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Recent China Deals in Switzerland ¥THIAs 5

Bally, a footwear and apparel company,

has belonged to the Shandong-Ruyi Group,
China's largest textile producer.

2018

price is unknown

R AR SR B 2 ahkni% Bally

f‘ SWISS
EDUCATION

GROUP

The Swiss Education Group,
was sold to the Chinese investment company
Summer Capital.

June 2018

N<F

=LISTA

Lista Holding, a workplace systems company,

was acquired by the Chinese tool manufacturer
Hangzhou Great Star Industrial.

June 2018

price is unknown

Bk BT AW B L e S A

USD 200 million

M B ER B FEL12(7 T ListaZy &

syngenta

The Syngenta Group
was acquired by Chem China (this was the largest
Chinese acquisition of a western company till now)

2016

CHF 43 billion

B EME 430123 LA SE R, 25 1k
B 1l B R M NI



Recent China Deals in Switzerland/T 8148 5

Sigg, a manufacturer of drinking bottles
was acquired by Haers Vacuum Containers.

2016

CHF 16.1 million

ne /R B B ZE 2R MUKl ok 55 12l Sigg

GLENCORE

Glencore Storage & Logistics
was acquired by Hainan Province Cihang and its
subsidiary HNA for $775 million

2017

The airline operator Gategroup

was purchased by the HNA Group. SR Technics
and Swissport are also controlled by this Group.

2016

USD 775 million

BEARMEERMBMEHAL77.5F BETHRE
W52 RE FT e iR

N<F

CHF 1.4 billion

SR AU R Z2 /> [ Gategroup, SR Technics
FOSwissportth 5235 i 5 [ 2]

Bartholet Maschinenbau and Montratex AG
were acquired by the Chinese company Cedarlake
Capital Partners

2017

price is unknown

SR AU I R A R e
N
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Typical Investment Structures LY 3% & 2544

—  Sale of company (Share Deal): Objects of purchase are shares or GmbH ordinary shares
R AU (SEE A B4 2 B S A PR 5T A B B9 AR A)

— Business purchase (asset deal): Objects of purchase are assets, liabilities, contracts and personnel of a
company
BEFUl - WIEFRHY L BT SE gt & e . A B AT AR

—  Statutory merger
NEEH

—  Establishment of branches

Frig s 2 H144

—  Subscription or purchase of debt securities issued by local issuers

NGRS & 1T NRATRI 55 127

— Joint ventures

N D <d
L& T

N<F
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Investment Requirements £ #73k

General Rule: There are generally no restrictions on foreign investment in Switzerland

TR = o148 BT A 152 BR il
Exceptions: {4}

— Financial markets laws: If foreign nationals have a controlling influence over a bank, a securities

trader or certain other prudentially-supervised entities active in the financial sector (finance
company), the granting of a licence by the Swiss Financial Market Supervisory Authority (FINMA)
IS subject to additional requirements.

TRTIZINEHSNE - SABEANZHIEHRT. FEMNEMZ BN RN 0TI SRR hrg
Y 358

Acquisition of real estate: Acquisition of residential (but not commercial) real estate in
Switzerland by foreign or foreign-controlled persons is subject to strict limitations under the Lex
Koller. Such properties can only be acquired if an authorization is granted by the competent
cantonal and federal authorities.

S EANGCEERA SN GREMA) 2/ ERE, TR REBFEARFETEUZ STt

In certain regulated industries such as maritime shipping or nuclear power generation,
restrictions on foreign ownership apply
REZRENTIL, BlnESeEi%Ee WNTHERS]
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~~7 ”k-/:‘fr‘

Regulated Industries 52 1547\l

—  Air transportation (1) #iZE;SHi

—  Public transport (railway, cable cars, shipping) 238 (A0EEES, HIE, fiid)
— Radioand TV I #&#1H11

—  Post and telecommunications i1 ifl

—  Energy (especially nuclear energy) gei8 (X H 2#%HE)

—  Specific professions (university medical profession, lawyers etc.) $5&E /Tl (KE. EFfTl. 2
FREBTLL)

— Banking, insurance and financial services £R{7. {R&FISREIT
—  Minerals and raw materials, mining %7, BR#%. il

— Health services and products &R F17 &

—  Casinos and money games &%/

—  Private security services Fh AR £ R %

IR

—  Weapons and war material H 2 M ZE BV HE

(1) in case of aviation companies, it is required that a company headquartered in Switzerland be under the actual
control of Swiss citizens. fiZE R TER M B AERR A2 1T b 4y SRRz R A R

