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Unlocking the potential of the Belt & Road

China’s Belt & Road Initiative is spurring a growing number
of local and multinational corporations to fundamentally re-
think their supply chains. They see exciting opportunities
created by new markets, new supplier relationships and by
new tax and regulatory environments.

To make the most of these opportunities, companies need
an understanding of all the markets along the Belt & Road.
They may require access to new sources of financing. Tax
and legal advice can help them steer their way through
unfamiliar environment. They will also need systems to
manage risk and advice on implementing their new supply
chain strategy. PwC can help address these needs to ensure
your Belt & Road strategy achieve its full potential. We look
forward to working with you.

Raymund Chao
PwC Asia Pacific & Greater China Chairman

+86 (10) 6533 8888
raymund.chao@cn.pwc.com



Well placed to help your transformation

In an increasinglycompetitive environment, manycorporations will be prompted to
reconfigure their supplychains to leverage business opportunities or to better manage
regulatoryrequirements. As we outline in this brochure, for your SupplyChain

Transformation (SCT) to achieve its full potential all processes and operations need to be
optimallyaligned.

At PwC we have the tools, skills and experience to help transform everyaspectofyour
supplychain. With offices in around 100 locations in Belt& Road countries, we are also
ideallyplaced to help you make the mostofthis tremendous opportunity. Contact us for
impartial and well-informed insights.

Gabriel Wong

Head of China Corporate Finance
Inbound & Outbound Leader

Belt and Road Leader

+86 (21) 2323 2609
gabriel.wong@cn.pwc.com

Since its launch, the Belt and Road Initiative has been committed to establishing a new-
style platform to promote regional and global economic cooperation. In withess ofthe
enormous opportunities broughtaboutfrom the Initiative and the trends of globalisation in
today's macroeconomic climate, a growing number of Chinese enterprises are looking to
transform and upgrade theirindustrial chain models. By expanding and diversifying their
production footprints, these enterprises can greatlyimprove their competitivenessin the
global economy.

Supply-side structural reform has been a focus of PwC Belt & Road United. Accordingly,

we have launched “Supply Chain Transformation Integrated Services” to address potential
clients’ needs under the new international trade environment. Against the backdrop of
global trade frictions and China’s advancing supply-side structural reform, we hope to help
Chinese enterprises upgrade and transform supply chain and build com petitive edge to
counter potential challenges in the market.

PwC has a well established network among Beltand Road countries, where Chinese
enterprises are likelyto look to in relation to outbound investments or establishmentof new
business process and operations. We will utilise our global network to assistyou in your

' x ! supplychain transformation needs.

Jenny Chong
Asia-Pac International TaxServices Leader
Supply Chain Transformation Solutions Leader

+86 (21) 23233219
j.chong@cn.pwc.com



Making sustainable change

Transforming your business to achieve tax, financial, legal and operational alignment

Domestic and multinational corporations’ supplychains and
otherbusiness operations are increasinglyspread across
regions. Theyare impacted byrapidlychanging government
and environmentalregulations, trade policies and shifting
customerdemands. China’s Belt& Road initiative has played
a major partin transforming connectivityalong trade routes,
reshaping supplychains and creatingopportunities for
companiesin participating Beltand Road countries.

Businesseslookto reconfigure operating modelsin their
search forvalue and growth. Failure to align operating
models, tax, legal and financing structures with business
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What is Supply Chain Transformation?

Optimising your business processes and systems to achieve financial, tax, legal and operational
alignment will allow you to deliver profitability, increase efficiency and create a solid foundation for
sustainable growth. This journey is what we call Supply Chain Transformation (SCT).

PwC's SCT services offer an integrated portfolio of tax & legal,
consulting, risk assurance and corporate finance services.
These can be deployed to supportour clients to align and
optimise their business, financing, tax and legal operating
models to deliver sustainable financial benefits, both above
and below the line, during SCT.

