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1. Mew Regulation e
e CAdministration Measuras on Foreign Investment in Commernial Sector”
{Mew Measures) was released by MOECOOM on Apnl 16, 200, which
become effective from June 1, 2004
s CFilot Measures of Forsign Invested Commercial Enterprses” {Old
Wleasures | jointly rekeased by SETC and MOFTEC on June 25, 1999
was repsaled
s  Amaor step boopen the distrbution and retail sechors to forsign
IMYesions
e Sty according o Ching's comrmilresnt 1o WO
M Lift @y reeSInctlians on faregn invesiment in cormmrcial Secior such
a5 ireastor qualfication , capetal requirement and location
e Samplty th approval process of establish a FICE
. Prasen frash opportunites for mulnaticnals and forsign investons o
establish effactive distibution nabmoarks in China for thair prodwcts
o Be Hidiy Iminh T ol S A i
oy
BEEO
BEE & W
TIL
: :-:i
-
2. Histary it 4

Sxate Council decided to set up 1-2 retail enterprses wath foreign
ivesiment in Beijing, Tianjing, Shangha, Daken, Guangzhou, Cingdac
and & SEZs in 1962

Then State Council decided fo sef up 2 chain commercial enterpnses
totally in Beijing and Shanghal, seversl commercial enterpnsas with
Tawian invastmant in Chena mankand

Ther Ol Mlisdrfuras wirne radiagad in 1999 which parrimid forsgn
imvesion o set up 8 FICE in provance capitais

After more than 10 years since 1392, mone than 260 FICES hawe been
approved in Ching and USE 2 milbon foreign | nvesimant were afiracted
bany multinationals including WakMart, Carafour, METRO, B2Q and
OB1 have b=an antérad intd China commencaal sachors

The issuance of Mew Maasures means the normal stage of opani ng up

low 1o Eilliy Ol T AN Rl
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How to Enter China Commercial Sector

3. Impact e

o Thie Mew Measures affect the following activitlies in China:

a) Wholesaling
b Retailing

c) Impof/Export
d) Franchising

e  Forelgn investors Inchuding foreign companies, individuals
should zet up a FICE in the form of EJV, CJV or WFOE o
angage in the above acthities.

Ll

[ X 1
WS
LA LR
LA R L
EE
L

4. Wholesaling

s Awholesaling enterprise may engage in the folowing actraties
.-'i] marchandse wholesa N4,
k) commissian agency (excluding auction)
climport and sxport of marchandiss, and
-\.‘.] reslated an: IF|r",- SEMACRS
M Wlay angao in ratailing and franchiging &1 1o S s il roessant
approval is soughl
=1 FiGF of M& | aTsd i 14y L& IE8
According to the WT O Pratocal on the Accession of the Peopla’s
Republic of China, distibution seraces include “related subordinate
SEMCES” SUCh a5 assembly, somng and gradng of Dulk s, bréakang
Bl bots and radisimbuing inlo Smalker DS, GiElsery Sorices
rlrigeration, sloragd, wardhousing and garags Serdces, sakes
promotion, mark Eng and adrverasing, instalation and after sales
Series |r-:-u-:||r-;| maintenance and repair and IIEIFIFg SerCes

11
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The minkmam registensd capial i3 recuced from RMNE 80 milian b the amolnt
provicied in the Company' Las shich 15 cumently set st RMB 500000

SunpEct 1o e propoon of okal reesiment 3nd regisb=red capitsl far fareign
Irrvestmesnt

The tenm of aparation of 8 FICE shouid 08 no manz man 30 years or d0years in
middefwast China

SLAfm from Decemoer 11, 2004, Toregn imaesions are permined o s2tup 100%
whid by forein owmed wholesaling enirrises

Fresdnushy, the Ol Meazumes prondoksd that fomsign irestors Could iold a minority
shares (l2ss than 49%) in a wholesaling entemprise

Staing foem Decembar 19, 2004 sholesaling enbe meises (either joind ventures or
WFOES) may estabiish Meir operatans and branches amwhiene nChina

Fresdoushy, the Old Measums imposed geopraphic restrichons on foregr-imested
whidl2salng enberprises