11
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Merger Control 5 ZE i 8525

The Swiss Competition Commission (ComCo) must be notified of business combinations (including
statutory mergers and the acquisition of control) before the closing of the transaction if:
FFE LT ZHRIRA S IR TR AL E 2 Fiim i i L S 2 W 2 51 2

— the enterprises involved had in the last business year prior to the transaction an aggregate
worldwide turnover of at least CHF 2 billion or an aggregate turnover in Switzerland of at least

CHF 500 million; and 3 % i B 0\ 47 32 SRl b —E PN HH 555 BB RUED I AdE ok 2012 B 1A E D
B, HEWmTERSE GRS A2 AR B

— at least two of the enterprises involved had in the last business year prior to the transaction an
individual turnover in Switzerland of at least CHF 100 million.

EDOWNTRZIE RE WAL G AT E—FEREAN & B ER RN AR —(Ch AR E LA

Specific rules are applicable to banks and insurance companies. fi17. 1R\ T 22 8 2 0]

13
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Merger Control 5 ZE i e 2

If the ComCo does not initiate an in-depth investigation within one month after receipt of the notification,
the business combination may be completed. In case an in-depth investigation is initiated, it must be
completed within another four months. The ComCo may either:

MRt REWZE LSRRI S BN — N HNRBEEIEE, N5 AT E . It RZ2HT
R ARSI RS 2 E R N AN, RBIEELR, REWZEDSAREHR |

— (i) clear the transaction unconditionally;

EEREHER S

— (ii) permit the transaction subject to certain conditions; or

AMMEHMEATHARS, =

— (iii) prohibit the transaction.
2135

14
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Dispute Resolution 4+ fi#,

Civil law jurisdictions

KHfELRER

Three-tier civil and commercial court system

REFERRFAA =1L

The court system in Switzerland is relatively efficient (in the World Bank’s rating for contract
enforcement, Switzerland is ranked 45th out 190 countries)
IntiEBR RGN SR, AR T O FETRCEI R P E190 T E R B BEE45%

Foreign claimants should note that they may be required to provide security for costs upon request of
the counterparty in state court proceedings.

SE ST AR ATREBUARBT SO U7 5 N EORER R VAT FHHE IR

Parties may agree to submit disputes to arbitration (adhered to 1958 New York Convention)
L AT LU B SRS (i (8 5F1958F (LN 2) 19615 (BXBEERpg = hH A
290 )

Since there are no agreements on the enforcement of court judgments between Switzerland and China,
it is advisable to subject M&A transactions to arbitration in order to facilitate enforcement in the best
possible way.

B F P EMInL 2 B NEERTERAJHERIGA T E, BRI UGS 5007 ZAF A LU Gy
BE, DUMEIRGEE =0T,

16
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Tax Considerations Bl FERZ

— Double taxation agreement (DTA-PRC) between Switzerland and China (in force since 2014):
himE RN EMLERIIE (2014F-HIT)

It provides for rather beneficial residual tax rates for withholding taxes on dividends and
interest payments (while there are no withholding taxes at all for royalty payments in
Switzerland). tEMLUE T HNHMLENRLEFIF SR AT SR iR (B R AR
VFEE B AW AT S 15E)

In the case of a participation of 25% or more in a Swiss company, the Swiss dividend
withholding tax is reduced from 35% to 5%.
B YRR R 25% LA _E RO B4 % B B £ B AR B TR AT S B A R %R F SR SR 35 % 8,/ 5 %

For interest payments, the residual withholding tax is 10%.
S B RTTER AT/ 10%

Due to this beneficial DTA, the use of intermediary tax jurisdictions is not necessary.

LT A U ERNEAE, 8 BRSO {58 A

18
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Tax Considerations Bl FERZ

— Applicable rates of corporate tax and withholding tax on dividends:
ORI B ol BB R R A B R R

The Swiss tax system is based on three levels where taxes are levied: the federal, cantonal
and municipal level.
WERUT=ZMERIG] : BFE. N ARIE

The federal corporate income tax provides for a proportional tax rate of 7.83% of the profit
after taxes.

BRFB AL AT R (el A5 S A A 7.8 3%

The tax rates in the 26 cantons of Switzerland vary from 12.32% in the Canton of Lucerne to
24.16% in the Canton of Geneva.
26 MBI RS TR, FIANHRHFINTEE12.32%, BARRMBEIET24.16%

19



N<F

Tax Considerations Bl FERZ

— FDI tax incentive schemes

S EE R BB

Since July 2016, Switzerland has applied revised regulations regarding the Swiss federal tax
holidays scheme.