Optimising your business processes and systems to deliver
competitive customer service can be amajor challenge -
parameters such as technology, labour mobilityand legislation

goals can mean aloss of operational efficiencies and
unnecessarycosts. This then acts as a brake on competing
and winning.

Aligning all these elements during a change in business
operations or diversification of supplychain locations will
allow you to optimise profitability, increase efficiencyand
create a solid foundation for sustainable growth. Supply Chain
Transformation can enable businesses to overcome
challenges and compete successfullyin complexbusiness
environments.

vary across jurisdictions, and can be in constantflux.

SCT projects are driven by aligning strategic, operational and
financial needs. We seek to help our clients improve their

business models while relocating or redesigningactivities. We £
do this through a coordinated approach of professional advice |
and implementationknow-how. £



We journey with you to create sustainable change

Legal and tax restructuring

Assisting you to obtain adequate understanding oflocal
regulatoryenvironment

Evaluating your obligations regarding local
environmentallaws

Designing holding structures and operational models,
and reviewing contracts to optimize tax positions— both
onshore and offshore

Assessing your eligibilityfor local tax or other regulatory
incentives and helping you in negotiations with local
government

Providing tax compliance, ad hoctax consultingand tax
training services to optimise your ongoing taxpositions

Human resources; corporate governance;
AML compliance; internal control &
reporting; data relocation

Helping you to access the local workforce — for frontline /
supervisory/specialistfunctions

Clarifying your obligations regarding local labour laws
and AML compliance requirements

Assessing costofrelocating existing staffto new
location

Assisting you to ensure sufficientcorporate governance
and internal controls are in place for new location, with
adequate reporting procedures to headquarters

Supporting you with data relocation
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Identifying the right location

Understanding your currentsupplychain needs and
priorities

Assessing suitablelocations for fit and cost-benefit

Overall policyand governmental environment,
including availability of preferential regulatory/tax
policies and incentives

Accessibilityand reliabilityof key supplychain
players
Logistical connectivityand efficiency

Accessibilityand reliability of supportive
infrastructure, includingtransportation, warehousing,
labour supply

Reconfiguring your supply chain

Helping you develop and implementa strategic plan for
reconfiguring your supplychainin a new location

- Sourcing key local partner or supplier relationships
Redesign oflocal productionmodel

Logistics localisation and integration

Regional operatingmodel design and integration

Intellectual Propertyrights and manufacturing know-
how protections

Assisting you to source new partners and suppliers, as
well as implementing new supplychain operating model

Financing and fundraising

Assisting to structure and arrange replacementworking
capital/ftrade financing to supportyour new supplychain

Arranging bridge financing to supportyour supplychain
relocation

Helping you to raise long term corporate financing with
local and offshore lenders

Assisting to structure and arrange capitalequipment
financing for manufacturing facilities

Assisting you in fund raising via new local investors and
partners



Finding strategic value in supply chain locations

Ukraine Kazakhstan and Uzbekistan
* Low costproduction * Low costproduction
* Good location connecting European and * Richin raw material resources (mining, cotton,
%Ian markets ......................... agrl_products)
+ High-skilled andaffordable workforce » Access to Russia and Euroasia market
» Access to harbour and rail + Certainindustries and economic zones enjoy
+ Industrial parks enjoylocal policy support governmentsupport
Thailand
* Centrallylocated in an economic hub with huge
marketaccess

...................

* Richin natural resources
* Many Chinese enterprises alreadyin Thailand,
creating a supportive environmentfor other
Chinese parties
D : » Friendlyrelations between Thailand and China
‘ ‘ + Chinese governmentsupportive of Chinese
‘ enterprises operating in Thailand

Poland and Czech Republic

* Lowcostproduction

* Proximity to key markets

» Production recognised by EU standards
+ Certainindustries enjoystate aid

« High-skilled andaffordable workforce with @
good English : Vietnam
+ Convenientinfrastructure P : « The fastestgrowingeconomyamong Asean
P : countries
* Young workforce with low labour costs
* The governmentis supportive offoreign
investment
* Highacceptance of new technologies and ideas
e ¢+ RMB VND convertibility
Myanmar o ¢+ Geographical and cultural proximityto China
+ Superior geographical environment .+ Competitive electricitytariffs

