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Sino-Swiss Trade and Direct Investments and
M&A in Switzerland
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by Dr. Felix W. Egli, LL.M (Partner, Head of China Desk),
Christoph Niederer (Partner, Head Tax) and Fan Wu (Coun-
sel, China Desk)
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While the main area of interest for the first generation of Chinese
foreign direct investments ("FDI'") had been natural resources, for
the second generation access to industrial high technology and
world-wide markets has become almost as important.
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This is where Switzerland comes into the picture. Accordingly, the
number of Chinese controlled companies or branches in Switzerland
has increased from 6 in 2004 to over 50 in 2012.
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Besides the fact that Switzerland has low tax rates in comparison
with other European countries — for which we refer to the relevant
PWC papers - we have identified eight key factors which we believe
make Switzerland a prime choice for Chinese second generation
FDI in Europe:
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XGIARZE D HIE:

1. FACTOR 1: SWITZERLAND 1S ECONOMICALLY INTE-
GRATED IN THE EUROPEAN UNION
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Sometimes Chinese investors believe that Swiss exports risk being
discriminated against in the EU, as Switzerland is not a EU mem-
ber state. Such fears are ill-founded. Switzerland is indeed not a
member of the EU, but this does not adversely affect trade be-
tween Switzerland and the EU. The Swiss/EU trade relationship re-
sembles a marriage without sex: Sharing board (markets), but not
bed (sovereignty). As a result, it is irrelevant, from a free trade
perspective, that Switzerland is not a member of the EU, as will be
further explained below.
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Swiss/EU Free Trade Agreement and EFTA Free Trade Agreement
Fii = 5 R LK) 1B SR A DA R R ST B B B 2R 4

Switzerland has, since 1973, a free trade agreement with the European Union and is
since 1960 a member of EFTA (European Free Trade Area, today consisting of the
Principality of Liechtenstein, Iceland, Norway and Switzerland).
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As a result, industrial products of Swiss origin are exempt from customs when ex-
ported to EU or EFTA countries. Hence, Swiss industrial products enjoy free trade ac-
cess to the EU and EFTA markets as if they had been manufactured in an EU or EFTA
member state.
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Swiss/EU Mutual Recognition Agreement
Fiy = 5 R S KA LA P E

On June 1, 2002 the Agreement between Switzerland and the EU on the dismantling
technical barriers to trade came into force (the "Swiss/EU MRA™). It applies to most
industrial products and provides for mutual recognition of conformity tests required
for market admission under applicable safety standards. The same rules also apply
with respect to the EFTA members Norway, Iceland and Liechtenstein.
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Technically, the Swiss/EU MRA identifies the product categories for which Swiss and
EU safety standards are considered equivalent so that in each case a single conformi-
ty certificate is sufficient for both Switzerland and the EU. Currently the Swiss/EU
MRA covers most industrial products, i.e. machinery, personal protective equipment,
toys, medical devices, gas appliances and boilers, pressure vessels, telecommunica-
tions terminal equipment, equipment and protective systems intended for use in po-
tentially explosive atmospheres, electrical equipment and electromagnetic compati-
bility, construction plant and equipment, measuring instruments and prepackages,
motor vehicles, agricultural and forestry tractors, good laboratory practice (GLP),
medicinal products, GMP inspection and batch certification, building products, eleva-
tors, biocidal products and cable cars.
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As a result, any relevant product passing the Swiss conformity test may be labeled
with the EC label and exported to the EU without double testing or further checks
under the relevant EU safety standards. Only a few products within the said catego-
ries lack equality of standards but also with respect to these the relevant Swiss ad-
mission authority is allowed to act as one stop shop, i.e. to certify conformity under
Swiss and EU standards.
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This elimination of the need for double conformity tests removed technical barriers to
Swiss/EU trade. As a result, Swiss industrial products enjoy non-discriminatory EU
market access.
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Finally, it is noteworthy that the benefits of the Swiss/EU MRA are independent of
product origin. Accordingly, for Chinese manufacturers launching industrial quality
products in Europe, Switzerland is an attractive European test market: Small, xeno-
phile and made up of German, French and Italian speaking parts it is almost Europe
in miniature - and Swiss admission of industrial products includes, as a rule, EU ad-
mission.
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Swiss/EU Agreement on Public Procurement
it - K S SO SR e B AL

On June 1, 2002 the Agreement between Switzerland and the EU on public procure-
ment came into force. It extended the obligations between Switzerland and the EU
under the WTO public procurement conventions of 1979/87 and 1994, by requiring
international public tender invitations not only for significant central government pro-
curement projects, but also for significant procurement projects of regional and mu-
nicipal authorities, government owned telecommunication operators, railway opera-
tors, entities active in the field of energy other than electricity (such as gas and
heating supplies) and privately held licensed providers of public utilities such as, e.g.,
drinking water, electricity supply, urban transport, airports, river and sea transport.
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Hence, the Agreement considerably extended transparent and non-discriminatory ac-
cess to these additional EU procurement markets (worth billions) for Swiss suppliers
and service providers and made them even more competitive. Chinese investors
evaluating the acquisition of a Swiss manufacturer should be aware that Swiss com-
panies enjoy non-discriminatory access to the most important EU procurement mar-
kets.
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Swiss/EU Free Movement of Persons
Tty ==Kk B2 57 30 7 5 i s

The Agreement between Switzerland and the EU - in force since 2002 - on the Free
Movement of Persons guarantees complete freedom of movement for Swiss nationals
in the EU/EFTA countries with reciprocal rights for the nationals of the EU-17" and
EU-8” /EFTA® countries®. The Agreement grants those nationals a right to obtain a
residence and work permit if they have medical insurance, suitable living accommo-
dation and sufficient financial means (savings or income) to feed themselves and
their family. In Switzerland all they need to do is register in person with the compe-
tent authorities within 14 days of entering Switzerland and at least 8 days prior to
taking up gainful employment, producing a residential lease or deed of purchase as
well as an employment contract and a completed application form for a foreign resi-
dent ID card.

Bt RIRK B 2 1) (155 30 70 E R 2002 4E4E%, ARG EER S 17 B °. B 8 B °K&
W el 5 S (EFTAY "EIR (N R At sh s g ORRs °. HEA TR R, A&
fa AR TR & (REE BN SRIRTEMATT B AT KB, PRI T I L5 [ B A
TAEVFRT . TEHG L, AR BRI DURTEANSE 14 RS GRS M, 7ERER 8 Rurieft
AR T AL b R AT SO K RS e B B R, [T US4 R S EE

Nevertheless, these treaty benefits were granted by Switzerland subject to a reser-
vation to unilaterally introduce certain quotas again if and as long as the number of
work permits for more than four months issued to EU-17 and EU-8 nationals in a
given year exceeds those issued to them in the average of the three preceding years

Austria, Belgium, Cyprus, Denmark, Germany, Finland, France, Greece, Ireland, Italy, Luxemburg, Malta, Neth-
erlands, Portugal, Sweden, Spain, United Kingdom

Estonia, Lithuania, Latvia, Poland, Czech Republic, Slovakia, Slovenia, Hungary

Iceland, Norway, Principality of Liechtenstein

With respect to work permits for Bulgarian and Rumanian nationals ("EU-2") Switzerland has for the time being
suspended the treaty benefits for a transitional period expiring on May 31, 2016 at the latest. With respect to
Croatia — which joined the EU on July 1, 2013, the Swiss-EU Free Movement of Persons treaty will only apply
after successful negotiations for its extension to Croatia (normally, such negotiations take about two years).
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by at least 10%. While Switzerland renounced to exercise this right in 2009 and
2010, it exercised it in April 2012 and April 2013 for EU-8 nationals and in April 2013
also for EU-17 nationals by subjecting long-term work permits valid for five years
(so-called B-permits) to treaty conform quotas for a limited time expiring on May 1,
2014 for EU-8 nationals and on June 1 2014 for EU-17 nationals. After 2014 no such
measures will be available as Switzerland's reservation is limited until (including)
2014.
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Nevertheless, these measures were unable to noticeably reduce the massive unbri-
dled immigration from the European Union (EU) that started in 2008 and reached an
annual net immigration of roughly 1% of the entire Swiss population which meant
every year a net immigration equal to the population of the city of Lucerne. It result-
ed in 2013 in a 23.5% proportion of foreigners, of whom roughly 68% are EU na-
tionals, composed mainly of Italians (23.5%), Germans (23%) and Portuguese
(19.8%) and led to the success of a popular initiative requiring that "Switzerland au-
tonomously steers the immigration of foreigners™ and that "maximum numbers apply
to all immigration law permits" including those for EU nationals. On February 9, 2014,
the Swiss people and Cantons voted that popular initiative into constitutional law and
the EU warned Switzerland of implementing it in a manner non-compliant with the
EU/Swiss treaty on the free movement of persons. Some EU politicians even threat-
ened that the EU might exercise its right to terminate all bilateral treaties integrating
Switzerland in the EU market should one of them — including the treaty on the free
movement of persons — be breached.
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The fact is, the new constitutional law has not led and is unlikely to lead to a cancel-
lation of the EU/Swiss treaties integrating Switzerland in the EU market. Although
requiring that "Switzerland autonomously steers the immigration of foreigners" and
that "maximum numbers apply to all immigration law permits” the wording of the
constitutional amendment leaves enough room for implementing laws compliant with
the EU/Swiss treaty on the free movement of persons. On the one side, the term
"Switzerland” must not necessarily mean the Swiss government, but may also in-
clude the Swiss economy, which leaves room for self-regulation. On the other side,



even if the implementing law (to be enacted within three years) would include EU
work permits in the yearly maximum numbers of permits, the Swiss/EU treaty would
not be breached as long as such maximum numbers are not exhausted.
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Therefore, treaty compliance may, for example, be asserted by implementation laws
prescribing a largely sufficient growth rate for EU immigration permits when setting
the relevant yearly maximum permit numbers and a permit fee structure pricing EU
work permit charges in proportion to the demand.
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Alternatively, the implementation law could leave the determination and enforcement
of yearly maximum numbers for EU immigrants to self-regulation by the Swiss econ-
omy. As EU nationals looking for work have no right to immigrate unless they are ac-
tually offered a job, self-regulation would result in no (more) jobs being offered, ra-
ther than in governmental restrictions of job offers. In such a self-regulated system,
government would only intervene subsidiarily, but intervention could still be modeled
in a compliant manner as explained above. But even if their effect was not at all
times strictly compliant, the EU would hardly cancel its treaties with its fourth-largest
trade partner (behind the U.S., China and Russia) if such non-compliance occurred
only every once in a while.
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Therefore, and because the EU is the largest trade partner of Switzerland, there is no

doubt that by 9 February 2017 Swiss lawmakers will have enacted implementation
laws acceptable to, and accepted by, the EU.
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FACTOR 2: SWITZERLAND IS THE FIRST AND SO FAR ONLY CONTINENTAL
EUROPEAN COUNTRY THAT HAS CONCLUDED A FREE TRADE AGREEMENT
WITH CHINA
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Importance in general
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On July 6, 2013 China and Switzerland signed the Sino-Swiss Free Trade Agreement
("Sino-Swiss FTA™). After having been ratified by the Swiss parliament on March 20,
2014 it is expected to enter into force on July 1, 2014. The Sino-Swiss FTA is China's
first free trade agreement with one of the world's top 20 economies and the first one
with a continental European country.
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After the Free Trade Agreement with Hong Kong® (in force since October 1, 2012),
the Sino-Swiss FTA is the second answer to the increasing importance of bilateral
trade between the two countries in the past few years. As China's premier Li empha-
sized when visiting Switzerland as the first European country after taking office, Chi-
na is Switzerland's largest trade partner in Asia while Switzerland is China's seventh
largest trade partner and its sixth largest source of foreign investments in Europe.
According to MOFCOM statistics, bilateral trade between China (including Hong Kong)
and Switzerland reached USD 30.9 bn in 2011 (up by 54% year-on-year) of which
USD 3.7 bn (up by 22% year-on-year) accounted for Chinese exports to Switzerland
(mainly mechanical and electrical products, garments and footwear) and USD 27.2
bn (up by 60% year-on-year) for Swiss exports to China (mainly high-tech products,
metal processing machine tools, pharmaceuticals and watches). Despite uncertainties
in the world economy, bilateral trade volume (including Hong Kong) remained as
high as USD 26.3 billion in 2012 of which - according to official Swiss statistics — CHF
12.1 bn (USD 11.3 bn) accounted for Chinese exports to Switzerland and CHF 16.1
bn (USD 15 bn) for Swiss Exports to China. According to the same statistics, the
Swiss 2012 trade volume with Mainland China (excluding Hong Kong) amounted to
CHF 18.1 bn (USD 16.8 bn), whereof CHF 10.3 bn (USD 9.6 bn) Chinese exports to
Switzerland and CHF 7.8 bn (USD 7.2 bn) Swiss exports to China.
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Concluded between Hong Kong and the European Free Trade Association (EFTA) of which Switzerland is a
member.
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How Chinese exporters and investors benefit
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Export of goods
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Currently and until the entry into force of the Sino-Swiss FTA (expected on July 1,
2014), Switzerland has no obligation with respect to imports from Mainland China**
other than the obligation under the WTO General Agreement on Tariffs and Trade
("GATT™) not to apply customs tariffs higher than Most Favoured Nation ("MFN")
rates. Nevertheless, following WTO/GATT's 1979 adoption of the so-called Enabling
Clause™®, Switzerland autonomously, i.e. without any obligation, adopted a General-
ized System of Preferences for developing countries that also fully or partly disman-
tled tariffs for certain goods originating in China. Accordingly, Switzerland unilaterally
abolished its tariffs for almost all industrial and other non - agricultur-
al/farming/fishing products except for textiles and footwear originating in Mainland
China. The Sino-Swiss FTA converts such unilateral preferences (which China would
otherwise have lost as soon as no longer qualifying as a development country) into
binding commitments and fully or partly dismantles the vast majority of the remain-
ing tariffs (including those for textiles and footwear) with immediate effect upon the
FTA's entry into force.
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As a result, Switzerland will with respect to goods listed in Switzerland's specific
preference schedule® and originating in Mainland China (imports from Hong Kong
being governed by the EFTA - Hong Kong free trade agreement), as from the entry
into force of the Sino-Swiss FTA:

11

With respect to imports from Hong Kong, the EFTA free trade agreement with Hong Kong, in force for Switzer-
land since October 1, 2012, applies.