B2016F £ A#E, Wmt#E1T T —EH I BRI

The revised legislation provides for relief from federal corporate income tax for a maximum
period of 10 years for industrial enterprises and production-related service providers.

R BRI Tl A= A S AR 51Tl A L R T s 7y LO SR BB FR Ml PSP oe it
[F1]

The federal tax incentives are linked to the number of newly created or maintained jobs by an
enterprise domiciled in selected regional areas in Switzerland (it can lead to an annual tax

credit of up to CHF 95’000 for each newly created job and CHF 47’500 for each maintained job.

e RIFR AR U AR TS E R IOE T L A . ARl st oS QlERYE—Fh
1 B 1 AT 5K 75950003 R TR ERRI TR MR (2, eyt B 7 B = nT 3R 154 7500 s iR ER A
B 2

20
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Corporate Governance /A =|{5FH

Main governing bodies: General Shareholders’ Meeting and Board of Directors
FERENNG : REASHEESR

The Board of Directors: It has appointed inalienable and non-transferable main tasks. However, it may
delegate management tasks to a delegate or a separate executive management.
EERAFHETEERGENINS, BABLESHIIRITAAEEE A,

Other typical Board Committees: Audit Committee, Nominations and Remunerations Committee
(Remunerations Committee required for listed companies)

HithBEMNESER L IRAR  HiIEASARAEFMENR ( LHABNL A #HRINZE L 2)

Director’s fiduciary duties: duty of care, duty of loyalty and duty to avoid conflicts of interest
BEMER S  FENS, BINSS, EBRFImARRN S

Composition of the Board/Management: No restrictions as to nationality of directors and executives.
However, the company must be represented by a person domiciled in Switzerland. That representative
requirement can be fulfilled by a member of the management, e.g. a director (it does not have to be a
member of the Board of Directors).

FRHAZESEREBEANNVEERZRH, E—M2RDBTEVE —LENIMCEERN AL B LER,
LESIMRR A A A REEEFE S o

22
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Corporate Governance /A =|{5FH

External Auditor: Swiss listed companies need to have an External Auditor
SMER (JRIL) it Wt bW ARFREHSER (ML) it

Legislation regarding remuneration (required for public limited companies domiciled in Switzerland,
whose shares are listed on a domestic or foreign stock exchange): For the limitation of excessive
remuneration for the highest corporate management (members of the board of directors, members of
the management and advisory boards) control mechanisms have been introduced and certain forms of
remuneration are prohibited. The general meeting‘s vote on the before-mentioned remuneration is one
of these control mechanisms.

N T IR ESEMSE A G EE, SEIAERTMETmEN (e LE0Es L) FEESTH
HFE A E—LRHEMENE, HPaFEihd L AR ESRRILEFINZE 2.

23
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Minority Shareholders’ Rights H1/Ns 7R AR

— Irrevocable rights for shareholders (= well acquired rights)

BIRA B[ HEHIRF YA

Right to participate in the AGM S IR /R A<
minimum voting right RIEFXZE A

Right to sue (for example: prospectus liability claims, responsibility claim, voting rights claim etc.)
AL BINERBRIGEH BT, EFTE. RENTHEE T

Entitlement to the publication of the annual report Z3K 2 7 FE 4R YA
Right of inspection and information %11& Y

Right to appoint a special auditor (If the proposal to appoint a special auditor may be rejected at
the AGM, shareholders who hold at least 10% of the shared capital together or who hold shares
with a nominal value of CHF 2 million, can get to the Court within three months.

WEERGRHIT. BolFRETEFIINF]. AR RERRAASE ], EORFR10% BIBRREET
Rt Bk — B H T ARSIRAR AT IR R K= 2 JTE =D H N AR R i

25



Minority Shareholders’ Rights H1/Ns 7R AR

— Qualified quorum for decisions (= formal protection of minorities)

RIWRVEE AL

— Double quorums for important AGM decisions & 75 K-S AN 88k F N 58 B 1 20 503

—  Minority rights
DEBRIRAF]

— Right of shareholders representing a nominal value of CHF 1 million to place items on the agenda
at the AGM
BRI I — B AR LA AR AR R R AR R I E R 2

— Right of shareholders representing 10% of the share capital to convene and place items on the
agenda at the AGM
FIRE R AR FRAR10% L £ BB AR AT e AR R S B E B AR R SR I E TR R