» Lowerlabourcosts and plentiful labourresources .................. ¢
+ High economic growth rate :
» Supportive foreign investmentpolicies

+ Substantial industry opportunities

Malaysia

+ Clearrule of law (Commonwealth Law)

+ Easeofdoing business

+ Costcompetitive

+ Established infrastructure

: + Englishand Mandarin capabilities
..................... i« Connectivity of ports

+ Geographical advantage of being atthe centre

of Asean

Cambodia

« Low currency exchange risk

* Norestriction on foreign investment

» Significantdevelopmentinreal estate
* Lowlabourcost



Our integrated SCT service offerings

Corporate Finance

Introduction to local JV partners or
investors;assistyouin arranging
financing for your new
supplychain.

Legal

Risk Assurance

Assistin assessingcompliance, setup
riskmanagementsystems as well as
internal control requirements. Use data
analysis tool for our clients to deal with
the problems in supplychain
transformation.

Advise on corporate formation and structuring
for tax and duty efficiency. Understand and
advise on local compliance matters, and
implementthe planned structure with propery
drafted agreements.

Consulting

Assistin formulating and implementing
new supplychain strategy.

We provide you with business solutions thatare holistic,
driven by business change, and forward-looking. We work to
understand whatdrives value in your organisationto tailor an
optimised global orregional structure thatdelivers value and
respondsto future commercial and operational challenges.

We supportyour operational model bycreating a streamlined
costand tax efficientstructure thatincreases shareholder
value and cash flows, as well as alegal framework that
ensures compliance with domestic and international
requirements. We assistyou in your supplychain expansion
and transformation bysourcingand structuring financing
solutions and investment partnerships thatis tailored to
growth and development. We help you adopta risk
managementapproach to reconfiguringyour business
processes and internal controls.

SCT delivers competitive advantage. As a result, you will see
a number of businessimprovements including:

+ arationalised supplychaininline with recent
policy changes;

* sustainable structural taximprovements;

+ identification of potential synergies within the
operating structure;

» greaterflexibility to accommodate future business changes
and growth;

* bettermanagementofpricing and clearer transparency;

+ improved accessto local financingand business partners
to supportyour development.
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Tax Services

Cross-border Supply Chain Transformation by Chinese companies R
generally involves finding newlocations, financing and cash remittances |
outside China. Choosing and establishing appropriate foreign legal forms,
hiringlocal employees and/or dispatchingsecondees from China maybe
followed by the negotiation and signing of commercial agreements. Then
there are daily operations and management, tax compliance,and a possible
future exit, attractingnewinvestors orliquidation. Each of the above
stepscouldraise comprehensiveinternational tax implications,

as well as risks and planning opportunities.

The besttimingfortax assessmentand planning workis before you
implementany holdingstructure and o perational model, or negotiate and

sign any contracts.

An optimal tax solutioninvolves teamwork frominternational tax experts
in various jurisdictions within a short period to meet the investment
timeline. PwC’sinternational tax experts have formed an integrated
team within A sia Pacific who understand Chinese business practices
well. We canprovide one-stop tax advisory, implementation
support and complianceservices to your cross-border Supply Chain
Transformation efficiently and effectively. These mayinclude designand
implementation of o ptimised holding structures and o perational models,
subsidyand tax incentive negotiation support, contract review and tax

filing.

VAS ¥

Jenny Chong
Asia-Pac International Tax Services Leader

r Supply Chain Transformation Solutions Leader

+86 (21) 23233219
j.chong@cn.pwc.com




SiuFung Chan
China Industrial Products & Senices Consulting Leader

+86 (21) 2323 2277
siufung.chan@cn.pwc.com

When decidingto expand its supply chain footprint outside of China, a company
needstoboth assess which part ofthe existingsupply chain canbe
leveraged and whichpart to partneror build from scratch. Such Supply
Chain Transformationrequires meticulous re-design ofselected partner and
supplier relationships, as well asa new supply chain operatingmodel
with key organisation and process changes.