The Tokyo Round's "Decision on Differential and More Favourable Treatment, Reciprocity and Fuller Participation
of Developing Countries"”, approved by the Swiss parliament on December 12, 1979.
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14
15
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as defined by the Swiss-Sino FTA
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e no longer have an option to re-introduce tariffs that have been abolished un-
der the autonomous Generalized System of Preference, irrespective of
whether China continues qualifying as a development country;
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e abolish with immediate effect almost all remaining tariffs applied to industrial
and other non - agricultural/farming/fishing products, including textiles and
footwear'’; and
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e reduce or abolish the tariffs applied to numerous agricultural/farming/fishing
products®®. As a very rough thumb rule, such tariffs are abolished for prod-
ucts which are not, or only insignificantly, competing with correspondent
Swiss products (such as, e.g., tropical products, fish and crustaceans); for
those significantly competing with Swiss products the Swiss tariffs are, sub-
ject to quite a few exceptions, abolished or reduced, sometimes, however,
only outside Swiss harvest periods or within WTO tariff quotas®. For pro-
cessed agricultural products of a primary export interest for China (i.e. in
particular sugar, bakery, pasta products and peanut butter) Switzerland
committed to reduce the relevant tariff beyond the removal of its domestic
industry protection element.
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Nevertheless, the above is only a rough summary of the 400 pages making up the
FTA's Swiss specific preference schedule and any reliable advice in a particular case
needs a detailed analysis based on the tariff numbers of the particular goods at issue.
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Appendix 2 to Annex | of the Swiss-Sino FTA. As a result, virtually all Chinese goods described in Sections V
through XXI resp. Chapters 25 through 97 of the Harmonized Commodity Description and Coding System
(listed in Switzerland's specific preference schedule) are exempted from Swiss customs tariffs.
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covering all goods described in Sections | through 1V resp. Chapters 01 through 24 of the Harmonized Com-
modity Description and Coding System, as listed in Switzerland's specific preference schedule (Appendix 2 to
Annex | of the Sino-Swiss FTA)

such as in case of, e.g., certain meat products, cut flowers, vegetables, fruit and fruit juices.
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Finally, and for the avoidance of doubt: The tariff preferences granted under the FTA
do not cover value added tax (VAT) levied on imported goods (with respect to the
applicable Swiss VAT rates see Section 7.3.3, below) and Swiss regulations on prod-
uct safety, health and labelling will continue to apply also to goods imported from
China.

wJa, NRAERE, BRI ES THIRBULEAT SOt 3t O ST e (B . i o3& A A 1S (LB
FZW7.3.37, FRD o Eibizee. BAFIFRE R4k S0E 1ok B b B

Manufacture of goods in Switzerland
T T - 1] 38 7 b

Chinese manufacturers would do well to consider combining the advantages of the
Sino-Swiss FTA with those of Switzerland's free trade and mutual recognition agree-
ments with the EU and EFTA (featured in Section 1, above) and, as the case may be,
with any of Switzerland's other 29 free trade agreements with 38 other partners
(featured in Section 3.3, below), using Switzerland as its gateway to all these coun-
tries.

o [ 3 7 AT LA RE 4G R S e S SR BRI E SR (ILBLEEE 1) DL S AR
38 HZEM 29 MEAPEWMRE (WLLTFH 3.3 1), KL AE v i i A X L[5 5K R 5 8 1E .

"Gateway", does not, however, mean that a Chinese company may use Switzerland
effortlessly as a transit or passage for its goods destined for the EU, or any other
country with which Switzerland has an FTA, profiting from zero tariff. How easy or
difficult it is would depend on the rules of origin (ROO) in the Swiss FTA with the rel-
evant destination country and should be studied specifically by a legal expert special-
ising in international trade.

A, TP FEARERE 2 R AR B 28 R H 2 A S O RR B B A S e 25T 5
Zy O E A B R I i BOEIE, AT, MES R B IR T8 5 A0 55 U R
WO, X [ R 5 S R R K AT RAR A

Generally, such ROO require a minimal value added created within Switzerland. Chi-
nese companies could export parts and semi-finished products meeting the ROO of
the Sino-Swiss FTA to Switzerland at reduced or zero tariff, and process or work on
them in Switzerland, or assemble them with Swiss components in Switzerland to a
sufficient extent to meet the ROO requirements for Swiss origin in the Swiss FTA with
the final export destination country or countries. The product will then be deemed
Swiss made, with all the positive images and effects that carries, and enjoy the pref-
erential tariffs of the relevant FTA when exported to the final export destination
country or countries.

BRI, T U A 5 5 e s RS R 5T P 3 ) BRI AT B AR RE o o 23 ) AT BL MR SRR
B SR I i - VA B, DU AL TR B BE 5 W TR R SR U, R R B Ak
BN XS AR AN B, B R L S B A R AR AT, DTS L S R&H O H
IR E B2 S Wb i B Ta At O EOR o SRS R e e B s, A R R AN RO
FFAE H 1 B 2% H IR LI AT DL 525 56 51 5 By s IR L BB %
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Export of services / commercial presence related to services
k55 Hi

Currently and until the entry into force of the Sino-Swiss FTA (expected to enter into
force on July 1, 2014), Switzerland has no obligations with respect to service sup-
plies from Mainland China?® other than the obligations under the WTO General
Agreement on Trade in Services ("GATS"). With the Sino-Swiss FTA Switzerland and
China basically adopted and partly improved their general GATS commitment to
grant each other most favored nation ("MFN") treatment and their specific GATS
commitments to grant each other for certain service sectors, reduced or no limita-
tions on market access and national treatment for the cross-border supply of ser-
vices, the consumption of services abroad, the establishment of a commercial pres-
ence for the supply of services and the presence of individuals not seeking access to
the other party's labor market.

M HEHTE A R e (BT 2014 4 7 A 1 BHAERD , Fd b E ORI RS B TR
TSR LUNIRSS A 5 s “RBMME” ) Z4b 24, FFRIATUES X5, Bid P E R
SE T I RN R s BGRB8 T AR T SR SR 55 BR 2 VD G HE SR N A EL AR VR, 48 T 0 T B
BEAE, LU B R FE%REE IR ST DU A 85 5 iRk 55 B T S HE AN [ R A8, BAE BT A SS
T X7 B N BEOL B AR SR AR 55 B RLAEAE DL AN NASBLEE AR T3 55 55 i 9 H IAFAE

Switzerland's commitment to MFN treatment was, compared to GATS, improved by
reducing the scope of its MFN exemptions with respect to audiovisual services, com-
puter reservation systems and sales and marketing of air transport services.

5xif “MRS A5 ahe” mBEER AL, Itk 7B E ARSI T RS, THEL
TS Z G AN 3 i Al 55 1R 65 A0 80 7 T ) 810 91

Switzerland's specific commitments were, compared to GATS, improved in essence
as follows (without being exhaustive):

HACRPE, B EAE LRI 1L MRS5S 5 e B E B E m AT (h4)

e Additional reduction or abolishment of limitations on market access and na-
tional treatment for the cross-border supply of services® and the establish-
ment of a commercial presence for the supply of services, respectively, in the
following sectors:

TEUUF RS AT, AR RS B AR 45 A T S N B R 28, (B8 MR 559 9k
FEXS T3 85 A e A7 5 AE SR AR 55 1O A A7 .«

0 Real estate services involving own or leased property
BEXT A A B SE B (14 s 3t iR 55

0 Real estate services on a fee or contract basis

23

With respect to services supplies from Hong Kong, the EFTA free trade agreement with Hong Kong, in force for
Switzerland since October 1, 2012, applies.

24
25

TR A ARG, &P E S SRS AR A R e, %PE H 2012 48 10 1 HXE AR

Consumption of services supplied in Switzerland to Chinese is also included, but not specifically mentioned here
as Switzerland does, as a rule, not apply specific limitations thereon

26

FEF Lxof o R R IR S5 L QARAE N, (RIS SCA R IR, RO HR X A R IR
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AL 3% B A [ D S 4 s 3t 7 iR 55

Leasing or rental services concerning personal and household goods,
excluding goods embodying any type of sexual or violent content

AT B AL N B oK BE Y ity ANELAEAT AR5 A 015 B 7 P9 2 1 7

Outdoor advertising services, excluding advertising for goods subject
to import authorization and excluding pharmaceutical products, alco-
holic beverages, tobacco products, toxics, explosives, weapons and
ammunition

FUANTT S R SS ARG TG L DUV AT A DL R 257 TR UORE AR A
AHEY BEY) . SR )5 Rk 55

Services incidental to fishing

Siflb A R k%%

Services incidental to manufacturing
i@k A R RS

Scientific and technical consulting services
BEAMEAR G WIS

Telephone answering services

FL T 84 IR 55

Duplication services

SRS

Translation and interpretation services

FHPEAN 3RS

Mailing list compilation and mailing services

TE R A4 B U 55 SR IR 55

Specialty design services

S R ani &

Agency services on behalf of individual performers
N NSRBI AL R 55

Design services for ergonomy of working place
TAEG P AL LR B IR S5

Other business consulting services not elsewhere classified
FAt AR VAR 7 95 Rk 55

Express delivery services (of letters and parcels priced at least 5 resp.
2 times the basic price applied by Swiss Post for normal non-express
deliveries)
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PRI AR 55 OWAE A B R AN 2220 Dy M0 8 S AR SRR A ) B 5, BEED
N2 5

Enhanced value added voice transmission services, based on licensed
wireless networks

FRRR TG W 25 L 8 5 G AR S g (I 5%
Special trade construction work
Fih TR B AR

Renting services related to equipment for construction or demolition of
buildings or civil engineering works, with operator

SRS TRE A I AR B e % S B3R N B3 (A B 1 55

Commission agents' services, excluding services related to goods sub-
ject to import authorization, to pharmaceutical products, toxics, explo-
sives, weapons and ammunition, and precious metals

BRSSO L CVFR] R ah BUR R 2577 bty RS UORE . A i
AEY BEY. as. ML ST SRS

Education Services in the fields of national languages of China and
cooking

KT EE S SCP TR 255 RS
Sewage services

15 7K AL PR A 5%

Refuse disposal services

W] 7 R ) A PR A 55

Sanitation and similar services

BAE KRR

Cleaning services of exhaust gases
RSB A B R 55

Underwriting of aircraft liability insurance
St KWL TR

Lead-managing Swiss Franc denominated issues by banks or securities
dealers

HRAT B3 0 2 Sk R AT DA R BT R IE S5
Hotels and restaurants (including catering)
WIEMET (EFREYO

Tourist guide services

Sl AR 55
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0 Maritime transport services, including: passenger and freight transpor-
tation, maintenance and repair services of seagoing vessels, maritime
cargo-handling services, storage and warehouse services, customs
clearance services, container station and depot services, maritime
agency services, maritime freight forwarding services

sy, Al FiaMius, FRNRFMLEERS, & LIVPARERS, S
LRSS, RS, GERREAHE IR ST, HUSERS, L Ba QRS

0 Air transport services, including: aircraft maintenance and repair ser-
vices, selling and marketing of air transport services, computer reser-
vation system services, ground-handling services, airport management
services

fiasishmikss, Gdh: WHLRIFMYERIR S, Miziath. AmmiriRs. Bk
AL 6 B e 55 8 55 A T 3 4

o Road freight transportation, excluding cabotage
VNSRS A A S e S

e The limitations for individuals on entry and temporary stay in Switzerland
were reduced as set out in Section 5.3.2, below.