-nw
1L
YYIL L)
LI T T
& EEN
4. Whaolesahng ol
Invest ualification
&« Praviously, the Old Measures providad thal a qualified forsign
investar had 1o have an average annual turmover of al leass] UsS%
2.5 billon In the last 3 years and & minimum asset value of USS
00 milllken In the last year.
s  Mew Measures lift these restrictions, and provides that a
qualified foreign investor is one who has good reputation withoeut
any lllzgal performanice in Chima.
# Encourage thess foreign investors with found financial status,
advanced management axperence and markel skills, and broad
sales network 1o sel up FICEs.
1 I i [ | T
Ll
1L
YY)
[T X X ]
B X X ]
4. Whaolesahing R
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3. Retailing & e
= - =
Business Scope
= Aretaiing entenwise may ergage in the folowing actkities
a] merchandse retaiing
b import of meschandse Ma | sals,
Cj sourcing and procuring China produced goads far export,
o] relaed arcilarny Sservices
s Retaling ways inciude teie-markating, phone-manketing, mail oder sakes, inermat
sales and vending maching sales
Investor Cualification
®  Freviousty, the Ol Measues prosicked hak a quaiified fomsgn imesstor had to have
an seerane annual umover of 3 least US$ 2 bilon in the last 3years and a
minimum asset value of USE 200 milion in e last year
s Mew Maasures W these resictions, and proickas that & quaimned fonsign irvestor
i5 pne who Nas gond epuEton wiihout sy ilegal perormance in Ching
s EnCourage thase ioeign Fvastons with found fnancial siaius, aohanted
AN Eament expanenie and market skits, and Do saes Metwon o 50 up
FICEs
HoA BE BTl R ERCTTTE IS RS )
(1Y
RN
YY)
[ XXX}
EFEEFN
3. Retailing -

L] TRE mimmum I'E?":'IEI’ECI Capital s rechaced om RME S0 milion 10 the amount
privaded in e Compsny Law wihich is curmestily S0 a1 Rl 300 000

. Subject b the proportian of botal mvestment and reglstemsd capital forfameign
essment

] Tne berm of oparation of & FICE should be no more than 30 years o 40 years n
micldievenst China

L] Sublect o the ciy deseliopment plan and commer:ial deselogment plan if
appking bo apen stores whie appiing [ set up & retsling entempnse

- Beside the shove regunesment, the follmeing condibons shall be met  apoking fo
OpEn riew stores far an aresdy exsting resaing enferpri s

] Pass the annual examinafoen for FIES: and
" Pald sl reglanered capital of e retalling snterpriis.

1w B il TEENC = e T

13



F3 5% A2 A% 2F 293

3. Retalling

Land use nghts ol siores shal b2 ablared hrough pubiic Boding, Buchon, [Ender
Offers &nd el Sccoming D 1he Brd |§es & reguisbons of Ching

The puspose of |anos ahall e for commercil use, nob o INCUSmal use oF other
usEs

maning from Cecamber 11, 2004, fonsagn resiors & permithad 0 e up 100°%
winnlly foreign owned retailing enierprises

Presioushy, the Oid Measunes prraded Fiat foreign investors could anby hold 2
minanty shanes in a retaling enterpriss

SZamng from Cecamber 11, 2004, mtading enbemrises (eiiher joint wenhnes or
'WFOES]) may estanish b operalions and sSiones amswhnere in China

Frewinusty, the Cin Measunes imposed gengraphic resirichons on faregr-iraesied
retailing ETemnsEes

PR
TTTILIY]
TTTL L)
L2 2 X

#

3. Approval

Baisicaly, alrmost all FICES shal be appnosad by e Minksiey of Gosnmerce of Chine
HOFCON oy suthonze e peovine il commecs depssimenks o sppose FICES in Tulume
Prowindial comnna g depanrnaims R T sutho ity o epprove applcad ons o estableh joink
wariues el e enlsart e orod d ed Thal
Ehe tralenmniios sl bosine os e o s awesil by whedly Chiness.
o] spmprises o Chinese nadinal pegsans;
e ol bl [iata achts e il Byt il iina s Joduities 60 el
e jran werfm e Redaling Erfespieses do ned desl weth presfucts lisied in Articles
AT vl 1 ol T (Wi (Il v e,
Prowncial commans depanments have Fa sutho iy o approve spp lcad ores from Retaing

Enlerpnzas esisbizhad n her proyinces o open retad shanes pared sd =such apperesls are
recomded wih WOFCOM F
o T Bl e o ol G O 0@ i s 00 ascaad T Sl @ insatais, T
rnniksar of sioies i thon poovinca deas nol excaed 3 sl she 1otad manber of
shmilad stoges apened by the Retaling Emepise i Chinag deses mf e eed 3
ol
# M Bl jpen e of iy sPer s doss ol @ccesd BE e # (esss, e mnbe
ol sl s iy Dol o ovine s doss (ol s 30 il B 1olal sl ol ik
i o v D T et ngg F ol i s i 00 o i fnill sl 30000

ard ha appdcam Retaling Emleprse daes nalhaee in i buEsiness scope

¢ Delsanaiating, pleoos. nodRating, mall soden salee, sl galg il ol v iding
e S
. ridtall of pra-dwcis Netead in Artichss 1T and 98 af 1l Hos Messones.

