MOSCOW PO—

REPRESENTATIVE OFFICE
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Onshore-offshore Collaboration

Typical Structure

Overseas

Seller

SPA

© 2018 Baker & McKenzie

PRC
Shareholder
60% Indemnity / Deposit Pledge
PRC Onhshore
Bank
') Standby Letter of Credit
verseas This is a form of NBWD which
Shareholder needs to be registered with SAFE
40%
\'4
Syndicated Offshore Facility
Borrower < > Agent
Loan
Offshore Offshore Offshore Offshore
Lender 1 Lender 2 Lender 3 Lender 4
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Onshore-offshore Collaboration

Benefits and Challenges

(a) Benefits
ability to borrow in local currency
tax benefit, eg save withholding tax

account bank in the local jurisdiction to facilita te closing and on-going
cash control requirements

local security agent to manage the local security arrangement and to
enforce the security

(b) Challenges
need to deal with regulatory requirements in multi ple jurisdictions
multiple credit approval requirements for differen t local branches
communications can be time consuming
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Key Contact

Simon Leung
Partner, Hong Kong/Beijing

T: +852 2846 2109 / +86 10 6535 3896
M: +852 9300 0695/ +86 138 1122 1745
simon.leung@bakermckenzie.com
Education

Oxford University - BCL

The University of Hong Kong - P.C.LL

The University of Hong Kong — BCL
Admission

Hong Kong

England and Wales
Languages

English

Mandarin

Cantonese
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Practice description

Mr. Leung’s practice focuses on acquisition finance, structured finance, project and export credit loans and general
banking matters, with a particular focus on cross-border PRC related ECA-supported financing transactions along the
Belt and Road jurisdictions.

Representative clients, cases or matters

Representing a major Chinese policy bank in relation to a project finance transaction for the development of a
1,320 MW coal-fired power plant in Pakistan, with insurance coverage on the equity investment of the project
sponsor and credit insurance protection for the lender to be provided by Sinosure. This is one of the first major
project financing transactons under the BRI which has achieved financial close.

Acting for China CITIC Bank in relation to a US$1.01 billion loan facility for the acquisition of Outfit7 Investments
Limited by a Chinese consortium.

Acting for a lending syndicate comprising Chinese and overseas lenders in relation to a US$800 million loan
facility for the acquisition of NXP B.V. by a Chinese consortium.

Acting on a number of Sinosure-supported buyer credit facilities provided by lending syndicates to the leading
electricity company in Vietnam for the development of the coal-fired power and hydropower projects in Vietnam.

Acting for Industrial and Commercial Bank of China on the acquisiton of a majority stake in the Toulouse Airport in
France by a Chinese consortium.

Advising Bank of China Hungary and Moscow Branches on a property financing for the development of a
shopping mall in St. Petersburg by a consortium comprising a Chinese sponsor and a Finnish listed property
developer.

Acting for Bank of China in connection with an export credit facility to a telecommunication company in the
Democratic Republic of Congo in respect of purchase of telecommunication equipment from a Chinese supplier.

Advising a Chinese policy bank as lender in connection with a loan facility with respect to the development of a
new steel mill in Texas, the United States.

Awards and rankings

Foreign expert: Banking & Finance (China) — Chambers Global (2017, 2015)
Up-and-coming Lawyer (Corporate & Finance (Experts Based Abroad), China/Hong Kong) — Chambers Asia
(2013)
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www.bakermckenzie.com

Baker McKenzie helps clients overcome the challenges of competing in the global economy.

We solve complex legal problems across borders and practice areas. Our unique culture, developed over 65
years, enables our 13,000 people to understand local markets and navigate multiple jurisdictions, working
together as trusted colleagues and friends to instill confidence in our clients.

Baker & McKenzie Internationalis a global law firm with member law firms around the world. In accordance
with the common terminology used in professional service organizations, reference to a "partner" means a
person who is a partner, or equivalent, in such a law firm. Similarly, reference to an "office" means an office of
any such law firm.
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