— Shareholders who hold together at least 10% of the share capital, can demand for the execution of
an ordinary audit, if the company only performs a limited audit. If the AGM has waived the limited
audit, every shareholder has the right to demand a limited audit prior to the AGM
SRR ET 10%B B 7R v ZRE E T ARSI A S TR E . BRARR SR
AR, B—RAREANESRAETE N —ERARRSRTHTARE T,

N<F 26
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Capital Markets 1A

SIX Swiss Exchange:

SIX Swiss Exchange (SIX) is the principal stock exchange in Switzerland
SIXEtTREXR SRR tRFEMBRERSZTY,

SIX allows the listing of equity (shares), debt (bonds) and derivatives

HESIXR SIS E AR, fi DR T4 7

Swiss companies and foreign companies (subject to certain conditions) can list their equity and
debt capital market instruments on SIX

Bt asaEe g aESIXEh

SIX is one of the largest stock exchanges in Europe. Large listed companies include Nestle,
Novartis, Roche, UBS, Credit Suisse, SwissRe etc.

SIXBRUMRAMBRER BTy —, MBLEMRIAERE., e, DK, WE. ®E. HBTERK
%,

Also several foreign companies have listed their shares (equity) on SIX

SIX Em il A —EEErIER L INE Rl

Many foreign companies have listed their debt instruments (bonds) on SIX

MBS EREFESIXVE N T2 E T

28
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Capital Markets 1A

— Initial Public Offerings (IPO) and listing of shares on SIX: BRA
FHEBRRAESIX EH

— The process for listing of equity on SIX is less complicated and time consuming than in the US, the UK and
most (other) EU countries. ESIX EHEY
T2 PP AR EEAE BB AIR Z A WO B R _E i SE I B %

— Alisting application consisting of the prospectus and certain other documents must be approved by SIX.

i

MG, HPaiFBin i BHEMmAES M8, [EEZLTSIX A

— For alisting on SIX according to the International Reporting Standard of SIX the following requirements
must be met : ERHBEFHELLUT M (AEFRIV SR 2 AN A

3 years audited financial statements (IFRS or US GAAP) - certain exceptions possible =& 51k &,
HRIREFRIV 5545 25 4 N 205 E GAAPE NI /7

Recognized auditors A B B E R IRZ AR I\ E T
2.5 million minimum equity at the time of listing £/l 2 /D EEE — H A+ 55 ARR AR A

Free float at listing at least 20% (of all shares listed) and market capitalization of free float at least CHF
25 million £ 2/ DEEEMEN T L E i AR A RIS, LT RRAREI20018 B BT 50/ G

Issuer's formation, articles of association must comply with national law, to which the issuer is subject
EHREIRSl. ERFLIGE YHAE

Reporting: semi-annually &4 © FEH

Foreign issuers: SIX allows the IPO and listing of foreign companies subject to certain conditions 4} [E
Il TR & —E SRV RTEE T AESIXiEH TIPO

29
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Labour Matters =5 zf, A HS= 55T

Main regulations: The Federal Act on the Amendment of the Swiss Civil Code (CO) and the Federal
Act on Employment in Business, Trade and Industry (EmpA)

FERARENE  PFOUAM, BT E A

Contracts: Wide variety of employment contracts (fixed term contracts, indefinite contracts, training
contracts,...)
FojaEMEES (BEHRER. TEEHMRER. HilIEHE%)

Employees’ representative bodies: Where the employer transfers the company or a part thereof to a
third party, he must inform the organization that represents the employees or, where there is none, the
employees themselves in good time before the transfer takes place.

A TAENN - HEQB DB B BB I FFZHERT B R TR Lo, ERAIRANN
ﬁﬁ?%‘F;Z\ZD‘I}E%Da:JZ&mI/\)\

31
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Labour Matters

57 Bl IR R

General Employment Conditions Switzerland
— RIS Bl SR Wt
Maximum working time 50 hours per week
=K LR [ 2 A50/M Mt
Minimum monthly salary for 2018

- None
20185 & {EA T ¥t
Minimum vacations (per year) 4 weeks

BFROBRY CGFHRER

Employees’ sick payment

A THRADH

Retirement age

EEBAKFRE

ANEFH (An14x A HBRER)

The employer pays the employee's salary for a
limited period of time. The subsequent
payments are covered by social insurance.