PwC Consulting is a pioneerin strategic supply chain managementanda
practitionerofsupply chain optimisationsolutions. With our proprietary
data/application platform SCOOP and our global networkleverage, weare
uniquely positioned to support the re-shaping ofyour new supply chain
strategy, and provide dataanalytics expertise and practical know-howto
accelerate theimplementation of your newsupply chain.



William Marshall
Partner, Legal Senices

+852 2833 4977
william.marshall@tiangandpartners.com

XT__A Legal Services

Successfully implementing a supply chain transformationrequires a well-structured plan inorderto
maximise theintended benefitsand avoid unintended consequences. Such projectsrequirelegal expertise
across the following issues:

Foreigndirectinvestment: Understanding thelocal requirements onforeign ownership of
manufacturing entities, the ability to engage in cross-border transactions in foreign currencies, contracting
considerations, and dispute resolution.

Corporateformation: Thetype of entity, its scope of operations, location, officers, directors, and related
operational approvals.

Local Law Compliance: From hiringemployees, to environmental regulations, local taxand commercial
administrative filing requirements, as well as businesslicensure.

Customs and Indirect Tax: Obtainingthe required permits and licenses, ensuring the importation of raw
materials canbe efficient and predictable, whetherlicensesor special import approvals are required, special
processingtrade structures, restrictions on exports and obtaining necessary documentation.

Productregulatory andlabelling considerations: Ensuring CCCstatus canbe obtained atthe new
manufacturing location and planning the reviewand approval process, ensuring other agency approvalsare
obtained forimported goodsinto China, such asChina FDA.

Manufacturing and sourcing agreements: Draftingand executing commercial agreements to
implementthe new supply chainmustalso include provisionsthat protectthe company from possible
liabilities from third parties. Related partytransactionsshouldbe structured in the most efficient manner
possibletoretainthe maximum on effort.

Intellectual property protection: Ensuring any patents, trademarks, and copyrightsare properly
registered. Ensurethird partyagreementsprovide for the protection of theserights and penaltiesfor
violation. Inrelated party transactions, ensuring license agreements are properly drafted to minimise tax
and customs implications of suchlicenses.

Preferential trade agreements: Ensurethatall possible duty and tax preferencesare obtained in order
to maximise theintended benefits of the migration. Duty-free imports of rawmaterials, duty-free imports of
finished goodsback into China orto other commercial markets, the requirements to obtain certificates of
origin,and any local value added requirementsto secure these benefits.

Our tradelaw capabilities, working seamlessly with our consulting, tax, and corporate finance teams are well

positioned to assistourclients with these mattersand ensure the maximum benefitsare secured.
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Corporate Finance

Managing capital is just as important as managingthe flowofgoods,
supplies and servicesalong your supply chain. Ensuringsufficient financial
flexibility is critical to ensuring you are sufficiently funded at the right time to
supportyourtransformation, and to make surethereis cost efficiencyin your
capital structure. Itisimportant to alignyour working capital as you
work so as to optimise your strategic and operational processes.

While policy and commercial lending are obvious financing sources, youmay also
considerleveraginglocal partnersorinvestorsto help you navigate a newmarket
orlocation. A suitable strategic partnerwill offer you operational

sy nergies, increasing competitive advantage in the market place for
both parties. Financial investors may provide substantial funding
critical to supporting significant growth or development.

PwC’s corporate finance teamis a network of over 2,500 experienced
professionalsacross the globalnetwork. Over 600arelocated in Asiaand CEE,
with another 200 in the Middle Eastand Africa.In thelastten years, we have
provided financial advice onover 4,000 deals globally, valued at more than $ 400
billion, of which over 40% were cross border in nature. We arewell
positioned to assistyouwithfinancing and the fund raising aspects of
your Supply Chain Transformation.

