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T R AR E X
The definition of a private enterprise In
PRC
« 1. fFag Rk
What is the definition of a private
enterprise

o 2. RO AMLERRAE
What are the characteristics of a private
enterprise
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The concept of a private enterprise

R | /A R A4
Concept: Non public-owned company
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Classified by the types of shareholder

ESESEA4 100% [ 5%

State-owned enterprise 100% owned by the State

FEl A7 4 Al 51% LA b 5P %

State holding enterprise 51% or above owned by the State
AR A 2 B Al 51% LA AFA NF5E
Non-state holding enterprise 51% or above owned by the public
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Types of enterprise and company in PRC
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Enterprise

Limited liability enterprise, unlimited liability enterprise
----- The Law on Enterprises
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Company

Limited liability company
----- The Company Law
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Law on Enterprises of PRC

o PEIE AL TA BB A TR S
Law on Enterprises are classified by the types of shareholding

(N EEN TR ENI2ES A RTHE

Law on Enterprises owned by the Whole People limited liability
QAP bk H RS

Law on Collectively-owned Enterprise limited liability
(3)Fh e Al AR THE

Law on Foreign Funded Enterprise limited liability
(8RB ANV AT 46151 AR TR THE

Trial Measures for Private Enterprise limited / unlimited liability
(5) MR AT 4 (R i 50) TR DT

Trial Measures for Individual Business unlimited liability
(6) ™ AT Aalbi: TR THE

Sole Proprietorship Enterprise Law unlimited liability
(7Y Al TR THE

Partnership Enterprise Law unlimited liability

(SRIAES
Law on Enterprises

EMAHR RATES] RATEN
Laws and Regulations Promulgated Date Promulgated by

rhe N RN [ 4 R AT Tk Al 1988.4.13 AEAK

Law on Industrial Enterprise owned by the Whole People 1988.4. 13 National people's congress
A N RIURIE 2l i 1996. 10. 29 ESEVON

Law on Enterprise owned by the Village of PRC 1996. 10. 29 National people's congress
rhAe N RSO E A Al A 17 445 1988. 6. 25 5 55 e
Trial Measures for Private Enterprise of PRC 1988. 6. 25 State Council

e N RIER [ b4 B 22 finlkid: 1979.7.1 AEAK

Law on Sino-foreign Joint Equity Enterprise of PRC 1979.7.1 National people's congress
e NECSERIE A A AR 208 vk 1988.4.13 AE K

Law on Sino-foreign Cooperative Enterprise PRC 1988. 4. 13 National people's congress
i NEGSERIE SR g Albide 1986. 4. 12 AE K

Law on Foreign Funded Enterprise of PRC 1986. 4. 12 National people's congress
kS AN TR S BT 4 1987.8.5 [ 45 Bt

Trial Measures for Individual Business of PRC 1987.8.5 State Council

FhE N RN A A Al i 1999. 8. 30 AEAK

Sole Proprietorship Enterprises Law of PRC 1999. 8. 30 National people's congress
rhe N RIEA [ Ak Al i 1997.2.23 AEAK

Partnership Enterprise Law of PRC 1997. 2. 23 National people's congress

LHER

Date of Effect
1988.8. 1
1988.8. 1
1997. 1.1
1997. 1.1
1988.7. 1
1988.7. 1
1979.7.1
1979.7.1
1988. 4. 13
1988. 4. 13
1986. 4. 12
1986. 4. 12
1987.9.1
1987.9.1
2000. 1.1
2000. 1.1
1997.8.1
1997.8.1
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Company Law