AR B JE £ SR — BRI R T8 Z2J5

FHRAERRE T

65 for men and 64 for women
BiE65%, Zit64%

32
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Labour Matters =5 zf, A HS= 55T

General Employment Conditions

— Rt K57 B

Switzerland
Bt

wrongful termination
FIELEE

Redundancy (individual or
collective)

B (MR EEEFR)

Termination of an open-ended
employment relationship (statutory
or contractual)

X B 5E HAPR K55 3l & B bR

compensation taking due account of all the circumstances
(maximum: 6 monthly salaries )

HXIEREAEEIASNALIR

Individual: In the case of a regular dismissal, the wage continues to be paid
until the end of the period of notice. In the event of an extraordinary
termination, the wage payments can be stopped immediately. IE & & G} T
TR T R A . BRI TR AL Z Bk T334

Collective: If the employer intends to make mass redundancies, he must
inform the employees' representatives or, if there are none, the employees.
He must also inform the cantonal employment office and give employees
the opportunity to make proposals on how to avoid redundancies. A social
plan must be drawn up under certain conditions.

SARE AT RIFEE A T2EA T AFNSF A E R, B LHEATTN
NEBREET . FREXTEZFE I ESERTL,

Statutory: JEFE &4

Termination at one month's notice during the first year of service, at
two months' notice in the second to ninth years of service and at
three months' notice thereafter (after the probation period)
SRS SN - — N ARME  EEINEAE - WO ABM
H; WEzRE : =1 BaEE

Contractual: 6-month notice periods for management employees.

BHEE A 1Y% & & FiEEH o HE <A H B

33
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Labour Matters =5 zf, A HS= 55T

— Transfer of the company: 2B iEfH% :

If the employer transfers the enterprise or part thereof to a third party, including transfers by
way of a merger or through an asset deal, Swiss law provides that the employment relationship
is automatically transferred to the acquiring party, unless the employee refuses the transfer. 22

B AL E I AERS 5 9% 2 B o AL FISET7, BRIF A THEY,

The employer must inform the organization that represents the employees or, where there is
none, the employees themselves in good time before the transfer takes place of (consultation
requirement only in the case of an asset deal, not in the case of a share deal).

HH B 43 ) B 53 B 48 R BEAA I B SR B B TR TS, SRR TRALIIATR
TWIUEA 2R TN

—  Effects on employees: Y51 THIZ 0

Effects of a public takeover offer on employees: In a public takeover offer, the employees
of the target neither need to approve the takeover offer nor be informed or consulted on the
offer. AFELYIES, FEHFRBRIGRAYAE I TEFE A THEE

Effects of a statutory merger on employees: In a statutory merger, the employees of both
the transferring and the acquiring legal entity must be informed and, under certain conditions,
consulted prior to the shareholders' meeting resolving the merger. A8 & FF8f, WA G TIHFE

BieAIE EEUTREERAR (LN ATE 7 TE L
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Why Swiss Companies are Targets of Chinese Buyers

N<F

b B AR AR 5 [T

Switzerland offers economic and political stability and security;
ImTiRM AT RBUan it E S RIE

Switzerland is rich in human capital and offers reliable and well educated employees;

WA TENATFEER, REATENERFLT

M&A transactions with Swiss companies allow for an efficient inroad to advanced technical know-how;

53m 1 22 BRI FR I 5 5 BE B = U R e A ROR R

the acquisition of companies in Switzerland offers Chinese groups relatively quick and easy access to
the Swiss market;
Wt s 2N S1RERS L o FE 2 AR T PR R A A IR T,

it is a good way to acquire recognized brands, which may provide legitimacy in the Swiss, European,
and even global markets;

ImtMERME (NERHBERIED BT, BUN. EEERMiRE (e mERE,

Swiss luxury goods are very popular in the Chinese market. The Chinese are fascinated by Swiss
technology and, particularly, by Swiss luxury goods;
ImtEEmMEERETSEZ

Chinese buyers have the potential to increase the value of the acquired Swiss companies and
brands by their ability to facilitate a better and more direct access to the Chinese market. FE L H %

HiREFTRIETEG LA TN E. tHREfEIR T AT EMEIA E T HAPET Y,
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Dr. Philippe A. Weber
LLM, Partner
philippe.a.weber@nkf.ch

Philippe Weber specializes in large and complex corporate
finance, capital market and M&A transactions with a
particular focus on listed entities, financial institutions and
other large enterprises. He is a recognised representative for
listings on SIX and regularly advises clients on all aspects of
takeover and securities law. He is distinguished as a leading
Banking, Capital Markets and Corporate/M&A lawyer by
Chambers and other directories.
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Manuel Werder
LLM, Partner
manuel.werder@nkf.ch

Manuel Werder's practice focuses on corporate law and
domestic and cross-border M&A transactions (including
corporate restructurings and private equity and venture
capital transactions). His expertise also includes commercial,
contract, securities and stock exchange law issues. He
represents clients in domestic and international litigation
procedures.
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