5l NS5 ik - 30 £ B R R L AR 5.3.2 745

e The limitations on the acquisition of Swiss real estate by Chinese companies
and individuals were reduced in essence as set out in Section 5.2, below.

ol D> ] A R 2 A B D s b 7 [ PR AR O LA 5.2 715

Nevertheless, the Sino-Swiss FTA does not exempt services from value added tax
(VAT) levied on imported services (with respect to the applicable Swiss VAT rates see
Section 7.3.3, below) and Swiss regulations on safety and health will continue to ap-
ply with respect to services imported from China.

SR, A e 45 T B SR B AN ROt 2t 1R 55 AR SR - i 8 I (E BB R 5 I
7.3.37%, NFED o Hiok 2 4 TR RN R gk S Tk B b E RS .

Technical Barriers to Trade ("TBT") and Sanitary and Phytosanitary Measures ("SPS")

ARG “HARER GEE2 e ” ( “TBT tha” ) M “BASHY PAREY €~
( “SPS #rE” )

With respect to TBT and SPS, the main benefit of the Sino-Swiss FTA for mainland
Chinese exporters will result from its provisions and related additional agreements
(in the areas of telecommunication equipment, certification/accreditation, SPS,
measuring equipment and instruments), which aim to intensify the parties' co-
operation which is key for resolving TBT and SPS problems on a pragmatic basis.

HRE A AR R A S L@ B GETRE & ANEZATRT, SPS, Wl & B AN 2S) Ky fdirp
E R AE TBT Al SPS WhiE WA TG B N 2 B . hEs [ 52 0 5E WA 96 46 30 b FL B 8 il B e 1Y
SR AR, TS AR IE A5 SL ok TBT A1 SPS 42y it
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FACTOR 3: SWITZERLAND HAS EXCELLENT HIGH TECH INDUSTRIES
HERZ=: HLAFRER RS

Located right in the heart of Europe, with borders to Germany, France, Italy and
Austria, Switzerland has no natural resources other than air and water, but is a pow-
erhouse for high tech manufacturing industries.

Bt A T WO o, 00 SR VAR RORAI DL B A, R T RS KIRZ A
HoAl ARG, (EENR mR s A B

Many leading international manufacturers®’ are not only headquartered in Switzer-
land, but also have important manufacturing and R&D facilities as they find it easy to
attract talent in a country which offers one of the world’s highest qualities of life in-
cluding almost unrivalled safety, excellent schools and a widespread use of English
due to a traditionally multilingual culture.

BRI A PR A IR e R, T LA S A B A PR R B, AR
Bl RAERAE SO Som f RN, XEMA LSRR e, SRR, ZiE
PRI SCAIA ST A SEE ) T AT, PRl S AR A3 A [ 500 N A7 A SR 2L IR 51 7T

On top of Switzerland’s attractiveness for talent, there are some equally important,
but less known, Swiss advantages which Chinese investors should be aware of when
evaluating FDIs in Europe:

B VAL ANA WS i85, B Lid BT T HARARR RS, hEMEREENMZAZ, ME
DAL 1) WO 1) ELH A BRI, A 208 FE IR S R R

Leading universities in technology and science, open to industrial R&D co-operations
IRZ o S AL TR, I EL A Dok ST R itk S AR

The Swiss universities for technology and sciences - including European leaders such
as the Swiss Federal Institute of Technology, Zurich (ETH) and the Ecole Polytech-
nique Féderale de Lausanne (EPFL) — have a long tradition of actively teaming up
and partnering in applied R&D with high tech enterprises in Switzerland.

Bt LA 22 TG A5G PR TR, 9 n T BB T A2 Be 5 B B (ETHD RIS S BRI w55
Tokazfe (EPFL) o KHILLKR, KB CLB 15 mB b F &1, I IT R S0t
KIH R RAESE .

Swiss high tech manufacturers not only benefit from Switzerland’s excellent universi-
ties for technology and sciences, but also from Switzerland’s unique dual education
system. It offers the approx. 80% of all high school graduates, who do not wish or
are not skilled enough to study at a university, a solid 3-4 years’ apprenticeship in
one of over 200 officially recognized trades. Obtaining the practical training from
their employer based on an official curriculum and the theoretical education from
specialized state trade schools, they obtain their Swiss craftsman’s certificate by

27

28

Example: ABB, Geberit, Georg Fischer, Givaudan, Glencore, Holcim, Logitech, Lonza, Micronas, Nestlé, Nobel
Biocare, Novartis, Oerlikon, Rieter, Roche, Schindler, Schweiter, Syngenta, Straumann, Sulzer, Swatch, Tyco,
etc.

#l4n: ABB, Geberit, Georg Fischer, Givaudan, Glencore, Holcim, Logitech, Lonza, Micronas, Nestlé, Nobel Bio-
care, Novartis, Oerlikon, Rieter, Roche, Schindler, Schweiter, Syngenta, Straumann, Sulzer, Swatch, Tyco, %%
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passing thorough examinations of their acquired skills and know-how. The dual edu-
cation system is a constant source of well-trained blue-collar workers for the Swiss
industry.

B R iR R A P R AMXAS 2 T B e KRB TR, o AR s TR L MR RV E R R . AR
PRl A, A4 80% KA EA R B A R b EIHREEE AN R 22525, IR NAT L
FEEJTINER) 200 Ak P 3-4 ERGAGEANE . MR 22 S IE QR EREE, MR R HL A2 2]
IS RIHRE, RN SEHRMY 2 A AR BR KR, AR TSGR 5 B BRI 2 )5
AT 2 TR A L A8 TAEAS o XUPLECE M & D9 TRt 7 IRIEA BT AU 2R R AR TN

No restrictions on outbound technology transfers, except for technology export con-
trol regulations relating to war material and dual use goods

X TR AN AL AN BRG], (B SZ A HY R R R ] (10 25 FI A0 9% DA S 2 B A 7 A B

Switzerland imposes no restrictions on outbound technology transfers, except for
technology export control regulations relating to war material and dual use goods,
respectively.

B X F XTI AR LA BAEATRR S, (E R 32 BRI ) (0 5 P40 9 DL 2 RSP 7 i BR Ao

Under the War Material Act, export, import, transit manufacture and trade of weap-
ons, ammunition and defense equipment and export of relevant technology is, as a
rule, subject to governmental permits granted if international law, international obli-
gations and Swiss foreign policy are respected.

RE (FERWBHE) BIE, EEERE. FPR 55 UL LRSS BURAS DO P kAt -, mas.
ZER LA R 7 55 e a A H 1L BE S50 11 A 7 LR SR BRIt 11 28 75 SRAS BURT At v

Under the Goods Control Act the government is authorized, but not obliged, to con-
trol the export of goods usable for both civil and military purposes ("dual use
goods™). The act's main purpose is enabling the government to implement not only
its foreign policy, but also binding control measures resolved under international
agreements (such as the Chemical Weapons Convention) and non-binding control
measures resolved by international export control regimes.

WRAE CLeERE) BIE, BUSARL (EIFEA 55 MRAUAER ™ CCERPIA 7 )
(T E EIR BUEE A 1232 ) 6 2 A2 A ORIBURF AN DL RERS AT FL AN SO, T HL B SIC it [ B i
(Bt CHAaCaR A L) D IR AT L3R 7 AR 1 i LA [ Bt 0 ) A 300 JE 40 3R 7 R )
Jiti o

Finally, like other nations, Switzerland reserves extraordinary coercive measures in-
cluding technology export restrictions to safeguard and defend its national interests.
While the Foreign Commercial Relations Act authorizes the government to take such
measures to repel trade wars or similar acts damaging the Swiss economy, the Em-
bargo Act authorizes it to take them in order to enforce sanctions resolved by the
United Nations, the OECD or important Swiss trade partners for breach of interna-
tional law.

el QAR AT AR B A, H R B AR R R SR P T, R B AR X AR I PR A it
PAERITE K A at . CRAPRIML IR RVED SEBUBUR AT AR B ZEE AR B2 5 i sl SRADH3 3 3 £
LUFIAT N, RN, (BHERE) EBUBUR AT LT 3, 8 H R A [ Bk il B 1,
HATERA E . K5 A1ES K RAZ (OECD) 83 Hifi 1 5B 57 5y Ak A1 BT St ) il e 15 e o
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World-wide network of free trade agreements
4IRS e I 2%

On top of the free trade and mutual recognition agreements with the EU, EFTA (see
Section 1, above) and China (see Section2, above), Switzerland is embedded in a
world-wide network of 29 further free trade agreements covering 38 other coun-
tries®®, mostly concluded in the framework of EFTA, a network which is continuously
expanding®.

L ES TNt E R EMg e, B 7 EESRE . M A RBE GERLLE 159
DL (FEIAESE 2 1) & 38 AME S 29 4> AR B 5B 44 T I Bt 5 5 )
5E O, X AERE R A I E R Tk %2

Further, Switzerland has mutual recognition agreements (MRA) not only with the EU
and EFTA (see Section 1.2, above), but also with Canada, in force since May 1, 1999.
In contrast to the EU/EFTA MRAs, the Swiss/Canadian MRA does not, as a rule, rec-
ognize equality of Swiss and Canadian technical standards, but is limited to a list of
Swiss and Canadian certifiers recognized as qualified to issue conformity certificates
under the other country's technical standards.

LEWCHLASL, Fif L5 N KA E T H AN (MRA) , ZHEF 1999 4 5 A 1 HIFIEA
. HWCHE/FGE B 51X (EFTA) 228 A B AN (MRA) ANE, it 5 K% 1A
HANBU (MRAD REEINATHG L 5 INEREARRHER S RIVE, TR T 54t 7 —ikim L 5 s
RANTENURG A% B, SRS BN HEA BT RS AR G 7 B S B AR HE AAT & RS AIE S

Switzerland's MRA strategy aims to expand the network of MRAs beyond Europe,

preferably with countries that also have an MRA with the European Union such as the
U.S., Australia, New Zealand and Japan.

it =t B S B AH AR R (MRAD g, e H HIFE TR AH AR (MRA) (78 il 4k JiE 22 /K
M h, 2 A 5 EMHEA NN (MRA) MEZ, FlansEE., SR, Hivh =
PAK H A

Investment Protection Treaty with China

S E 7R R E

Switzerland has an investment protection treaty with China, in force since April 13,
2010. It obliges Switzerland to fairly and equitably treat Chinese investments and to
keep assurances made, if any, in connection with a particular investment. Further-

29

30

31

32

Albania, Faeroe-Islands, Bosnia-Herzegovina, Macedonia, Montenegro, Serbia, Ukraine, Egypt, Israel, Jordan,
Lebanon, Morocco, Palestine, Tunisia, Turkey, Chile, Costa Rica, Panama, Cooperation Council for the Arab
States of the Gulf (Saudi-Arabia, Bahrain, UAE, Qatar, Kuwait and Oman), People's Republic of China, Hong
Kong, Japan, Singapore, South Korea, Canada, Columbia, Mexico, Peru, Southern African Custom Union (Bot-
swana, Namibia, Lesotho, South Africa und Swaziland).

Currently (April 2014) free trade negotiations are being held with Algeria, the Customs Union for Russia, Bela-
rus and Kazakhstan, Guatemala, Honduras, India, Indonesia, Malaysia, Panama, Thailand and Vietnam.
FIREVBIE. EZ RS, BE. BHWL, SHRENET . RGN, St Bk, ey, 48, RO, BEKE. D,
KW, LHIE. AR SHEEn. BEY. SR ERSER RS ORI, A, BBy, REEK, Bk
2 O F. BA, B, BEL mEKR. FHMELLIE. SBUGE. e, BEAEMOCREE (R KA. ERT. KT, &
Rl =

HAT (2014 F 4 ) EESPUREFNE, $E 8. A8 5 505w g el e Shr, SRS, . EnfEJemi.
HoRVGIn, ML, FREMSRE BT H B8 5 R A
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more, it protects Chinese investments from non-commercial risks such as govern-
mental discriminations, expropriations without legal basis or compensation and im-
pediments to payment and capital transfers relating to such investments. In case of
breach, the aggrieved Chinese investor may act against Switzerland in a Swiss court,
before the ICSID* arbitral tribunal or an ad hoc tribunal.

it oo GhEEE T HEBRE, ZPET 2010 £ 4 A 13 HEIEXAEN. ZPhE ER
Bt AT P AEHUR R B BB B SR R E SR I H R CnRA D o BRAh, & E
ORI BB G T A2 AR R ML RS, BB RS BOA R R BOEAMEE AR, BE N E
PR R R AR B R ERIGE. —BRAESARBEY, BRI T E RS AT R I1CSID> ik ok
W IR A Rl Je ] iy - SR AR R

4. FACTOR 4: SWITZERLAND HAS EXCELLENT CONDITIONS FOR CHINESE EU-
ROPEAN HEADQUARTERS

HRZM: FHEMAERRMERZ, T E AR LR B3R

Switzerland is an ideal place for establishing European headquarters or distribution
centers of Chinese companies.

o ] i b B SE RIS R T A ol B R B AR E

We have already mentioned Switzerland's economic integration in the EU and EFTA
markets (see Section 1, above), the Sino-Swiss Free Trade Agreement (see Section
2), the Sino-Swiss Investment Protection Treaty (see Section 3.4) and Switzerland's
world-wide network of free trade agreements (see Section 3.3). However, equally
important features benefitting headquarters and distribution centers are the follow-
ing:

TAC&RAE LSRN EFE —FA GERULESE 1 79 . dEmE e GERLMLEE 2 79,
IR R E (PEILLA B2 3.4 %) PLAG L R)4ak | S ss (LB ESE 3.3 9D .
B2, WSZEREF L S oot B e B E 2%, REART .