1Al B BRIy R RN
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How to Enter China Commercial Sector

3, Approval

wal Process and Time

I

L] Apply b0 Resane the ompany name with Adminisiration of Industng & Commerce
Obtan the Name Reservation Motice 5 days
&  Sunmk appication ko Shanghal Foreign Investment Commission and Shangha
Economic and Trade Commission
Cibtar the preiminary approval 20 days

L] Submit appiication ta MOFCOM [ Depsdmert of Farsign rvestmant Administration
and Deparimend of Markel Dystem Develapmend)

Optain the final appeTval &0 days
L] Apaly e Cenifcate of Apanal
Cibtain the Cemficate of Appnosa 3 days
L] Regster with Shanghal Admenistraion of Indusiry & Commance
Obtar the Business Lipsr== 20 days
Tatal: 109 farys

6. Document List

= gt catw o |n ecrporalion 9 aigna 81 1 nrliriosd cagy

= Bk rafn mrim lole (2 criginailt

" Froper of fin ol reprmnirie 2 ocphal

L] Sasdrin el fra v ol pced of ek v ergiva e

= Bvgram Ivledudize (1 sopsl

] Pl ity 3 by Aol O i L

= Arfidar ni S cision 3 o gnalr

= Pt Exgirsticn Ay picafion Toorn (] aiginalt

= Foviigr: | pswrbed Exviarp res Rasgirination Appicrlien Fammn (1 crignak
L] Appoiririers hiar ol tha dwdon of fia Bead [ caginsh

u Famperl sz e ol B drgckeoy o P Soprd (1 ol

L Froper pheole of g g rpeasarkli=g [ cpadll

= Ficarig g do vy diren Fed [ deigin il

Ll Bvn papty ol |1 domiry vl Wotr | 8 ol fldm i

- Campany fama in Chinase

& Tirtl irregciima il @ régrleeed capibal, isvesrant proporion, sy snd me i of conlisuti on
= BLHENEEE S 000, & Cui of bl iness and duration of bius ness
= fraleogue far he cormmad by guppked by he FICE

= Caladogisa far e coennad B i mpaned and aepaned

& Markel anaks e

. Wkanapenent penciple and posiion

s ok 1 e v RS TR D, Con D, el Y Sfed el Gupaised bnd tha Banaipn imaaaior
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fi. Document List

. Bz far chaosing lecation for FICE and the plan map

=  Flan map, surrounding emarenmeant, population of koation of the shops
and the logstic center

s Amangement of staff and arganizabion {botal number of the staff, the
numisr of the managament s1alf and other staff, organization chart]

s  Comprehensive sconomic analysis (total annual income, cost, economic
profit forecast, return penod)

s Environment Pratection and Fire Coanrel

s Fower of Atomey (2 onginals, if any);
«  Consuling agreemeant (2 ofigingls)
. Enirusing letver [2 orgnalks)

1Al B BRIy R ERUE

. Other way's

. Commizsion Agents’ Serdces and Whoksale Trade Serdces (excluding sak ang
tobatco]
Staring froem January 1, 2004, Hong Kong entenprises ane pemmithed o suppsy
COMmISHON agants’ sardnes and whikesak Fade serd(as in the Mainiand on a
whiPy-oremied Dasis, and 1o set up wholy-osned gxdamal irading companies in e
Maintano
Stareng from August 27, 2004, He inseshed wholesalng enierpises am pemmithed
o sale Do NFET0apeT, magazine, pharmacy, pesiccdes and mulching film

s Bl Trade Gerdces (mechyding Iobaci)
Sty from Janusy 1, 2004, Himg Kong inveeiare: am peamifed 10 8 sl sh wholl-owned
petalling enleeprses in the Maimland
Shartirg from &equsl 1T, 2004, HE imessied relaing enlerprses am peemiled o sale ooks,
PG Fid P T, MEsa@azing, pharmnacy, pe s e, ol ching firm and processed oil

= Fraiadl Trada Serdces (eeciiding iobaccn] - Bole Propisioships
Hanp Kong perranen] residene with Cheness chizenship are permiled bo setep, in accondanoe
Wt T redoreant |owis @red i e abiva sulinges, |neivciea iy owendd Feded | St o prowida
retaling ==rvices sscludng franchising aperabon wethouf he prior sporoesl appicabie B fareign
ime=simenis. The sales area of such sioms: shall not ssceed A0 sguare melems

1Al B BRIy R RN
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. Other ways

s Festad Trice Sanices (Sacl pding Wb etos) - Aulomobie Deesm
Hong Eong companies an poem fed o sl up whollyowned sefal arerprees fov cale of mosor
vahic s in acccedans e wih e relesant regaabors on motor desiebuikon

