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Different Ways of IP Commercialization

common forms of
IP commercialisation
internal product . knowledge

Source: European IPR Helpdesk



Common Deal Structure
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Common Deal Structure

Where is Cayman Islands?
Cayman Islands

Company

 United States
British Virgin Islands i oo e
Company g e
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Common Deal Structure

Company

[ Cayman Islands J Why Cayman Islands?

e Cayman Islands' companies law is based
on English common law and thus similar
to the companies law in Hong Kong

British Virgin Islands

Company
‘ e Cayman lIslands is one of the recognized
jurisdictions for public listing in the Hong
Hong Kong Kong bourse.
Company

(Joint policy statement regarding the listing of overseas
‘ companies dated 27 September 2013)

WOFE



Common Deal Structure

[

Cayman Islands
Company

J

British Virgin Islands
Company

Hong Kong
Company

WOFE

Why Cayman Islands?

HKEx can refuse a listing if it is not
satisfied that the overseas issuer is
Incorporated or otherwise established in a
jurisdiction where the standards of
shareholder protection are at least
equivalent to those provided in Hong
Kong. (Listing Rules 19.05(1)(b))

Cayman Islands is also a  popular
jurisdiction for PE funds and financial
Institutions.



Common Deal Structure

Where is BVI?

Cayman Islands
Company

British Virgin Islands
Company

Hong Kong
Company
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Common Deal Structure

Cayman Islands
Company

] Why British Virgin Islands?

« Simple and Flexible

British Virgin Islands  BVI’s legal system is based on English
Company common law supplemented by local

‘ ordinances
Hong Kong « There are no taxes levied on Business
Company Companies with the exception of the

annual government licence fee

WOFE



Common Deal Structure

Cayman Islands
Company

] Why British Virgin Islands?

e No stamp duty is payable for share
transfer of BVI companies

British Virgin Islands

Company » There are no requirements for annual
returns, annual meetings or audited
‘ accounts
Hong Kong
Company e Details of the shareholders do not appear

on any public record and thus offers
‘ confidentiality

WOFE



Common Deal Structure

[ Cayman Islands ] Why Hong Kong?

Company

* Hong Kong adopts the territoriality basis

of taxation, whereby only income/profit

British Virgin Islands sourced in Hong Kong is subject to tax

Company

‘ « Hong Kong allows a deduction for

foreign tax paid on turnover basis in

Hong Kong respect of an income which is also

Company subject to tax in Hong Kong

‘  Double Taxation Arrangement

(Mainland China and HK)
WOFE



Double Taxation Arrangement

[ Cayman Islands ]

« Rates for dividends a Hong company
Kong business receives
were cut from 10% to 5%

British Virgin Islands

Company
(for Hong Kong businesses holding at least
25% of the capital of the Mainland ‘
enterprise)

Hong Kong

Company

WOFE



Double Taxation Arrangement

[ Cayman Islands ]
* Top rates for withholding company
tax for dividends a Hong
Kong resident receives from __._
Mainland investments were [B”t'sré;/r';i'gn's'a”dﬂ
halved from 20% to 10%

Hong Kong
Company

WOFE



Double Taxation Arrangement

[ Cayman Islands ]
* Top rates for withholding company
tax for interest a Hong Kong
resident receives from the riich Virain 1elan
- ritisn Virgin Islandas
Mainland fell from 20% to [ Company J
% ‘
 those for a Hong Kong Hong Kong
business fell from 10% to Company

% \

WOFE



Double Taxation Arrangement

[ Cayman Islands ]
 Top rates for withholding Company
tax for royalties a Hong
Kong resident or business
receives from the Mainland [B”tish Virgin 'S'a”dS]
fell from the respective 20% company

and 10% to 7% |

Hong Kong
Company

WOFE



Double Taxation Arrangement

_ _ Cayman Islands
Leglslatlon:- Company
Specification of Arrangements (The
Mainland of China) (Avoidance of British Virgin Islands
Double Taxation and the Prevention Company

of Fiscal Evasion with respect to ‘
Taxes on Income) Order

Hong Kong
_ Company
(commencing on 1 January

2007) \

WOFE



Double Taxation Arrangement

Cayman Islands
Company

]

Hong Kong Profits Tax: 16.5%

British Virgin Islands
Company

Capital Gain Tax: nil

|

Hong Kong
Company

WOFE

21



Part Il:
commercialization of IP rights

in china

facilitation of IP
commercialization



TRADEMARK

By Dec2013

Application 13.24 million 0.434 million
Registration 8.652 million 0.193 million
Active Certifications 7.2379 million 1.904 million

of Registration

*Annual Development Report on China’s Trademark Strategy 2013
*Performance & accountability report fiscal year2013(USA patent and trademark office)