e N RILHNE 24\ ik
The Company Law of the People’s Republic of China
(199 34F1 229 FI5f i AENRAE K20 %50 &5 1 RN, i 1
99941 2 H25HB L maEANRARKS BEBRST T SR AN e
HENRILIE AR MsE) B
(Adopted at the fifth session of the Standing Committee of the eighth National People's Congress
on 29 December 1993 and decision of the thirteenth session of the Standing Committee of the
ninth National People’s Congress on 25 December 1999 on amending the Company Law of the
People’s Republic of China)
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The types of company
——Company limited
1. Limited liability company
2. Company limited by shares
3. State company with exclusive investment
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Characteristics of a private enterprise in PRC
LAMEAEATT R AEEA kR
Characteristics : Non state-owned, non state-holding
2. ]E=RE?
Civil owned = private owned?
3R Ak 2 A L 4
The types of private enterprise include:
AE AN (FRTEAT . AT AL, Akl
Private enterprises (limited liability company, sole proprietorship and partnership)
Skl GRBUREME. ZREE D
Collectively-owned enterprises (Collectively town-owned enterprise,
Collectively village-owned enterprise)
AEEATER AN, FWRBEEAT . A [
Non state-holding Enterprises (limited liability company, stock company)
A AN ' & 1o 4
Part foreign funded enterprise




B ANV AT
Set up a private enterprise

o WAL ANIBE AL

Set up a sole proprietorship enterprise
o WALG kAL

Set up a partnership enterprise
o BIATIR BT A

Set up a limited liability company
o BB

Set up a company limited by shares

ICE ANV LR A N ST
Types and conditions of setting up a private enterprise

Al SR VE S IR 4
Types of Company Setting up Conditions
A NP BE AN Ok,
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ole (i) ATLEMIILAF .
p rO p I | eto rSh | p (1) The investor is a natural person;
(2) Have a pre-approved company name;
1 (3) Have the investor’s verified investment;
e nterp r I Se (4) Have a fixed place and conditions of operation;

(5) Have the required operating staff.
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Partn e rSh I p (1) The investor is a natural person;

(2) Have a pre-approved company name;
(3) Have the investor’s verified investment;

e nterp r I Se (4) Have a fixed place and conditions of operation;

(5) Have the required operating staff.
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The types and conditions of setting up a private enterprise
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L | m ItEd (1) The statutory required number of shareholders;
. i (2) The minimum investment of registered capital;
I |ab| I |ty (3) The articles of association;
(4) Have a pre-approved name and the established organization structure;
CO m pany (5) Have a fixed place and conditions of operation.
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(1) The statutory required number of promoters;

CO m pany (2) The minimum investment of registered capital either from the promoters
. . or initial public offerings;
I | m |ted by (3) The initial public offerings and founding events must meet with the
statutory requirements;
Shares (4) The articles of association set by the founders and passed in the

founding meeting;
(5) Have a pre-approved name and the established organization structure;
(6) Have a fixed place and conditions of operation.
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Differences between private enterprises and other enterprises in PRC

o TEPRULTEBLEA X))
Difference in ownership and possession
o WA BRI E X
Without a proper legal definition
o A DL IR ETE FRAR Y
Company can be limited or unlimited liability
o AILUR AT A LU AP AR ] PR AN A

Company can be company limited, enterprise or sole
proprietorship
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The need of raising finance for private enterprises
o REMHIKE
The development of private enterprises
o REEARNVFRLNTE ) B
The need of raising finance for private enterprises

Hh [ REE Ak ) e

The development of private enterprises in PRC

LIS AMETR ) (MET AR

Individual business owned by town and village (Individual crafts works)
2R RN, DR AEAEME

Collectively town-owned enterprise, Collectively village-owned enterprise
3AVE AL

Private enterprise
AANGEARN. (RN IS N £ 5E)

Sole foreign funded enterprise (foreign registered, established in China)
5. P B il 22

Unlisted share company
6.1y b A

Listed company in China
75540 BT A

Foreign listed company
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The need of raising finance for private enterprises

(1) ¥ KAE~FHE,
V) A A BT s T SE R R
Production expansion
Purchase production facilities, production plants and materials
(2) EAEIRIE )T
TR I A 4 [ AT
Develop sales and marketing channels
Establish selling points in PRC and overseas
(3) M FEF T L
SR T T G A0 T
Rapid market competition
To derive the highest market segment and beat competitors
(4) bl P o
= S AT R I T B
Get back the investment
Ways in which rich persons employ to get back investment