Christopher Tan
Partner, Corporate Finance

\E‘<

R

+86 (10) 6533 2552
christophertan@cn.pwc.com
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Risk Assurance

In the process of Supply Chain Transformation, Chinese
enterprisesare following a more diversified and
internationalised development path. But, atthe same
time, theyalso face various risks, complex
compliance requirements and imperfectinternal
control problems.

Chinese enterprises need to take precautions, including
risk identification and prevention, meeting local
policies and regulations, and establishing
internal controls. PwC’s Risk Assurance practice can
help businessesto carry outcompliance diagnosis,
risk management and internal control
construction. We can provide dataanalysis tools to
helpidentify and solve problems.

SEGILER
Partner, Risk Assurance
B&R United Champion- North China

+86 (10) 65332989
sadina.wu@cn.pwc.com
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If your business has, or anticipates having, anyof the following
characteristics,then SCT will be of particular benefit:

Recentinbound or outbound acquisitions or mergers;

New lines of business or geographic expansion of production or operating
base;

Significantcross borderinvestmentsin greenfield or existing production
facilities, or other investmentsin productresearchand developmentor
intellectual property;

Multiple cross-border inter-companytransactions: inconsistenteffective
tax rate and positions;

A decentralised operating model with business pressures to do more on a
regional or global basis, suchas procurement, supplychain, customer
pricing and contracts.

The next step?

PwC operates in more than 150 countries, with more than 90 offices within
Belt & Road countries and regions. As aworld-leading professional senices
provider,we are ideallyplaced to work directly with you on your Supply Chain

Transformation journey, to understandyour requirements and to tailor
practical solutions to suityour strategic and operational goals.
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Contact us

Supply Chain Transformation Solutions - Leadership Team

Gabriel Wong

Partner

Head of China Corporate Finance
Inbound & Outbound Leader

Belt and Road Leader

+86 (21) 2323 2609
gabriel.wong@cn.pwc.com

Linda Cai
Partner
Corporate Finance

+86 (21) 2323 3952
linda.cai@cn.pwc.com

Jenny Chong
Partner

Asia-Pac International
Tax Services Leader

Supply Chain Transformation
Solutions Leader

+86 (21) 2323 3219
j.chong@cn.pwc.com

William Marshall

Partner
Legal Services

+852 2833 4977
william.marshall@tiangand
partners.com

Edwin Wong

Partner

China International Tax Services Leader
China Outbound Investment Services
Leader