TRADEMARK

1881546
China's Trademark Applications from 1999 to 2013
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PATENT

Status of Patent Application
in China 2013
In Total: 2.377 million

M authorized
1.313million




PATENT

Status of Patent Grant
2013

1.313 million

0.303 million

*http://news.big5.enorth.com.cn/system/2014/01/08/011594419.shtml
*A PATENT TECHNOLOGY MONITORING TEAM REPORT(U.S. PATENT AND TRADEMARK OFFICE)



PATENT

E=Europe
J=Japan
K=Korea
S=China

US=U.S.A.

Application of Patent of Invention
in Top5 IP Organization of the world
2013
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PATENT

WIPO
International Patent Application 2013
China
The 3" Place of the world

mUS.A
M Japan
i1 China
M Other Countries

*http://news.xinhuanet.com/fortune/2014-03/13/c_119762566.htm



Relaxation of Capital Flow




Relaxation of Capital Flow

cross border financing

Qianhai Cross Border RMB
Loan Management Interim
Measures

égﬁﬁﬁk%mﬁ%ﬁ

Qianhai enterprises can
borrow RMB from banks in
HK which carry RMB business

RMB reserve in Hong Kong:
900 billion




Relaxation of Capital Flow

Shanghai — Hong Kong mutual
market access (JPH#5IE)

13 June - Establishment of
mutual market access
between stock markets of
Hong Kong and Shanghai
Regulation
(PR ETT 3 5 LB EE
PLR RS T E )

Stage I: RMB 50 billion




Relaxation of Capital Flow

e |nvestors in Hong Kong and
Shanghai can invest in
shares listed in the stock
markets of HK and
Shanghai

e HKExX: market
capitalization of HKS$2,883
trillion

e Shanghai: market
capitalization of about
RMB 16 trillion




Relaxation of Capital Flow

Shanghai Free Trade Zone

Established on 22 August
2013

Negative inventory
management model is the
key element of Shanghai
Free Trade Zone

Areas outside this list will
change from approval
system to filing system

Wi H



http://baike.baidu.com/view/10951366.htm

Relaxation of Capital Flow

National Equities Exchange
and Quotations (NEEQ)

“New 3 Board”

More than 800 enterprises
are listed in New 3" Board
since this year

Aim to be the PRC Nasdaq
JOTC




Relaxation of Capital Flow

relaxation of Guarantee Law

(e N R EHE R

e Simplify procedures for cross
border guarantee

e Registration instead of
approval

e |P can be used for guarantee

SAFE Document No. 29

ES N E P S
TR [2014) 298X




Relaxation of Capital Flow

e Document No. 37 of State
Administration of Foreign
Exchange




Relaxation of Capital Flow

 Mutual recognition of
Trusts (HK and Mainland)

 The SFC will continue to
follow through with the
Mainland regulatory
authorities on
arrangements in relation to
the mutual recognition of
funds between Hong Kong
and the Mainland.




Qianhai

asset management
company

PE
leasing companies




Part lll:
recent legislative changes
in hong kong

their impact on IP
commercialization



The Role of Hong Kong




The Role of Hong Kong

e Hong Kong as a close
partner to China in its
process of financial
reforms




The Role of Hong Kong

As a source of funding (IPO,
PE, VC and etc)

Number of private equity
firms in Hong Kong in 2012:
377

Capital under management
(USS million) by private
equity firms in Hong Kong
in 2012: 79,800

HKTDC



The Role of Hong Kong

As a platform (Hong Kong
Stock Exchange)

Total equity funds raised in
the securities market was
$374.3 billion in 2013

$166.5 billion was raised
through IPOs

The remaining $207.8
billion was raised through

post-IPO fundraising
HKEx




The Role of Hong Kong

Cross border financing

Offshore RMB Business in
Hong Kong

RMB deposits and
outstanding RMB
certificates of deposits
totaled RMB1.169 trillion
(April 2014)

outstanding RMB bonds
issued in Hong Kong
amounted to RMB388.9
billion (May 2014)

HK government (financial services)




The Role of Hong Kong

As a reserve of talents/expertise

Qianhai: Overseas “talents” and
“professionals in short supply”
working in Qianhai will receive
an Individual Income Tax (“lIT)
rebate from the Shenzhen
municipal government

their effective income tax burden ‘ P S
will be equalised to what they PIRNEERaE N T 1; 5 ;,4&3?’1‘,‘5“3‘
should pay if work in overseas .., < e —