P Al [ P R s 19 7 2

Methods of raising finance for private enterprises in PRC

o REE ARV P Rl T ) S1E M7 2
Channels and methods of raising finance for
private enterprises in PRC

o BROE AP PY Rl T VT A )
Areas of attention of raising finance for private
enterprises in PRC

o RE A E Py bty R LR
The comparison of methods on raising finance for
private enterprises in PRC
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Channels and methods of raising finance for private enterprises in PRC

Rl ) SR TE
Channels of raising finance
1ARAT
Bank
2N NEARNY, (DA R PR 5h)
Individual or enterprise (personal loan, venture
investment, assets trading)

3 BUR BEE A bR 5% (1) 75X
Grant loan from government

PO AR fil 5% f 7 2K
Methods of raising finance to private enterprises

—. BATEE
Bank Loan
(L) GplkHEEk (20 #EK (3) A, HES R R
(4 F= ik (5) MIUKRFFI DK (6) fRUFLTEK
(7 LG5 (8) FHIBRGPMELTR (9 I H FF Ak I¥K
(10) H HEIEET K (1D ZERIEIEESE (12) H AU 5EK
(13) 5P (14) {5 TE Rk
(1) venture capital (2) secured loan (3) certificates of deposit,
national treasury bond, insurance cover loan (4) deed of title loan
(5) account receivables financing (6) loan guarantee (7) general
banking facilities (8) joint countries co-operation loan (9) project
loan (10) purchase of export bills (11) bills discounting (12 ) deed

of intellectual property loan (13) advance payment (14 ) loan
guarantee
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Methods of raising finance for private enterprises

AR AN AE R (R )

Loan from individual or enterprise (private finance)
= R

Risk investment
DU BRI B S S SR FIRE

Shareholders investment, assets trading, associate with giant company
fi. BT AT

Capital raised through the listing of shares
INFATUF

Capital raised through the issuing of corporation bonds
B BURFER T T Bk K

Appropriations loan from government

P A R B 3 = 1 ) 7L

Avreas of attention on raising finance for private enterprises

L T AT DT 7 A AN AT R
Bank loan usually requires property to be pledged
i Al A A O I A i
BRI | PR S S T AN R NG R S
A
Avoid obtaining loan from individual or private enterprise illegally
Avoid “illegal capital funding”---The case of Shuen Tai Moon in Hainan
re Private Capital Fund
RS S R i i
Tk R A TR RE P A8 A 58 o kAR
e LUNIE R G ES
Avoid illegal assets trading
Prevent the drain of state-owned assets during the state-owned enterprise restructuring
--- One of the stated-owned enterprises restructured in Shenzhen
VY. Aol il 58 5 9 R AN A 1) ) 1
Pay attention to foreign exchange control when raising finance

10
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Comparison of methods of raising finance for private enterprises in PRC

ik g R (73
Finance Methods Advantages Disadvantages
AT BE F B HEAR Yy, BoF 11
Bank loan Low interest Collateral security, short term
MRS BT FE w2 by ik
finance to public Easily raised High interest, easy in offend against the
law
ARG $5 5¢ ToFE AR PR TEHA A
Risk investment No interest Difficult to seek investors, law unsounded
PR Y 5 A TR P oy 1, T B N TR K

Assets trading

Easily raised, no interest

easy in offend against the law, simple
procedures, longer process time

BRTECS
Raising through the listing of
shares

ToR N TC IR, AR
No interest, unlimited time, the
raised amount is greater

(e FANILNS
Procedures are complicated, long process
time

BATR
Issuing of corporate bonds

FBEERGRHN
The issued amount is greater

TP B i T R R
Procedures are complicated, long process
time, high interest

BURN R
Government appropriation

TRHACR, T

Free or low interest, no repayment

FLER

Procedures are complicated

S8/ ]

Applications for listing of shares

1T 4A2AR. BER. HEX. NR%., SR
What is A-Share. B-Share. H-Share. N-Share. S-Share

BE LT LRWKRERAR, B, HR. NRAMSRENX D, X—XoEE
IR AR FRAY i i QUM PR R Y R B T E

The shares listed in China can be classified as A-Share. B-Share. H-Share. N-
Share. S-Share. These distinctions are based on the place of listing and the

targeted investors

ARMEXEHEZEARTEERE. CRAZRRANLRLRT , fHIRAN

¥, AAFIA (FEA.