4.1 Highly qualified, multicultural employees
FR M. ZICCE SR R

Switzerland has excellent schools and leading universities, a unique dual education
system and one of the world’s highest qualities of life easily attracting talent from
abroad. Powered by the pressure from global competition for the best quality of
products and services it is the source of Switzerland’s qualified and skilled work
force.

B LA B NSRS AR AEBERL S R AT IO R 2 DU A 7 v i o (1 A 9 24 85
X E AN BA RG] Jy o Hi I s BRI S5 AE PR AN A T B, KRR
g N A IR SN e 2 o ER) v 5 RE (R 57 3 T K%

In addition, Switzerland’s work force is one of the most multicultural and multilingual
in Europe. Switzerland’s proportion of foreigners is approx. 23.5% which ranks third

33
34

International Centre for Settlement of Investment Disputes
I bR A5 4 Bt e o L
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in Europe after Luxemburg and Liechtenstein®. The metropolitan areas of Zurich,
Basel and Geneva are multicultural and multilingual societies where English can be
heard almost everywhere, and English has become the standard corporate language
of almost all major international Swiss companies.

SEAh, FERRPHTE RN, B LR R iR S A 2 oo C s SOF AT R 2 AiE 5 . Hit R AhE
ANEBI%Yy 23.5%, ERMERBHAH=, (QRFSREMFICHLE . EHR, EIEK
FH A TR R # 2 X 2 e e M2 MiE S 4L X, R B SEE JLPRaAb v &, JF X T LFpr
A EBRERH L AR S, SE BN HARER LGS .

It is noteworthy that although Switzerland is made up of German, French and Italian
speaking parts, English is more prevalent in each of them than the languages of the
other linguistic areas.

EAEENRE, REHL&MERE. REMERFE AR, H2AESEMEST, AMIES
KRAL SR A o

Liberal labor law, high labor productivity, reasonable labor unions and traditional ab-
sence of strike actions

TP 3k, @A s, GENTHN, JRAHER TN

Switzerland has one of Europe’s most liberal labor laws, a low degree of unionization
and moderate unions, all of which encourage hiring and essentially contribute to
Switzerland's unemployment rate of 3.5% (February 2014)*" which is exceptionally
low compared to the European Union's average of 10.6% (EU of 28), 4.8% in Austria
and 5.1% Germany (all February 2014)°. These features will be further explained
below.

B E A RN R IT IR 5788, T2t E R, T2, FraXeSesEn AT, B EmRil
F (3.5%/2014 F 2 ) P°RFEFEHE. 5% 28 BT 10.6% 52K, s HFT 4.8%.
M) 5.1% (AR T 2014 £ 2 F) M, #B2IERACM . T IR S S0 B AR

- No Workers' Councils with a Say on Managerial Decisions
LRMEERS TEH L E

There is no statutory duty for Swiss companies to have workers’ councils, but
in companies with more than 50 employees they may elect a workers' repre-
sentation. Employees and workers' representation (if any) have a statutory
general information right to be timely informed about matters that need to be
known for the performance of their jobs, and once a year they must be in-
formed of how the company's results may affect their jobs. Further, they have
some specific statutory information and consultation rights in the following
cases:

35

36
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39
40

Source: Switzerland: Swiss Federal Office for Statistics, for end of 2013; EU: Eurostat, for 2011; Liechtenstein:
Office for Statistics, Liechtenstein, for end of 2011 and 2012 (provisional), respectively.

K Eit EELBORGHR, 2013 K EREL: BKEISGTHR, 2011; FUSCHLE: 2011 SR 2012 R CGERD .
Source: Swiss State Secretariat for Economic Affairs (SECO)

Source: The European Communities' Statistical Office (EUROSTAT)

IR B LERHRETE

KU WERGE R
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¢ The employer company is about to be sold by way of an asset deal
or merger;

¢ The employer plans large-scale layoffs; and

e The selection of pension fund carriers and certain matters of occu-
pational health and safety.

Bt = A W CE WL R TR V€ 5%, EREMA 50 AU LR THAR Y, &I
P2 b3 AR . LR TR CERD IAEE R RITER e N 2 b 5 0 i 53 8
TR TAERAUREE, JF H AU — 5 R B 7SO A7 AT RE ™ A2 A REM . it
b, FEULTIEIEH, i R AER GAT) I B i BV E R BURT AL -

o NEPRHLCLR AL BGHOR AU U AR
o JEREURIBAT AR 61 BLK
o SIEFHBRIE S BN ULSCRELE Y g FE AT 22 4 1) AT O PR EL

Nevertheless, neither employees nor the workers' representation (if any) have
a statutory right to have a say in management matters (even if affecting their
work place environment) except that the employer company may not ex-
change a pension fund carrier without their consent.

And, BT A FABREARMES 2 LR TR GEAD RSN T R R 6
BWANZA, RLRATAE CEA) AR MR TAET M (RIS L TR ED
HBA L E RE TR AL

No Statutory Minimum Wages and no Severance Pay

TVEERMC LA TAE

There are, in contrast to most EU member states, no statutory minimum
wages. A minimum wage may apply, however, based on collective bargaining
agreements. On May 18, 2014 the Swiss people will have to vote on a popular
initiative aiming to introduce a constitutional minimum wage of CHF 4'000 per
month (equaling CHF 22 per hour). Nevertheless, we are confident that Swiss
voters will turn it down, realizing that such a minimal wage would increase
the traditionally low Swiss unemployment rate of currently 3.5%. Nowhere in
Europe is it as easy and inexpensive to terminate employment agreements as
in Switzerland. Terminations, respecting the applicable notice period, may be
given at any time, without giving reasons and without any severance pay.

ANTFF W RHR > B A B, Hi L B IR e AR LB ORI, AR 57 3 I isCn] DLZ € e
RILH) o 2014 £ 5 H 18 H, FdoRexd— e+ i€ i il L5048 4000 Hill (FH4
TN 22 BB AARIRFEMEB RS A, BATHIE, Bt A0 R R
XTI SE, UMK AT e 5 80k L — SRRk CHATDOY 3. 5%) Femkm.
VO e VIR Sl P e S R BR PN ER P F A A D ESE AR -5 S S PN
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Short Notice Periods
AT
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Statutory notice periods are 1 month during the first year of service®, 2
months in the 2" through 9" year of service and 3 months from (including)
the 10™ year of service.

TR —ATAEER, FEEBRYA—AA 2 B REFNATIEEN, BEHA
“AN BE A TSR, @R =1H.

Such statutory notice periods may be set aside by mutual agreement provid-
ed that the notice period is not less than one month and further provided that
no different notice periods are agreed for notices given by the employee.
Usually, agreed notice periods are 1 or 2 months for employees without man-
agement functions, 3 months for lower management, 6 - 12 months for high-
er management and 12 - 24 months for top level management. The employer
is entitled to put the employee on garden leave during the entire notice peri-
od. The employer may deduct from the garden leave salary any income from
other gainful activities which the employee obtains or intentionally avoids ob-
taining.

53 GUTT AL E A LA BEE A, (EASDT AN SRR T BT W AE H
HFEFERY . 8%, SRS ERE R LAE B — B, ERE BN
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- Moderate Dismissal Protection and Continued Pay Obligations
i FIHIREJE (R
The statutory protection from dismissal is limited to the following events:
¢ The employee’s pregnancy and 16 weeks after childbirth;

e The employee’s military service and, if lasting more than 11 days,
the four weeks preceding or following it;

e The first 30 days (in aggregate) of a sickness and accident leave
during the 1% year of service;

¢ The first 90 days (in aggregate) of a sickness and accident leave
during the 2"-5" year of service; or

¢ The first 180 days (in aggregate) of a sickness and accident leave
after (including) the 6" year of service.

POE R E DRI IR T LU 15
o MM IS 16 FN;

o RIS, LM 11 KA, AR AT IR 4
JE A5

4 Subject 7 days during the probation period. The probation period is the 1% month of service, extendable by mu-

tual agreement to the 3™ month of service, unless the parties waive the probation period by mutual agreement.
THETAER S —A A AR, @307 ORI & K2 3 A, ZF Nta] U IS FE U .
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During these termination protection periods the employer is obliged to pay
the salary for a limited period of time which has been determined by courts
to range slightly below the length of the applicable termination protection
period, but with respect to military service and pregnancy, social security
has stepped in, covering the continued pay obligation in whole or in part
(depending on the amount of the relevant salary). Sickness and accident
leave insurance covering 80% of the salary during a maximum of 720 days
within a period of 900 days of sickness or accident leave is customary; pre-
miums are usually borne in equal shares by the employer and the employee.

FERR I ORI IIPN i SR AEE RSSO AT e 03— B 1) B8, I KA Hvk e e, il
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Low Unionisation
LERFEENE

Swiss unions negotiate collective employment agreements improving statuto-
ry working hours, holiday leave entitlements, notice periods and retirement
matters to the benefit of the employee side, and introducing minimum wages.
Nevertheless, the results are as a rule moderate, as the unions’ bargaining
power is limited. In 2009, only about 16% of all gainfully employed persons
were unionized® and in 2011 only about 20.9% of employees who were full-
time — or working at least 50% of full time hours — were employed under col-
lective employment agreements**.

B b TR A TR S BEAT SR AR 57 S W R, SR BV 8 AR TA) L A7 e R ABAR
A SORR R E, FFEREIERM T HHIE. A, BT LMk ER, wAL
FEE iR 2009 4, A 16%BHIME N I T Ter BRI Hm IR
WHHR) ¢+ 2011 4R, AL 20. 9% 4R S EE AR KT 50% 4 HR AR &)
FR AR SN T AR ST B B (B RIR: B £ TRERE L) .

High Productivity
PR

Switzerland not only has one of Europe’s most liberal labor laws, it also has
one of Europe’s highest labor productivity rates, which is due to: (i) 41.7 av-
erage weekly working hours (2012)* in contrast to an EU average of 39.7

43
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45

Source: Swiss Federal Office for Statistics
Source: Swiss Association of Unions (SGB)
Source: Swiss Federal Office for Statistics
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hours (2011)“°; (ii) statutory holiday leave entitlements of, as a rule, four
weeks only (five weeks for those less than 20 years old. Employees over 50
under collective employment agreements, as well as managers under individ-
ual employment agreements, are usually granted five or six weeks annual
holiday leave); and (iii) a traditional absence of strike actions.

5 A BRI BT I 95 sk 2 —, A W i 57 sh AR 2, R m T (D)
Sk PR AR 4107 ANEF (2012 4E) %7, R RO JE 5P 4EE 39, 7 /N
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The absence of strike actions is rooted in the 1937 contractual "peace" com-
mitment between the tariff partners of the metal and machinery industry re-
nouncing on the right to strike and lock-outs in favor of good faith negotia-
tions. In 2007 — the most recent year with relevant available data for both
Switzerland and the EU — Switzerland’s number of annual strike days per
1,000 employees was 2 compared to an average 34 in the EU member
states®.

AEAERTAT X - RHRIET 1937 FEJ8 SHMAT I RBL SRR E 1 “ A7
ARV %P CE AT R R L AT R AR T IF AR R . 2007 4 (R ATRK
WA RGN ERE BN ERIEFER) » IR T 4R ANEFEETRENCY 2 K,
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Situated in the geographical center of Europe
17 T PG IR T PE 70

Switzerland is located right in the heart of Europe, sharing borders with Germany,
France, Italy and Austria.

B 2 A0 WG RO ST, 2300 T A E L R BRI B R

Zurich’s intercontinental airport operates as Switzerland’s and southern Germany’s
national and international transport hub with excellent connections to all major cities
of the world including Beijing, Shanghai and Hong Kong. Other, smaller, international
airports are situated in Basel and Geneva. From Zurich airport almost all European
capitals can be reached by a 1-2 hour flight.

SREE A RN BrATL 7y A Bt DB A R g st DX P 6 P 5 R B S X AL, S 5 i A 2 3T
Hrpafdbnt. B, HARDUBIR /N [ Brb L i T R AT H A B AIF R
K BRI TR [ S E AR T DAAE 1-2 /N 2 AR

Domestic and cross border road and railway transportation is easy due to a wide
network of highways and excellent public transportation networks with intercity

46
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Source: European Foundation for the Improvement of Living and Working Conditions (Eurofound)
Bl kIR: En LB SR

BRI BRI A e A LA SR A R 4 2

Source: Austrian Chamber of Commerce based on ILO, OECD and EUROSTAT
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trains departing at least hourly and regional trains departing even more frequently.
Switzerland spent billions on railways and highways crossing the Alps in record-
breaking long tunnels connecting northern and southern Europe.