. LT
Blarfing from Jarwary 1, 2004, Hong Kang enterpises am gemmiied 0 engage in Fanchesng on
» wholy- remeed bas s roha Maintrd. Refesaet respulabons: for ranc tesng =# be saparsiely
srnoneed

. Wl ST oy BATIETEIERES FHSY DR 1D Gafiadd B Diisiess GE O I SNpEge i Comrmant
s Teibias inchasing inporb e o, v ks abing and relaiing

sephy io HE Trsde E industny Ceselopment (T0
By ragrtened and elaitiad b HE

-WTE Ruziness 33 0 e enpaged n marland
Do rof tac in HE

reoem Han 3 ya e Riioey

suistanbal operation in HK

prgiory S0% & Aradim HIC fies e OT 10031 sba®

fiswd B Bty Cilmidi i vl i ol S

L L AR R
L1 3R]

FEARERN
LR L L LR X

{. Other way's

An euising FIE rraw re-imeest in domesic enlenprses 0 engage n commercal achabies Bul the
Todlpwarng condiions should be rmet

v Fegis o CageR ol has bt Pulty posd op:

= Mlaking profiiz

o Mo EBegall veconds;

o Wi i of capial | amsatad ahould bs o meaie Hai 50% of #5 mel gy,

® Sapbapea b W P iny] Fogulalon: oo Fiesagn inepsiing: Asgquirng Doereci; Enlenprd e
# Appraidsl of SEsets 1equnsd
. Thie trarsacdon shoud Da done in Shanghai Uniled Asses & Fropardy Exchange

® Thie Mirw Maasifes promii oee gn imeesiars fom ok aling pharres sodicaks, peslooes and
miching fien bafoes Desseniar 11, 3004 and chamical fedlzues, processed ofl and crae ol
bedgre Decamibr 11, 2008 The whoksalng of s& and sbacch 880 aerisil prohibied

® Thi e Wi Eguris profiil Tons gn imeesiars From nelaling phanm @psu e, pesc idis, muching
Hm and propessed oil beriers Decamber 11, 20080 and chemical lecikies balore Decembe 11,
002, This retalieg of iobatco i sk espeeess by prohibied
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e E
-
EEEE
[T X X ]
oy g &8 ee
8. Continuing Restrictions ol
= FICES whith disliiouna £aoks, NEwsoand s andlor Madazings @@ akio I comply=ih the
W i i Tod D iz ITaman of Faraksn i simenl in Books, Nosspapes and Hagaring
Coshiaioe Enjemprees
= On Juns 18, D004, MOFCOM held & nmeedng on imglementing Rules ai the Mew Messurs So i
weas: m= i e skl b an wpcoming Implemenang Fules. Buk s we know, no detabed
imnglermaiTineg ks wil be rai aesd
. The Ragulation of Administradon on Commencial Franchising
. Pilol Messums of Administradion on Fonaipn Imsesied Ememeses Engaging Commermal
Franthiging B
. Adrminkz iraman Mags ures on Dies Eakes ENpELs
= A ks e M e U on Sl esman
= Fagulation an Al Peranredal Fraud
. FICE= that ergage in S on busness must akso comply with relesvan lewe such 33 e Auction
L, 1o Coulliianl Rl Lares, @i, Gied Bide 10 B Apgidedad Dy MOFCON, Spetiie implenamiing
Fegulaiones repualing sich FICES am o b pordigales 3 e po ey
Hiswd B TR Lol el ST
-
-
-
LI T
: L2 1
9. Drafting Regulations -
. o LR

. ALTMICEIeS Trade Poicies
s Implementing Maasures of S&dministration on Automabiles BErand Salas
s Administration Measures on Circulating of Second Hand Austomotiles

s  FRetailing Enterprises which opsrate gasoline stations and retail
processed ofl must have a stable sounce of processed ol supply. s
operaEning tacilimes must 50 comphy with curment State standards, fire
Saledy, errdrcnrmental proteciion anc ather Such Meguirgrents | Sgacic
implementing messures Sre to be promukgated by MOFCOM separataly

s  FICEs daaling with phamacsulicals are also réquirad b Somp by wath
ralevant State standards on the admirestration of phamaceutical sales
MOFCOM shal promulgate ssparate spacific implemsnting rules to
ragulate such FICES

1Al B BRIy R RN
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10, Case Study

# Lowis Vuillon Saint-Gobain Cash e World

BREEE Hitachi Yala SKF
Gralnger Seven Star

— iadification
good reputation without any illegal performance in China
found financial stafus

advanced management experience and market skills
and broad salas network

| | & Rag | Capilal

Proportlon of Total Invesiment & Reglstered Caplial
Ina alue Added Tax Paver

19
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