The Role of Hong Kong

As a testing ground of new
transaction schemes

VIE

Red Chips
H Share
bond issue




The Role of Hong Kong

 As a modernized regime of
regulators

e Securities and Futures
Commission (SFC)

* Hong Kong Exchange
(HKEX)




Variable Interest Entity
(VIE)

[

Cayman lIslands
Company

|

British Virgin Islands

Company
Hong Kong
Company
Offshore
PRC Contractual
Partner arrangements Onshore
' WFOE
VIE Contractual

arrangements



HKEX Listing Decision
(HKEXx-LDA43-3)

Company A

Outside PRC
100%% Inside PRC
T 1
PRC Et;f:;iff Registered Owners
Subsidiaries ' ' (Note 1)
! 100%
! Structured
________ i__ o Contracts > OPCO
| Owning all | (Note 2)
! intellectual ! I
| properties | Sl
| 1

Owning all operating licences
to perform the Group’s
business

Note 1: The Registered Owners were PRC nationals and controlling shareholders of
Company A

Note 2: The OBPCO was incorporated in the PRC



HKEX Listing Decision
(HKEX-LD43-3)

Summary of Facts

 Company Awas
Incorporated outside
Hong Kong.

e The Group operated a
business in the PRC,
and PRC regulations
applicable to its
industry sector limited
foreign investment.

Therefore, the Group did not possess the
licenses required to operate its business in
the PRC.

However, the Group adopted Contractual
Arrangements designed to give it the various
rights.

The Contractual Arrangements were binding
on Company A, the PRC Subsidiaries, the
OPCOs and the Registered Owners.



HKEX Listing Decision
(HKEX-LD43-3)

The Issue Raised for
Consideration

Whether, in view of the fact that, in the
conduct of its business in the PRC,
Company A was a party to the Contractual
Arrangements between or among Company
A, the PRC Subsidiaries, the OPCOs and the
Registered Owners, Company A was
unsuitable for listing due to legal questions
associated with the Contractual
Arrangements?




HKEX Listing Decision
(HKEX-LD43-3)

The Decision

The Exchange
continued to adopt a
disclosure-based
approach in
considering Company
A’s listing application. ¢

Based on the material facts and the PRC
legal opinion as submitted, the
Exchange determined that Company A
had demonstrated the legality of the
Contractual Arrangements and its ability

to ensure the sound and proper operation
of the Contractual Arrangements.

Subject to appropriate disclosures in the
listing document of the Contractual
Arrangements and the risks associated
therewith, the Exchange determined that
Company A was suitable for listing.




Branding China Group Limited (08219)
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Red Chips

e Red chips are companies listed on the HKEXx and controlled
by Mainland entities, by way of direct or indirect
shareholding and/or representation on the board of directors.

* Red-chip companies are incorporated outside Mainland
China.

(Source: HKEX website)



Red Chips
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Red Chips

Under New Rule of Foreign Exchange

Special Purpose

Vehicle
Asset &
4 Rightsand [~
,," Interests Offshore
I 7& ................................................................ B
,l
. Asset & Onshore
Corporations Rights and
& WFOE
Interests
Natural Persons
Own Set up or
S5 5 T 55 P 7 R e O A AT 5 Control

SRR IBFERFE SN B EH K NERIER LK 12014 375)



New Rule on Foreign Currencies of SPV

What’s New?

® The Owner/Controller : Natural persons could be the owner/controller of the SPV
® Purpose of the SPV: Could be investing and financing

® Original Capital of the SPV:
The assets, rights and interests of the corporation onshore

or the assets, right and interests offshore which are owned by the Chinese
residents



Red Chips

Jun 2014 Jun 2013 End 2013
No. of H shares 194 176 182
No. of Red chips 129 121 122
Stocks
No. of Mainland 514 446 493
private enterprises
Market 56.9% 55.9% 56.9%

capitalisation (%

of market total)

Turnover value (% 68.9% 69.7% 71.6%
of equity turnover)

(Source: HKEx Monthly Market Highlights - June 2014)



Red Chips

Examples:-

(1) Honworld Group Ltd (2226)
® Principal Activities: Manufacture of cooking wine, soy sauce,
vinegar and other products.

® Listing Date: 28/1/2014

(2) China Fordoo Holdings Ltd (2399)

® Principal Activities: Menswear brand management and marketing,
design and product development, ordering process, procurement of
raw materials, self-production and outsourced production and sales

and distribution.
® Listing Date: 16/7/2014



Initial Public Offering (IPO)

e There were 52 newly listed companies for the first six
months of 2014, an increase of 126 per cent when compared
with the 23 for the same period last year.