&, BEHEE ) LARTIAMHR SN EERRK

R REARBRRTZESNERELE  BENENE,

The proper name of "A-Shares" is "Renminbi-denominated Ordinary Shares".
They are ordinary shares issued by the Chinese companies listed in PRC traded in
RMB restricted to the domestic investors who are either enterprises or
organizations or persons in PRC (excluding Taiwan, Hong Kong and Macao
investors). There was a rapid development of A-Share in the past several years’

operation.

11



BRIWEXEM=E

/‘ﬁ‘ /7l<||)
4 S|

=7 ; 1
el Sp MERBIRAVIAN | EBER LR LSRRI
“7%&%%ﬂt$ﬁﬁﬁ Mo ATHEHREBERANETEESE EH&n%

The proper name of "B-Shares" is "Domestically Listed Foreign Investment Shares". B-Shares are
issued in the form of registered shares and carry a par value denominated in Renminbi, to be
subscribed and traded in foreign currencies in (Shanghai, Shenzhen) Stock Exchange. Its
targeted investors are limited to foreign natural persons, legal persons and other organizations,
also including the natural persons, legal persons and other organizations domiciled in Taiwan,
Hong Kong and Macau, PRC citizens lived in foreign countries and other investors as stipulated
by The China Securities Regulatory Committee. At present, investors in B-Shares are mainly
institutional investors as listed above. B-Share companies are listed and domiciled in PRC, but
the investors are either located overseas or in Hong Kong, Macau and Taiwan
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H-Shares are registered in PRC but listed in Hong Kong. As the first letter of the word Hong Kong is H,

H, H is used to represent shares listed in Hong Kong. Applying the same principle, the first
letter of the word New York is N, and the first letter of the word is Singapore is S, Shares listed
in New York and Singapore are called N-Shares and S-Shares respectively.

Ak BT A

Requirements for a company to apply for listing

LA RERLE A AR A WA A BERAT IR, A BT A F AR R AT IR
The Company Law restricts that the share issued to the public must be a company limited
by shares, a limited liability company must not do so.

2 B AT PR ATV RAT IR AT & SE M A 4% OBSERAT A5 W AT A1) JL

s
AL AT B A W) A FFRAT IR M 4T
B AT A A BT R AT IR W AT RATIRE ZEMAAT
C.E/\ﬁkﬁﬂxmﬁﬁﬂxwﬁﬁﬁ N B RAT IR 4 AT
A company limited by shares issues shares to the public must comply with certain
conditions set down by the regulations < Trial Measures of the Administration of
Securities Investment Fund>

A. Thhe terms and conditions of public issue of new shares by a new company limited by
shares.

B. The terms and conditions of public issue of new shares by the reconstructed state-owned
enterprise.

C. The terms and conditions of the issue of additional shares by a listed company.

12



RATHZ:
Issuing of corporate bonds

AL SR RAT I 4 AF
The terms and conditions of issuing corporate bonds
LAl RRASEA ) B 50 e 1 2K
The scale of the enterprise must meet with the State’s requirements.
2.4V I 55 2 v RE A A O
The financial and accounting system of the enterprise must meet with the State’s requirements.
3 A B RES)
Posses repayment capability
A ANV R R AT A AT SR T S = A 4 )
Prior to the issuing of corporate bonds, an enterprise must have good economic results and have made
profits over the last three consecutive years.
5.7 % Bt < B 1 4 [ 5 L BOR
The use of the financing must be in line with the State industry policy.
6. A MV BT IR R T AN R Tz Al it B A 5 1
The aggregate amount of the corporate bonds issued must not be more than the net assets of the
enterprise
7 ANV IR 2 AN v T HRAT A [ ST PR [ i 5 5 A7 R 22 14940%
The interest rate of corﬁorate_bonds must not be higher than the fixed deposit interest rate of 40%
offered by the bank for fixed deposit placed in the bank by the normal citizen for the same term.

UG 5% )
Government aid

* AR

Non-refundable appropriation
* e $H fR
Guarantee for financing
* BRI

Interest discounted
* L JC 5% <

The matched capital
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