[ P 5 B 2 B S RIS S AR O (R, ROk 7 T Rl 2 A B8 5 A A IE M4, PRk
e 2 DA/ R BRI DX K TR AR R N BE O B . i AR B 1 BB BB AN AN
sk L 2 SRR R B AL L, S R T A0 S R R R R e R L A e AR B A

Although Switzerland has no sea front, its three Basel Rhine harbors and container
handling facilities enable maritime transportation from and to Switzerland. The Rhine
is navigable from Basel to its Rotterdam mouth, the passage taking about 3-4 days
from Basel to Rotterdam (830 kilometers) and one week in the opposite direction.
Ever since mediaeval times, the Rhine harbors have made Basel an important termi-
nal between the North Sea and the Mediterranean.

EIRER A TR X, (ER i ) = Ak B 2R K-SR i 11 SR R e e A 15k L B Vi iB i
B ONBLSE . SR H 2SR B R RRENT, TR 830 A HL, RN 3-4 K, SRR — .
oI A, SRR A T SR K RO A 5 TR ) B EERK AL

FACTOR 5: SWITZERLAND TREATS FOREIGN INVESTORS ALMOST AS DO-
MESTIC INVESTORS

RRZ A FmExfrEIMBE LS EASEE R

Swiss law provides an investor-friendly, clear and straightforward legal framework
for direct investments. It does not have special rules on foreign direct investments
and, as a rule, does not require approvals for foreign investments or provide differ-
ent rules and laws for Swiss companies under domestic or foreign control.

REEEBB, B LA T IREE AR RS 77, RS 7. xR A EAMIE
BT R IRIE, WEEL T, X TAMERBIAE Z LAt 0T e Py 58 s AR BT s i
Bt 2 m A2 AT AN R R A .

Consequently, foreign investors establishing or acquiring a business in Switzerland
are, as a rule, not discriminated against. In essence, only the following few excep-
tions apply:

Pk, FEEE T, SNEBBE AR LB WA F A 22 B E R A B E R RIR
JL I 41 -

Representation of Swiss company or branch
P E A =) B 73 SN LR

At least one person with residence in Switzerland must have legal capacity to act on
behalf of a Swiss company or branch without any restrictions. This person must be
duly empowered as a signatory of the company or branch, but need not necessarily
be given a corporate function (such as board member, manager, director or the like).
Instead of one Swiss resident having sole signature power, two Swiss residents with
collective signature power would also be acceptable.

A — LR RLARAEE T, T UAZAEFIRETAR —Z T AR Bl E D A . %
N LB AERAFIE IR, RONIZ T A 7 B 7 SN IR 7 N, (R IR AR — € L AUAE 2 7] AR HR
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It is noteworthy that the Sino-Swiss FTA's list of national treatment limitations for
Chinese providers of FTA scheduled services appears to reserve future domestic laws
that may require a majority of the board members of corporations, stock companies
with unlimited partners and co-operative societies, and at least one manager of a
limited liability company to be domiciled in Switzerland. Nevertheless, the Swiss
domicile requirement for a majority of the board was abolished as of January 1, 2008
and survived only in a few regulated fields (see footnote 61, below).

AT IR, PGB 5 E BB R R 7102 ot v (B R S5 4R B R DR B T R ORIE RS T
AREEOR I A IR ITE AR . B RG AR A M SR AN RS HERSE N ARTUER
w2/ — A2 NUL GOy, g, 2008 4 1 H 1 HEqb C&ER 1 EF 2280
HWESR, RAEJ IS SUR R IR ER LN I 6262) .

Acquisition of Swiss real estate
AT Bt o e

The acquisition of real estate by foreigners has enjoyed a continuous liberalization
over the last few years.

FERE L VAR, AME B b5 b= (R BOR — BELAE S AL .

The good news first: Already, today, foreign investors are not discriminated against
when acquiring commercial (as opposed to residential) real estate. Commercial real
estate includes factory buildings, warehouses and storage areas, offices, shopping
centres, shops, hotels, restaurants, workshops or doctors' offices, but excludes the
construction and letting of homes. The acquisition of commercial real estate by for-
eign investors is not subject to a permit or any other discriminatory restriction;
commercial real estate can be used by the owner itself, let or held solely as a capital
investment. For Chinese providers of FTA scheduled services (see Section 2.2.3,
above) the Sino-Swiss FTA (expected to enter into force on July 1, 2014) converted
this autonomous national treatment into a commitment by Switzerland to China
whenever the possible acquisition of commercial real estate affects the supply of the
relevant services.

IR Bil, EWEmEEE (SEEMR B, JAERRE CEAEZBIX AR, &
s = EAE T @ B EMGEF . ARG WY, IS WE. BUS. EREEE
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G SR E (T 2014 45 7 H 1 HAEZD K2 w05 1 i R AR E A 02 ot
46 L7 iF

However, should a company own commercial real estate and undeveloped land, its
acquisition by a foreign investor would only be tolerated if the undeveloped land ac-
counts, as a rule, for less than a third and for no more than half of the real estate’s
total surface area and is developed within a year. Should the company own commer-
cial and residential real estate, its acquisition would only be tolerated if the residen-
tial real estate accounts for not more than 20% - 33% of the real estate’s total sur-
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face area (the range depends on the particularities of the case and the practice of
the competent authorities).
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Now the bad news: Investments in and trade of residential real estate including pur-
chases of a controlling stake in privately held residential real estate companies by
foreign or foreign controlled companies are generally prohibited. To date, invest-
ments in residential real estate by foreign or foreign controlled companies have very
rarely been permitted by the Swiss government on grounds of prevailing national in-
terests®™".

HUG W BAE: A0 E ol s S FE 2 Al G R B Y R SR g e R A I SR R A
B U A F RO @A R A2 B, 1Ak, W EZR R, A E A e A E
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Nevertheless, the following exceptions apply:
AL, BURETEAL 951 5h

(@D The purchase of shares, even of a controlling stake®®, in a stock exchange
listed residential real estate company is allowed, but in case of a controlling
stake the target company will arguably have to divest its residential real es-
tate.

SOV TETE S5 58 55 T b 00 A = s b 72 2 ) J - B8 L ©%, (RLE S e e IR AR e
DUT HARA A TR HAE S ™

2) Foreign non-EU/EFTA individuals legally resident in Switzerland are allowed
to acquire at their place of residence a home as their main residence.

FOVF G125 L 2 B (0 A0 [ 3R B B2 ANRRI B b 52 50 18 B A A N5 S e W BB A28 s b ™ A
AT 3 2

(€)) Non-EU/EFTA individuals (even if domiciled abroad) may be allowed by one
of the 26 Swiss cantons (states) to acquire a holiday or secondary home
(whether apartment or house) for their personal housing needs (as opposed
to purchases for purely financial investment purposes) subject, however, to
the federal law restricting the share of secondary homes and space to 20%
of the total homes and residential space of the relevant municipality.

FEVFARRK S AT B b 51 5 R BRI A CEME{E Pt [ 41 TWE el — & 5 CEit
N EEGED U SN NEETR R (EAFADRE NI S5 R &R BN BUF SR AT .
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One of the rare examples is the acquisition of undeveloped land for residential purposes in the structurally weak
region of Andermatt by the Egyptian controlled Orascom Development Holding AG

A—NEEFEWR RG], e S 2 I BRI R 42 AT BR 2 ) 78 Sl 15t 79 95 11 22 48 L R b DX WSO R JF R 1) - A T8 T
Hidix.

Defined as more than 33% of the outstanding voting capital

WoE SUNZ D 33% LA B FEEEAL
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4) Foreign and foreign-controlled banks and insurance companies are granted
permission to acquire Swiss residential real estate to secure their mortgage
loans in case of the borrower's liquidation by bankruptcy or composition
with creditors.

FCVF A FE AN A 42 ] R SRAT AN ORI 24 ) 78 HARA STAR SONIE™ B0 5 s s ™ fR 47
IS AR D A RN O 5 ™

) Foreign or foreign-controlled insurance companies are granted permission
to invest in residential real estate if the value of their entire real estate does
not exceed the technical reserves for their Swiss activities.

FCVE AP i BAI B 42 B (0 PR 6 28 7] D SE— s BEE B 5 ™, AR 135 A I ER E R 5
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For Chinese providers of FTA scheduled services the Sino-Swiss FTA (expected to en-
ter into force on July 1, 2014) converted the aforementioned exceptions into com-
mitments by Switzerland to permit Chinese buyers to acquire the relevant residential
real estate if affecting the supply of the FTA scheduled services. While exceptions 4
and 5 were already granted under the General Agreement on Trade in Services
(GATS), Switzerland's FTA commitment to grant exceptions 1-3 exceeds its GATS
commitments.

Xt b A R S5 AR R, BRSSP B R B S E (T 2014 £ 7 1 HAERD H
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EU/EFTA nationals resident in Switzerland are allowed to acquire Swiss real estate
without restrictions, as if they were Swiss nationals.

SOV Je A A it~ R L/ B ) i 52 DX R 58 B o OO S i 6 s 7™, ) By R B — R AN 32
AEATRR A -

Work and residence permits / visa

TAES JE AVl /2800

For foreign individuals seeking access to the Swiss employment market
AR N Ef 57 %% T I A E

As already mentioned, immigration law in Switzerland is characterized by the free-
dom to immigrate for EU/EFTA nationals, subject only to exceptional temporary quo-
tas until mid-2014 (see Section 1.4, above). In contrast, however, a strict immigra-
tion control applies to all other foreigners seeking access to the employment market,
with work permits only being issued to qualified applicants for which no Swiss or
EU/EFTA nationals are suitable or available and in the case of applications for stays
exceeding four months in twelve only subject to limited quotas allocated to each of
the 26 Swiss states. Accordingly, the following applies to non-EU/EFTA nationals on-

ly.
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The standard work and residence permit is the so called "B permit" for foreign em-
ployees having an employment contract with a Swiss company or branch for an in-
definite term or a fixed term of more than one year. For EU/EFTA nationals "B per-
mits" are valid for five years (renewable) while for non-EU/EFTA nationals "B per-
mits" are valid for several years (renewable) or an undetermined period of time, is-
sued for consecutive periods of one year, each time extended to the following year.
After ten years of residence, non-EU/EFTA nationals holding a B permit may apply for
a permanent residence permit (the so called "C permit") allowing them to reside and
work in Switzerland for an unlimited time. For EU/EFTA nationals holding a B permit,
C permits are already available after five years of residence.

PRAER) TAE SR VPR “B SRVFRT” , AIUA RO B S5 A =) B 2w 28T A TE IR BT
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If a B permit cannot be obtained, a short-term permit may be obtainable (the so
called "L permit"). As a rule, L permits are issued for a period of up to one year and
may be extended for a maximum period of 12 further months. L permits generally
tend to be issued to foreign employees with fixed-term employment contracts of up
to one year.

WRTVERAG “B KV, WA UL BUEHIVERT (BRRZ0y “L RFRT7 D o JEETEOLT, P
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In practice, only managers, qualified specialists and experts are admitted if no Swiss,
EU or EFTA national is suitable or can be found to fill the vacancy and, if applying for
a stay exceeding four months in twelve, further provided that the applicable yearly
quota of B or L permits is not yet exhausted®. As a rule, a university masters de-
gree, professional experience and a salary reasonable for the position®® are required.

FESKB T, PUR TR B o R I 11 5050 X RRAE IR R T, B BRI 15 L
VPR WEIERROTA B R (—F PIE RRIT 4 M) = W RN 5 DR A Y
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In 2014, all quotas together allow 5000 L permits and 3500 B permits. They are usually exhausted by autumn,
at least in economically powerful cantons such as Zurich. It is thus recommended to submit applications in the
first six months of the year and to inquire with the authorities in advance on the quota fill level.

The labour market authorities tend to require an annual salary of at least CHF 100,000 gross.
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Although there is no legal right to be granted a permit, the immigration authorities
do not abuse their discretion and usually endeavor to grant well prepared and rea-
soned applications as long as the relevant permit quota is not exhausted.

BRSO TR TARVF AT IEBCA TR AL HAEBR A RASEAE A m#ER, ARG
R, TARVFAR AR 45 BB R I S AL .

In the context of foreign direct investments in Swiss companies or branches a need
for intra-group transfers of foreign executives and specialists usually arises in order
to ensure control and the smooth integration of the Swiss business in the group. For
such intra-group transfers B permits are, as a rule, granted quite quickly and without
the need to look for Swiss or EU/EFTA nationals first (as they would obviously lack
the required skills of being familiar with the management and business of the foreign
direct investor).

FEBEAP A R AL B T AR SE 0 AR B OL T, SRR R E & EAMRIAE B AT
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Close relatives such as spouses and under-age children may be allowed to join a
B permit holder in Switzerland. The permission granted to accompanying family
members is limited to the duration of the permit of the primary B permit-holder.