China North Tax Leader

+86 (10) 6533 2100
edwin.wong@cn.pwc.com

SiuFung Chan

Partner

China Industrial Products & Sewices
Consulting Leader

+86 (21) 2323 2277
siufung.chan@cn.pwc.com

Markets Leadership Team

Xing Zhou
Partner
China North Markets Leader

+86 (10) 6533 7986
xing.zhou@cn.pwc.com

Frank Lyn

Partner

Mainland China and Hong Kong
Markets Leader

+80 (10) 6533 2388
frank.lyn@cn.pwc.com

Elton Huang

Partner

China Central Markets Leader
Shanghai Lead Partner

+86 (21) 2323 3029
elton.huang@cn.pwc.com

ThomasLeung

Mainland China and Hong Kong
Deputy Markets Leader

+86 (10) 6533 2838
thomas.w.leung@cn.pwc.com

Charles Chow
Partner

South China and Hong Kong Assurance
Leader

+86 (755) 8261 8988
charles.s.chow@cn.pwc.com

Sadina Wu
Partner

Risk Assurance

B&R United Champion -
North China

+86 (10) 6533 2989
sadina.wu@cn.pwc.com

Stella Fu

Partner

Tax Services

B&R United Champion -
Central China

+86 (21) 2323 2907
stella.fu@cn.pwc.com

Cathy Jiang

Partner

South China Domestic Market
Initiative Leader

Shenzhen Tax Lead Partner

B&R United Champion - South China

+852 2289 5659
cathy .kai.jiang@hk.pwc.com

Global China Business Network

William Yuan

Director

Tax Services

Global China Business Network -
Malay sia

, +6011 23221681
Ww.y uan@my. pwc.com

Grace Wong
Associate Director
Corporate Finance

Suppy Chain Transformation
Solutions Champion

-

+852 2289 3433
grace.th.wong@hk.pwc.com

Pingping Zhang

Senior Manager

Corporate Finance

Global China Business Network -
Thailand

+86 133 168 31466
pingping.z.zhang@th.pwc.com

Gan Mei

Senior Manager

Corporate Finance

Global China Business Network -
Middle East

+86 (21) 2323 2525
mei.gan@cn.pwc.com
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Lisa Ni
Senior Associate

Corporate Finance
Global China Business Network -
Vietnam

+86 (10) 6533 7442
lisa.ni@cn.pwc.com

Hellen Qin

Senior Manager

Corporate Finance

Global China Business Network -
CEE

+48 519 507 180
ran.qin@pl.pwc.com



As a world leading professional service provider, PwC aligns with the national strategy by actively supporting the “Belt & Rad” Initiativ e. Our global network cov ers
158 countries and regions, and 97 of fices are within B&R countries and regions.

Central & Eastern Europe Central & Western Asia
Albania Austria Belarus Bosnia Bulgaria Armenia Azerbaijan  Georgia Kazakhstan
Croatia Czech Republic  Estonia Greece Hungary Kyrgyzstan  Tajikistan Turkmenistan  Uzbekistan
Latvia Lithuania Macedonia Moldova Montenegro :
Poland Romania Russia Serbia Slovakia E .

: North East Asia

Slovenia Ukraine

China (incl. Hong Kong, Taiwan

: ;- and Macau)
| L Mongolia
; Republic of Korea
o -
Central and Latin America . i ’ South East Asia &
e, Middlle East & Affica - H Oceania
Antigua and Barbuda  Bolivia  Cost RS : Aige”a """""" A ngo|aBahramBurundl .B ....... S S
Dominica Grenada ~ Guyana Panama ® ' Cameroon Cape Verde Chad Congo " Sambodiatindonssa
Suriname  Trinidad and Tobago Djibouti Egypt Ethiopia~ ~ Gabon Laos Malaysia ~ Myanmar
Uruguay  Venezuela Gambia Ghana Guinea Iran New Zealand  Niue
Iraq Israel Ivory Coast Jordan Papua New Guinea  Philippines
Kenya Kuwait Lebanon  Libya Singapore - Thailand
Madagascar Mauritania  Morocco i TN 2. ORRR,
Mozambique Namibia Nigeria Oman :
szzzl;s;::jan g:ltjacliri Arabia E‘F:::en;:: zzss:elles SOUth ASia
Sierra Leone Somalia South Africa S ———
Syria T Togo Tt Afghanistan Bangladesh Bhutan
Turkey UAE Uganda  Yemen India Maldives Nepal
Zambia Zimbabwe Pakistan Sri Lanka
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About PwC — Globally

At PwC, our purposeis to build trustin societyand solve important problems. We’re a network offirms in 158 countries with
more than 236,000 people who are committed to delivering qualityin assurance, advisoryand tax services. Find outmore and
tellus whatmatters to you by visiting us at www.pwc.com.

PwC refers to the PwC network and/or one or more of its member firms, each ofwhich is a separate legal entity. Please see
www.pwc.com/structure for further details.

pwcecn.com

This content is for general information purpases only, and should not be usedas a substitute for consultation with professional advisors.

© 2019 PricewaterhouseCoopers Limited. All rights reserved. PwC refers to the Hong Kong memberfim, and may sometimes refer to the PwWC network. Each memberfim

is a separate legal entity. Please see www.pwc.com/structure for further details.