* Funds raised through IPOs for the first six months of 2014
was $81,137 million, an increase of 104 per cent when
compared with $39,697 million for the same period last
year.

(Source: HKEx Monthly Market Highlights - June 2014)



Regulatory Regime in HK
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Regulatory Regime in HK

e Role of HKEX

o QOperates a securities market and a derivatives market in
Hong Kong and the clearing houses for those markets.

* To ensure orderly and fair markets and that risks are
managed prudently, consistent with the public interest and,
In particular, the interests of the investing public.

(Source: HKEX website)



Regulatory Regime in HK

Role of SFC

SFC is an independent statutory body set up to regulate the
securities and futures markets in Hong Kong.

It derives a broad range of investigative, remedial and disciplinary
powers from the Securities and Futures Ordinance (SFO) and a
subsidiary legislation.

SFC works to ensure orderly securities and futures market
operations, to protect investors and help promote Hong Kong as an
International financial centre and a key financial market in China.

(Source: SFC website)



Regulatory Regime in HK

Securities and Futures Ordinance (SFO) s303(1)

e A person who commits an offence under Part X1V of SFO is
liable-

(a) on conviction on indictment to a fine of $10,000,000
(HK$10 million) and to imprisonment for 10 years; or

(b) on summary conviction to a fine of $1,000,000 and to
Imprisonment for 3 years.

o Example: false trading, price rigging, insider dealing etc.




New Legislations — Hong Kong
Sponsor Regulatory Regime

Sponsor Regulatory Regime

« Consultation was launched by the Securities and Futures
Commission (SFC) on a number of proposals designed to
enhance Hong Kong’s sponsor regulatory regime on 9 May 2012.

e The two broad areas for consultation are:-
(i) the regulatory regime for sponsors’ conduct; and
(i) legislative amendments relating to sponsors liability.

e The key obligations of sponsors are consolidated in a new
paragraph 17 of the Code of Conduct for Persons Licensed by or
Registered with the Securities and Futures Commission and
became effective on 1 October 2013.



New Legislations — Hong Kong
Sponsor Regulatory Regime

Proposals to be adopted include:-

(a) asponsor is required to be formally appointed by a listing
applicant for a minimum period of two months before
submission of a listing application;

(b) sponsor fees are required to be specified in a sponsor’s terms of
engagement and be based solely on a sponsor’s role as such and
not on unrelated services;

(c) a financial adviser who is appointed to advise a listing applicant
IS required to fully co-operate with, and should not adversely
affect, the sponsor in discharging its duties; and

(d) a sponsor is required to notify the regulators under specified
circumstances including where the sponsor ceases to act for a
listing applicant.



OLD COMPANIES ORDINANCE (1950)

NEW COMPANIES ORDINANCES (2014)



New Legislations — Hong Kong
New Companies Ordinance (Cap. 622)

New Companies Ordinance (Cap. 622)

e The new Companies Ordinance and the subsidiary
legislation have commenced operation on 3 March 2014.

* [t aims to achieve four main objectives:-
 to enhance corporate governance;
 to ensure better regulation;
 to facilitate business; and
e to modernise the law.




Part IV:
Qianhai Shenzhen

its policies in
facilitation of IP
commercialization




Where is Qian Hai (bigger map???)

® Full Name: v, &
Qianhai Shenzhen-Hong Kong 4& s «* x
Cooperation Zone on Modern Services ' |
Industries ' 7 N

I

® Priority industries of Qianhai NN\ .
Financial Services ' |
Modern Logistics Services /AN
Information Services — ' T :
Science and Technology Services and '

other Professional Services
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Qianhai — Policy

Reply of the State Council on the Relevant Policies Supporting the
Development and Opening-up of the Qianhai Shenzhen-Hong Kong
Modern Service Industry Cooperation Zone

(E 55 BER T XA R RE AR 55 L &1E X T R I IR RBUR )
#EY (HE| (2012) 58%)

Section 7: To support the establishment of innovative financial institutions in
Qianhai.

(B MRYE E S SR B E IV A EESK, SRR R L&A A T
W SR T D RE R BB B R, IRRAES B S AL Z S 8, SRR
TR i AR 55 S AR 22 355 O B R ) <e RS fATL Al 5o AT 955 B8



Opportunities in Qianhai for IP Industry

® To provide a platform for IP transactions and to regulate such transactions

® To facilitate IP transactions by e-commerce

® To promote IP transactions through the financial policies in Qianhal




The End
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