“B RVFA” R ARG (BIINECAE S ARRFEN L) FTUARIN IR “B RIFA 7 o T K EMR
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Switzerland’s accession to the Schengen Treaty has considerably facilitated travel for
Chinese nationals as their Swiss visa is always a Schengen visa and vice versa. Chi-
nese C, B, or L permit holders no longer require a separate visa to enter Switzerland
as their permits also serve as Schengen visa. Consequently, Chinese C, B or L permit
holders may freely travel within the Schengen area for up to 90 within180 days.
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For foreign individuals supplying cross border services (i.e. without seeking access to
the Swiss employment market)
FRELFEEIIRG (AT L5755 BIAME A

By virtue of the WTO General Agreement on Trade in Services ("GATS") the catego-
ries of foreigners listed below currently have a right to be granted a permit to enter
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and temporarily stay in Switzerland for the purpose of supplying GATS scheduled
services for their mainland Chinese employer during the periods set out below, irre-
spectively of whether Swiss or EU/EFTA nationals would be available for such work,
but still subject to all other Swiss laws relating to immigration, entry, stay, work and
social security®’:

MRAE AL “ 55 52 5 S bhsg, LR % SO0 AR A B A NS5 Fii - HLAE 3 - J 300 1 B0 O VR T
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e Intra-Corporate Transferees ("ICT") for a period of three years, extendable to
a maximum of four years.

=M AT ARIRZ), REZATIEKE 4 4,

ICT are defined as executive and senior managers or highly qualified special-
ists of a mainland Chinese enterprise who were employed by it for at least the
year preceding their application for admission to Switzerland and who will
supply the relevant GATS scheduled services through the Swiss branch, sub-
sidiary or affiliate of their employer.
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e Business Visitors ("BV"), Services Salespersons ('SS") and Contractual Ser-
vice Suppliers ("CSS") for a period of three months within one year. Renewal
in the following year is possible after a stay abroad of at least two months
since the last stay in Switzerland.

RS VI% S HEN ARG RS N R —E2Z ARSI = A L. RG]
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BV are defined as Executives and senior managers of a mainland Chinese en-
terprise without a commercial presence in Switzerland who were employed by
it for at least the year preceding their application for admission to Switzerland
and who are responsible for, and enter and stay in Switzerland for the pur-
pose of, establishing a Swiss commercial presence of their employer.

18 55 U5 B 08 SCMARAERR LWL AL R P [ AR TR RO B L, B
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SS are defined as individuals employed or mandated by an enterprise staying
temporarily in Switzerland for the purpose of concluding on behalf of such en-
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Including in particular the limitation of short time stays by cantonal and federal quotas, measures restricting
the professional and geographical mobility within Switzerland and the requirement to comply with working con-
ditions — remuneration, working hours, safety etc. - compulsory or customary for the relevant work at the
Swiss place of performance.

5 ) LB IR BURT 5 A 1 5 B8 (R BRATR ), 5% Fi =58 P9 (8 P R B B v (R R ), DA R AR 2%t -, TAERT I, 224
SRR R PR R
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terprise a contract for the sale of a GATS scheduled service (without selling
services to the general public or supplying services themselves).

R 5 B A5 N AR SO B2 e T B2 ol =4, IMAGERIZANL AT “ IS5 5 5 g™
P2 AR S5 & R ORISR A B RS s IR 55 A 5 Moy H B, BT RS 12 1

CSS are defined as highly qualified specialists employed by a mainland Chi-
nese enterprise not providing placement and supply of personnel and not hav-
ing a commercial presence in Switzerland, but having a contract for the sup-
ply of services to an enterprise doing substantial business in Switzerland, who
enter and stay in Switzerland for the purpose of supplying the relevant ser-
vices on behalf of their employer as professionals in one of the following ser-
vice sectors in which they must have at least five years of experience:

HIRR S N St E 32 e T — 5 BERBG B 4alk. CARFE N BRI 1 2 i % 5%,
ZEAFENTAERLE, BARZH E KRS ER L&A FAFE, e —RKEN LA
LRSS A R 2 A UL N IRGSAT WG [, T K LABAT %A R 8 B S5 L IR 58
1

o Engineering services

TREHARMSS

o0 Consultancy services related to the installation of computer hardware;
and

THEURE AR AT I 5%
o0 Software implementation services.

THEHLIAT S AR 55

The Sino-Swiss FTA (expected to enter into force on July 1, 2014) adopts Switzer-
land's aforementioned specific GATS commitments together with the following im-

provements:
T R E (WHT 2014 4F 7 A 1 HARD BFETHL BR RS 5 8E” MREHFA
LA et -

Scope: It not only adopts the GATS scheduled services, but supplements
them with additional services (see above, Section 2.2.3)

EHVEE: A RERE MRS RA G SE” FRTAIES RS, XA T *h7e (LS
% 2.2.37)

Intra-Corporate Transferees (ICT): The three years temporary permit is ex-
tendable to a maximum of five (GATS: four) years

AFWHERIAZN: 3 FilmVFAHEA UEK 2 6 4 ( “IRSH B a8 hE” 45

Contractual Service Suppliers (CSS) need only three (GATS: five) years of ex-
perience as a professional in the relevant service sector and the eligible ser-
vice sectors have been supplemented by the following sectors:

REREGFRS NAH 3 FR TAEZRY, 1 “MRSASBHE” HEN 6 F, HIRF
LRI E

o Architectural services
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B IRSS
0 Integrated engineering services
AR TR DS
o Urban planning services
I T A IR 55
0 Management consulting services
LR E P R 5
0 Technical testing and analysis services
ARG IUAN 73 B W 55

0 Translation and interpretation services form or into a national language
of China

W B 5 S RO AT 1 R 55

Further, other than GATS, the Sino-Swiss FTA requests that the Mainland Chi-
nese enterprise employing CSS must be a legal entity.

a0 (P i &5 587 DS 7)Y < N PR e = o287 V- 9L i R Bl S NS AY o S ES N a4
WAIAT IR N B A%

¢ Installers and Maintainers ("IM") are added as eligible applicants for tempo-
rary three months permits (three months within one year). Renewal in the
following year is possible after a stay abroad of at least two months since the
last stay in Switzerland.

RN TAEN R B 3 A H G YFHE (—8HN 3 MHAERD . EERDFHNH
IS A E BRI JG I AT R RS

IM are defined as qualified specialists employed by a mainland Chinese enter-
prise not providing services of placement and supply of personnel and not
having a commercial presence in Switzerland, but supplying installation and
maintenance services for machinery and industrial equipment for a fee or
based on an installation or maintenance contract concluded between the en-
terprise that manufactured and the enterprise owning the equipment.

GRS N G LR T — R hE KB CREN D BHIESHED K& L%, B
SRAZ AR LR Tt Aol 7 B A A LE (R B U AN oMb 150 it 1) 22 2% AR 3 A 2 IR 55
EAMZAT U B b 3t P 1 3 7 Bl N2 )
Licensed company or branch required in some regulated fields (e.g., energy, radio
and television, telecom, financial services, public transportation)

FEIC LG A QU R B W) B 2 ST LR R R (fltm: mEdR. RS SRfUIRSS. At

In regulated fields such as energy, radio and television, telecommunication, financial
services and public transportation, foreign investors must operate through a Swiss
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company or branch licensed for such businesses provided that the relevant permits
or licenses are granted to foreign or foreign controlled companies®".

RS Uk, BlingedR. AL, WS ks, ASSHE, AMEBTEE L AUEE 55k
LMY 55 BRI (0 3 24 W) BE 2 ST I BLIZ A, HCRiR 22, 1R8I BAF FT AR AU X R A2 A
A F s A E R AT %2,

Nevertheless, even in some of these fields the Sino-Swiss FTA (expected to enter in-
to force on July 1, 2014) committed Switzerland — other than GATS - to grant the
benefits set out below to Chinese service providers:

PRI, RPEAE XS4, Fn T A G H S S e (B 2014 &£ 7 A 1 HAERD P
[ AR s fe et T LR RS 5 B g AN K

e Market access is granted with respect to cross-border underwriting of aircraft
liability insurance by Chinese insurers and cross-border lead-managing of
Swiss franc denominated issues by Chinese banks and securities dealers;

o ORI 2 w5 B AR DR KL STAR ORI o o [ SR AT FHAIE 23 5 5 A W) 2 Sk AT PSR 3k RS -4
FROIE 27 3R A5 T I N
e Market access and national treatment are granted with respect to the estab-

lishment of a commercial presence for the supply of road freight transporta-
tion (excluding cabotage®);

o [ B8 o ] SRAGAE i 1 BL AR AR AN B Bis. OB RS E N A B IS D 19T
S AR E A58
e Market access and national treatment are granted with respect to the cross-

border supply of, and the establishment of a commercial presence for, mari-
time agency services and maritime freight forwarding services, and with re-

61

62

63

Examples: Permits for the construction and operation of hydroelectric power plants may be refused to foreign-
ers for policy reasons and permits for prospection and exploitation of natural gas are only granted to companies
owned by a 75% Swiss majority. Foreign companies are eligible for permits for nuclear power plants only if op-
erating through a registered Swiss branch, but neither domestic nor foreign applicants have a right to obtain a
permit and after the nuclear catastrophe in Fukushima, Japan, the Swiss government announced no new nucle-
ar power plants would be authorized in the future. Maritime vessels sailing under the Swiss flag must be owned
and operated by Swiss companies or Swiss nationals domiciled in Switzerland and to qualify as Swiss a compa-
ny must be owned and controlled by a qualified majority of Swiss nationals domiciled in Switzerland. Rhine ves-
sels sailing under the Swiss flag must be owned and controlled by individuals domiciled in Switzerland or a
Mannheim Convention country or by companies owned and controlled by a qualified majority of individuals
domiciled in Switzerland or a Mannheim Convention country, and such owners must have an appropriate man-
aging agency in Switzerland. Chinese nationals may only own aircrafts registered under the Swiss flag if per-
manently resident in Switzerland based on a long term residence permit and using the aircraft mainly from
Switzerland, or — which also applies for Chinese companies - through Swiss companies, Swiss general partner-
ships or Swiss co-operative societies registered in the commercial register.

HT BRSSO VE R A E AU K Bl R W S 2 VERE, T RAA S EIN S Bh RV il A R vEmUR 455 LR 75% K
ZHRIBN AT . BTN, SE AR RAFEEER EN AR, AFREREZEVF . BIELl, I BUFEA —E
RMERVFA] . EH AR SRS, B LEURF B AR AV AR I ANE A SRR LA AR . B E A EAUT IO, 45
Zi G E S HAE FTHEsm LA AL IR A R BTE . BT LEEI AR, MO ARBMER K2 BB A AR E
(EPTHIAE S o BB R 1 3R T A T A0 AT i (A B B2 I A A E KA N, A RS HUBR R N (R e B
LB 2 A E KA AN A B B EEES], HiZok R SHER LA 8 R E BN . S EANANJEGERGE LKA S
RECK I TR R AT B A P B i L B AE R kAL, IR WL R ER AL, BB E LA, E B E P BAE R £ T
M A BT A VA

"cabotage" means road freight transportation within Switzerland (as opposed to outside Switzerland or from
and to Switzerland)

"cabotage” & H 5 A I A BRIs iy ORI T3 804N BOR TR+ B0% B 3 I A RS i)
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spect to the establishment of a commercial presence for maritime transport
services without ownership or operation of a vessel under the Swiss flag, for
maintenance and repair services of seagoing vessels (whether sailing under
the Swiss flag or not) and for other maritime auxiliary services®’;

v [ WA AR R 55 0 A it b RS AR R IR 55 7o AR iy RS WA AE DA AR BB B i b Is iR
% CEmif s fe e LR  SROGRR IR IR RAEE RS (Bt [ AT
55 LARH A i 4 B IR 55 SRAS T v [ R A5 °°

e Market access and national treatment are granted in the field of air transport
services with respect to:

LR 92 B A 223 i e 55 OO T 3 E N AN ] R 8

o the cross-border supply of, and the establishment of a commercial
presence for, aircraft maintenance and repair services and airport
management services;

N KBV FE B AR 55 L7 8 B AR 55 B0 AL i A7 AE S s B FR it

0 the cross-border supply of, and the establishment of a commercial
presence for, sales and marketing of air transport services and com-
puter reservations system services, whereby national treatment in
these areas does not extend to the distribution through computer res-
ervation systems of air transport services provided by the relevant
computer reservation system's parent carrier;

N NI 78 B 38 IR 55 A0 UE ST B R Gt IR 55 O L i AT AE S LB B R A3
(BT RAFIE I AN B A THELIT 88 2R 8 H R T a2 = AR TR L U A IR 55

o the establishment of a commercial presence for the supply of ground
handling services.

NI 55 B SL L AFAE

While any bank in Switzerland, including a foreign bank’s Swiss branch, needs to ob-
tain a license from the supervisory authority (FINMA) before starting activities, for-
eign controlled banks are subject to some additional license requirements.

B AEATERAT CRIESMEARATIEG £ 047D ETT AR 28 5 3 2 A A 23R A 3 - < i T 3 M =)
(FINMA) SR FIVFATIE, T4 53 12 I O ARAT IE 5 B3R A5 — e A VF T .

FACTOR 6: SWITZERLAND IMPOSES NO RESTRICTIONS ON CROSS BORDER
MOVEMENTS OF CAPITAL

RRZIN: Bdxt TESEE R AR ) A e R

Switzerland hosts the second largest financial centre in Europe and some of the
world's largest financial services providers®’ have chosen to locate their headquarters

Comprising: Maritime cargo-handling services, storage and warehouse services, customs clearance services,
container station and depot services, maritime agency services and maritime freight forwarding services

BIE: WIS TWREIRS, BSOS, MRS, RIS, HHE RS b b T R R 55

Credit Suisse, UBS, Swiss Re, Zurich Financial Services, etc.
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here. There are no restrictions on cross border payment transfers or movements of
capital.

it AR BRI SR Kbl i 2t BRI S IR S5 SR A °° CL 4R PRI B R ST A AT R
R o Fif S B SO K B B AN AT BB AT TR A

As already mentioned (see above, last paragraph of 3.2), Switzerland reserves - as
any other nation - any extraordinary coercive measures including payment and capi-
tal transfer restrictions to safeguard and defend national interests on a case by case
basis.

fE bbb BRI (WBLESE 3.2 Wifk)a—BD » WREMEMHAE R 4, Fi - Of B R R ORI i
it e BT XA SR I ST K S AR RS BR A 1, DA DR 7 5P 2

FACTOR 7: SWITZERLAND OFFERS COMPETITIVE TAX RATES IN EUROPE
BERz L WmLRRIMERERERK

In the European context, Switzerland offers low tax rates and an investor friendly tax
environment. Its ordinary corporate income tax rates are low, compared to most
other European countries.

FERRHNTE R Y, B o — MR E K . B2 R BB RO E 5, Fin 1@ AV Fr A3 BB R ARAR.
Low federal and state corporate income tax rates
ICFRBUR 5 &M Ak B 15 B B 241K

As a rule, the Swiss confederation’s federal 7.8% corporate income tax charge ac-
counts for less than 50% of a company’s total corporate income tax charge while
cantonal and municipal corporate income tax account for more than 50%. As each of
the 26 Swiss cantons (states) and each of their municipalities has the sovereign right
to determine its own income tax rate®, there is competition for low tax rates among
the 26 cantons (and within each of them, between the municipalities). As result, the
overall corporate income tax charge’ varies from canton to canton between 12%
and 25% thus making it worth carefully bearing in mind cantonal and municipal cor-
porate income tax charges when selecting a corporate domicile in Switzerland. Ex-
ample: The 2013 overall corporate income tax charge amounts to:

W, Hi EPOBBUR RN 7.8 % AL BT 88 b A w] A AL Fr /S B tb g A 2 50%, 1 SN EURT
S BUFER ML TS BIGEE T 50% . HTHid 26 ANPNFIEAN i BUF A E 3 dE
HPER AR R ™, Bk, 26 MM SEAREAREEL R CH &N P A 1T B 2 1A 4
the ) S5, BMNZ AR FTEBIRL T P T 12% 3] 25% 2 18], A FESEEE AT B s 2 45
Pl it b ) AV BT AS BB 28 . 25115 B : 2013 SF S ARV BT S BB A 1 -

68
69

70

71
72

W EIREHAT . B EERAHAT (UBS) \ I RES A R] . 52 14 il 5% 5 155

Municipalities determine their tax rate as a fraction or multiple of the income tax rate of the state to which they
belong.

The term "tax charge" as opposed to "tax rate" is used on purpose to reflect that in Switzerland tax payments
are tax deductible expenses.

T BURAEFLITAE MR AL BT B AL e UL —A 280 AL 2 T BURAEH B
T “BR” e, XERFRMER B —a, B RN IBER T AR
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- 12.2% (7.8% federal + 4.4% state for companies domiciled in the city of Lu-
cerne

PR R ERIR RN 12.2% (BE 7.8%, INMBUF 4.4%)

- 15.1% (7.8% federal + 7.3% canton) for companies domiciled in the city of
Zug

AT T BRI %R 15.1% (B 7.8%, HIMBUF 7.3%)

- 15.9% (7.8% federal + 8.1% canton) for companies domiciled in the city of
Schaffhausen

VYRR AN TERZE RN 15.9% (B35 7.8%, MMEBUT 8.1%)

- 21.2 % (7.8% federal + 13.4% canton) for companies domiciled in the city of
Zurich

HERMH AN RIBIE N 21.2% (B 7.8%, IIINBUM 13.4%)

- 22.2% (7.8% federal + 14.4% canton) for companies domiciled in the city of
Basel

ESERTTRIARR A 22.2% (BEEE 7.8%, INMBUF 1.4%)

In some of the 26 Swiss cantons a net worth or capital tax of up to 0.5 % is levied
on share capital and reserves. On the federal level, there is no net worth or capital
tax.

Hit 26 AN AT SN BUR XS A Bl o AR = ANEIE 0.5 % FEBL BB AR, 1M I HAEL
JAF U AN AT 15 (50 B8 5 A 0 o

Dividends / capital gains > 10% exempt
LRGN KT 10 % I8 5

Dividend income derived from shareholdings of more than 10% of the share capital
or exceeding CHF 1 million in value and capital gains derived from shareholdings of
more than 10% of the share capital are exempt from federal corporate income tax.

XHFRFIBGEIE Be A 10 96 s E R — 1 3 B ik RS AR  BUAS RIZ0 A, AR IR 10 % 1 HX
AN, BORBUR Sk Fr A3 AT«

Special low tax models
R B AR

There are four special low tax models: Nidwalden Canton's License box model, the
Limited risk distribution tax model, the holding company and the finance branch. It
should however be noted that Switzerland is under pressure from the OECD (driven
by the EU) to abolish the limited risk distribution tax model, the holding company tax
model and the finance branch tax model. Nevertheless, we expect that although
these low tax models may fall out within in the next few years, Switzerland will up-
hold its tax attractiveness by further reducing corporate tax rates and/or introducing
an EU compliant license box tax model as well as a so called notional interest deduc-
tion. In addition, further improvements will be made by abolishing stamp tax on eq-
uity or through a more effective participation exemption.



7.3.1

7.3.2

7.3.3

37

SEANEA DA AR F PLR B IV AT L IR A PR XU 7 B B S5 il Pt
Aw R AT EREPES T, @aHLIEES TG LN /7, 845 B0 A R 745
PEBCA I A i A FI B SR, A IR A AR AR B AT REASIOY B IR 1 A Al
PGB 1t AP R BV B VR TSN T PSRRI LRSIl (0 44 SRS et DIE JEOR Dt
HBIS RS Sesh, i PR R IRAE 5 i ENTE R ANALAL 2 IR e B 1 SE B i, it IR R0 55 A1 35 04
ARELI 5 .

Attractive "license box" tax model
AW AR “HFrRNE FZES” C “License box” ) Bl

The Nidwalden Canton - one of the 26 Swiss cantons, located less than an hour’s car
drive south-east of Zurich - attracts group IP companies and other companies with
substantial IP income by limiting their total income tax charge on IP income to 8.8%
(including 7.8% federal income tax). Thereby IP income is defined broadly and no
distinction is made between income derived from self-invented IP and acquired IP.

FRREM—HE 26 PMZ—, MTIHEMARREE, BRI EREAL AP —RI TR
2 FR P B 7 LS A T SR BN B 7] 5 32 0 3R 8 A b (4 T 45 B AR 2
8.8% (Hr Uil 7.8%MIKIHIEH » MH, FIURBUNRE ARR %z, Wl A Ik
F e )5 WAL T 453 £ R TR AN DX 0 AR5

Attractive limited risk distribution tax model for European headquarters
B AT AR RS AR A AT BR 2

European headquarters domiciled in Switzerland and operating as a European distri-
bution hub can substantially reduce the Swiss income tax charge on distribution in-
come if the European headquarter company purchases the goods from the group’s
manufacturing companies and sells them through foreign limited risk distribution
group companies ("LRD"™) established for this purpose, provided that the European
headquarter company takes all key strategic decisions relating to distribution includ-
ing the selection of independent selling intermediaries, the marketing and branding
strategy, the design of sales brochures and offer materials, the business develop-
ment, the financing and cash management etc., and further provided that it bears all
main risks associated with LRD activities such as, e.g., the LRD’s general business
risk, market risk, foreign exchange risk, bad debt risk and warranty risk.

B H L AR R 7 B O B RRIHUE S, G R R A 7o AR [ s 2 W] D SRl & 110 e H 1
WL MG IR 7> 89S Bl A ] C “LRD” ) BEAT4 8, TIAT BAOR R I8/ B < 3 B MO\ I A3 5 3¢
Ho ATFERE RIS A R A TTITA 50 850 R M RS TR R SR, AR IE RO & e E
A RS . BB BN A IF IR AL BRIt LT A BB AR . AL, BRI TUK
H LRD (R U« T dz KU A XU« ST XU AH O XU o

Low VAT of 8%

At a mere 8% standard rate, Swiss VAT is extremely low in comparison to the EU’s
15% minimum VAT standard rate, topped by most EU members with VAT standard
rates of 20% and more. In Switzerland, special VAT rates apply to food, seeds, agri-
cultural products, medication and print media (2.5%) and to hotel services (3.8%).

FELTFWCE 15 % B E R bR E, BN 8% MM {ERLRMATHT, BR % K2 Bk 52 E i B {E A
BRELE 20% E2Fm o i, FRRSEPRBREHTE&M,. M. &7, BG5S PGk
(2.5%) , PARFEERS I (3.8%) «
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It is noteworthy that Switzerland’s VAT reform of 2010 allowed holding companies to
forthwith claim input VAT which adds to the attractiveness of Switzerland for holding
companies.

{EASTE R /2 2010 “E 5 G E BB SRV B A R B R W L BN BB (B, XA B o042 i
KN AR U RG] 7

FACTOR 8: THE NEW SINO-SWISS DOUBLE TAXATION TREATY AND THE
2012 HONG KONG-SWISS DOUBLE TAXATION TREATY

B\ s gk b SUEAERL s M 1 B 2012 i N EAETL

The 2012 treaty between Switzerland and Hong Kong for the avoidance of double
taxation with respect on income taxes

Hiig Ak 2012 ARk G U AERL P E % T T A A A R B E

The DTA between Switzerland and Hong Kong came into force on October 15, 2012
(the "Hong Kong - Swiss DTA™) and also implemented the international OECD stand-
ards on exchange of information. The Hong Kong—Swiss DTA entered into effect for

Switzerland on January 1, 2013 and for Hong Kong on April 1, 2013. No DTA be-
tween Hong Kong and Switzerland existed prior to the current treaty.

Fitg R0 ik 2 TR FIRE S R AE BB E ( “Hidts DTA” ) F 2012 4£ 10 H 15 HAR, 518 BT
MEETEHRL &S KEHAKWHE. ik DTA £ +LTF 2013 £ 1 A 1 H. £FET
2013 % 4 A 1 HITiEsEit. Eihz ml, FEEAH 2 FATEE DTA.

Dividends
Ji& S

Under the Hong Kong - Swiss DTA dividends are taxed at a maximum rate of 10%,
but dividends to affiliate companies (other than to partnerships or individuals) in the
other Contracting Party holding at least 10% of the dividend payers are exempt. The
same rule applies for payments to pension funds or pension schemes, to the Hong
Kong Monetary Authority and to the Swiss National Bank, respectively. However, ac-
cording to domestic tax law, dividends paid by a Hong Kong entity are exempt from
any withholding tax. Therefore, the Hong Kong - Swiss DTA provision benefits mainly
Hong Kong investors investing in Switzerland.

WaFmdE DTA, BESBEEPFEN 10%, HASRED —TaAEFEIREANZELD 10% K
BURA R R AT (KL BAN NERSRD BIBE il [FIREAHEI 73 738 F 5 9% 22 2k 4 iR
REitRl, A iE BB A L B S ERAT IS SR, IRE A IEASHBLIL, B ISR SR
S RAEAET TNEL . Rk, JiidE DTA MRUE EEA R T F B v 3 55 T L

Interest
HE

Interest shall only be taxed in the country of residence of the beneficial owner. Since
Hong Kong does not impose any withholding tax on interest payments the beneficiar-
ies of this provision are creditors resident in Hong Kong investing in Swiss bonds.

SUAE 52 28 N A DA RAERL . 1 T A SO AR T BN BE, X E I 32 28 N A R AR
A HE TR 9 ai L R BTN -
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Royalties
R VR H] 2

Under the Hong Kong - Swiss DTA the tax authorities of both countries may levy
withholding tax on royalties at a maximum rate of 3%. As according to Hong Kong
domestic tax law royalty payments to non-residents are taxable at an effective rate
of 4.95% or 16.5% for companies and 4.5% or 15% for individuals (depending on
the beneficiary and the original owner of the intangibles), the Hong Kong - Swiss
DTA significantly reduces withholding taxation of royalties paid from Hong Kong to
Switzerland. As mentioned above, Switzerland levies no withholding tax on royalty
payments.

MRIEHE DTA, XA FE S B ML RV SR AL TN B e i AL R 3% . Fr A%
FE X AR RSO RRF VAL R A SE bl R, ARIN 4.95% 80 16.5%, AN 4.5% 8 15% —
—RAE T B 1) 32 as NS A NI € . BRIk, Hids DTA S b T AR ST 25+
MRFVFE P B A TRANBL o AN ATFTad, B ANAEUSCRS VR 3R TN B

The new Sino-Swiss double taxation treaty on income taxes
W B o 3 G XA A P A8 0% T T A A A SR E
On September 25, 2013 the Sino-Swiss double taxation treaty on income taxes (the

"New Sino-Swiss DTA") has been signed. It will replace the existing 1991 treaty and
is (once ratified) expected to come into effect on January 1, 2015.

Hidf 2013 £ 9 H 25 HAFH 1T H@ RXCEABNE  “Frid DTA” O o eREBURELE
1991 “FpE, —HIJAGMME, FiikT 2015 4 1 H 1 HEA L.

Exchange of information

15 B A #H

As one of the key points the New Sino-Swiss DTA implements the international OECD
standard on exchange of fiscal information. This important step will improve transna-
tional transparency with regard to fiscal matters and will allow both countries to re-

quest information (e.g. from banks, governmental bodies, or corporations) needed
for the assessment of a taxpayer in the requesting state.

Wi DTA R R —, RMABUE BAMPUT st 6 F 5 K AL (OECD) Frif. 1X—
BB D R B e [ W O 55 (R WAL, A P A AT SRS 7 D9 DA A [ 855 A A NS A P 5 114
FR, WREMRAT. BURHLEA & 15 S

Dividends
Ji& 2.

Under the New Sino-Swiss DTA the maximum withholding tax on dividends will be
5% if the beneficiary of the dividends is a company - other than (due to fiscal trans-
parency) a partnership or individual - resident in the other treaty state and directly
holding at least 25% of the capital of the dividend-paying company. This measure
aims to further reduce the economic double taxation for transnational affiliate com-
panies. In all other cases dividends shall be taxed at a maximum rate of 10% as is
the case under the current DTA from 1991.
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RYEF e DTA, WRBEZm ANRAR (M TMBUEWIHRE, Skl NERSD B ET
L2V I HEERAIRE A A 2 25%MHA, A BE MR TnBik 2 5% . XTIk
Jit 155 AETE— 2D I T 15 [ O3 W) R B AR R . AP A HLAR S DL, W IR R BLR Y 10%,
KHIUTH 1991 FXEALBLE —Ff.

If the beneficial owner of the dividends is the other contracting state itself, a political
subdivision, the central bank or a local authority including institutions and funds
agreed on by the two contracting states, a full relief from withholding tax shall be
provided. In the case of China, such institutions include the China Investment Corpo-
ration (CIC) and the National Council for Social Security Fund.

IR BRI RN T — T A LA Gy o HATEUX AP ARAT SO 7 24 J5 DAL 4 24 B WU R TRE
RN AN G, SR [E—J7 BOHZ IR e il At Em S, XRP R o ERSE AR A
EEM SRR AL,

Royalties
RV 9%

In China, royalties paid by a Chinese company to a Swiss individual or company will
be withholding taxed at a rate of 9% - versus 20% for individuals and 10% for com-
panies domiciled in countries without treaty. Hence, the new Sino-Swiss DTA will re-
duce the royalty withholding tax rate from 10% to 9%. As Switzerland levies no
withholding tax on royalties the treaty benefits primarily Chinese companies.

ERE, A E A A AN N B SO R R SR T BB RO 9%, T e E K,
TFE NN 20%, AF 10%. Fit, #Hind DTA KRR R RN 10% %3] T
9% . BTt X R B AN E AL, % e 32 B E b A2 A .

Interest payments
FE

The New Sino-Swiss DTA will not provide for lower withholding tax on interest pay-
ments as the existing treaty, the maximum withholding tax on interest payments
remaining at 10%. Nevertheless, Switzerland does not impose withholding tax on
regular loans (other than on interest paid by a bank or interest on bonds, taxed at -
without double tax treaty - 35%). Similar as with regard to dividend payments, no
withholding tax will be imposable on interest paid to the contracting state, one of its
subdivisions or a state owned agency.

Wi DTA BOA FEARBUT BRSSO 0B, s SR 4ERFfE 10% . A, B0 —BOEEAs
ﬁ&ﬂ%ﬁmﬁ,Aﬁﬁﬁﬂgiﬁﬁﬂgﬁsa%MH@ﬁWﬁmﬁ(Tfﬁﬁﬁ%ﬂﬁﬁﬁw
SEMTEIL T o« SBUESIAREL, RS2 NInRE 7 — T4 A E  HATBIX s E AL,
FEAMES TN T AR o

International transport services

[ Fs iz A 55

The New Sino-Swiss DTA will exempt Swiss international operators of ships or air-
craft from Chinese Business Tax and Value Added Tax and for them the input tax at-
tributable to such supplies will be creditable to the same extent as for Chinese com-
panies. The same applies vice-versa for Chinese shipping companies and airlines. We
expect that this important tax relief will increase Sino-Swiss travel and business ac-
tivities.
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Wi DTA G bR Fi 1 WS AR LIS S 0 [ Bria 8 i 8 Hh B A0S (8L, JF Hefide
PERR AR 5 AT AR 25 v A R RIS AL R B S o SR IRAR, IS R R A v L F S
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Summary
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In sum, as the Swiss — Hong Kong DTA did for Hong Kong / Swiss investments, the
New Sino-Swiss DTA will improve tax efficiency of Sino /Swiss investments. For
Swiss investors it will in particular no longer be necessary to structure their mainland
investments via Hong Kong (often difficult for conduit rules) to avail themselves of
5% withholding tax on dividends.
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CHINESE FDI IN SWITZERLAND - M&A OPTIONS AND EXPECTATION GAPS
R L EER S — ST R EHEEE

M&A options: Acquisition of controlling stake in private or listed companies | joint
ventures | establishment of branch or subsidiary
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As a rule, Chinese investors have, except in the fields featured in Section 5, above,
all the possible M&A options open to them for their foreign direct investments in
Switzerland. They may either acquire a controlling stake in a private or listed com-
pany by a share deal, an asset deal or — rather theoretically - an immigration merger
(Chinese company merging in a surviving Swiss company). The easiest way is ac-
quiring shares in or assets and liabilities of a privately held Swiss company.
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Bank shareholders acquiring or selling a 10% or more stake in the bank or increasing
or decreasing their shareholding beyond or below 20%, 33% or 50% must notify the
supervisory authority (FINMA) before closing the transaction which could thereupon
prohibit such shareholdings or subject them to conditions.
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Similar provisions apply with respect to (re)insurance companies: shareholders in
(re)insurers reaching, increasing or decreasing their shareholding beyond or below
5% 10%, 20%, 332 %, 50% or 66%3% of the capital or voting rights of the target
must notify the supervisory authority (FINMA) which could thereupon prohibit such
shareholdings or subject them to conditions.
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Acquiring control of a listed company means making a public tender offer in accord-
ance with the Federal Act on Stock Exchange and Securities Trading (SESTA) and its
implementing regulations. If 100% control is sought, the SESTA allows a squeeze-
out of the remaining minority shareholders only if the majority shareholder holds
98% of the target’s outstanding voting rights.
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To avoid a public tender offer, an immigration merger between a Chinese company
and the Swiss target, as the surviving company, could theoretically be considered.
From a Swiss law perspective, such a merger would be permissible if Chinese law
permitted it and all relevant Chinese law prerequisites were met. The squeeze out of
minority shareholders by way of a merger requires the approval of 90% of all share-
holders.
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If control is not, or at least not in a first stage, sought, the Chinese investor may ini-
tially invest in a Swiss joint venture only by entering into a joint venture agreement
and acquiring shares in a Swiss joint venture company. Joint venture agreements
usually contain share transfer restrictions, provisions about board representation and
financing commitments of the joint venture partners. They may also provide for vot-
ing arrangements in the shareholders’ meetings.
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Last, but not least, the Chinese investors may establish a branch or subsidiary in
Switzerland.
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Establishing a branch means registering the branch in the commercial register based
on a resolution of the Chinese company’s competent corporate body resolving to es-
tablish the branch and determining the representative(s) domiciled in Switzerland.
This must be accompanied by a copy of the Chinese company’s articles of incorpora-
tion (or equivalent corporate document under Chinese law) and an excerpt from the
commercial register (or equivalent proof of lawful existence under Chinese law). Fur-
ther, the application for registration will have to provide legalized and, as the case
may be, super legalized signatures of all signatories of the branch. The branch name
must consist of the Chinese company’s full name, supplemented by "Zweigniederlas-
sung XY" whereby "Zweigniederlassung" means branch in German and XY stands for
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the name of the city where the branch is located. All Chinese documents need to be
accompanied by certified translations into German.
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Establishing a company requires a notarized deed of establishment including the
company’s articles of incorporation and determining all signatories. The nominal
share capital must be paid into a bank account held in the name of the company to
be established. This account is then blocked until the registration of the company in
the commercial register is completed. If the nominal share capital is paid up in kind
rather than in cash, the relevant contribution in kind needs to be described in suffi-
cient detail in the contribution in kind agreement. The founder(s) must report in writ-
ing the nature and state of the contribution in kind as well as the reasonableness of
its valuation. Finally, a licensed auditor must review the founder’s report and confirm
its completeness and correctness. With respect to the company name there are no
restrictions except that it must not be identical with a company name already regis-
tered in Switzerland and neither be misleading nor merely descriptive.
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The minimum nominal share capital is CHF 20,000 for a limited liability company and
CHF 100,000 for a corporation. In either case, auditors are not legally required as
long as the company has less than 10 full time employees and all shareholders opt
out of the need for auditors. If, however, a shareholder later requests introducing
auditors again or if the company has more than 10 full time employees, auditors
must be elected. Their audit will be limited as long as the company does not exceed
two of the following thresholds in two consecutive years: Balance sheet total of MCHF
20; annual sales of MCHF 40; and 250 full time employees on a yearly average. The
shareholders may, however, at any time opt for a full audit.
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Expectation gaps
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As European investors negotiating their first direct investments in China experienced
some expectation gaps, Chinese investors negotiating their first direct investments in
Europe will experience some expectation gaps as well. On both sides they are often
based on cultural differences and sometimes also on prejudice.
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Let us briefly address some of the Chinese investors’ expectation gaps we have ex-
perienced in our practice:
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a) Transparency for access to financing underestimated
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Above all state owned Chinese enterprises tend to underestimate the need for
transparency on their financial standing, group structures, internal organiza-
tional rules and approval procedures whenever a transaction exposes their Eu-
ropean counterparts to Chinese debt risks.
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As there is still not much practical experience with the enforcement of foreign
claims in China — in particular against state owned enterprises — the confidence
of European sellers in the reliability of Chinese buyers is key for a successful
deal, and transparency is a key trust building factor. Lack of transparency usu-
ally generates abundant requests for all kind of collaterals and guarantees
which, in turn, may offend the Chinese side.
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b) European awareness of Chinese brands and reputation of Chinese products in
Europe overestimated
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Chinese investors starting to market their products in Europe tend to overesti-
mate European awareness of Chinese brands as well as the quality reputation
of Chinese products in Europe. As many Chinese producers started as OEM
manufacturers of western brands, western awareness of the fact that well
known high quality brands are made in China is lower than expected by their
Chinese manufacturers.
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Interdependence between high labor productivity and high salaries underesti-
mated / Effect of salary increases overestimated
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Chinese investors are often surprised by the high European labor costs and
tend to overlook the interdependence between high labor cost and high labor
productivity. In Europe, labor accounts for about 20% and capital for about
80% of the production cost while in China labor still accounts for about 80%
and capital for about 20% of the production cost. Accordingly, a salary raise of
2% p.a. has a much lesser impact on production costs in Europe than it would
have in China.
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Exit multiples achievable in Europe overestimated
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Finally, exit multiples achievable in Europe are by far lower than those achieva-
ble in China. When in the most booming years the Shenzen’s ChiNext stock
market average p/e ratio was about 45 (fast growing companies reaching even
70) and still around 25 mid 2013, the long-term average p/e in the Swiss Mar-
ket Index (SMI) was 15. Nevertheless, this gap does not make investment in
European companies less attractive, as it allows Chinese investors to earn from
p/e arbitrage rather than from exiting the business acquired in Europe. Hence,
as long as the p/e gap remains substantial, Chinese investors buying Swiss
businesses earn by multiples on their own valuation rather than by exiting the
acquired business.
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