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“China Unicom Mode” of Mixed Ownership Reform
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The first central enterprise to carry out mixed
ownership reform in 2017
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After bringing in strategic investors such as
China Life and BATJ, the shareholding ratio
of China Unicom Group dropped from 60% to
36.67%
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Tencent and Baidu contributed 5.18% and
3.3%, respectively
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The new board of China Unicom was formed on 8 February 2018
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5 independent directors in a board of 13 members
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Of the 8 non-independent directors, 3 are senior executives of China Unicom Group, and the
remaining 5 come from strategic investors, namely, China Life, Baidu, Alibaba, Tencent and
JD
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“Business stars” including Li Yanhong (later replaced) and Hu Xiaoming joined the new
board
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Characteristics of Corporate Governance System of China Unicom Reform
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e China Unicom Group’s actual control over China Unicom
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» (Strategic alliance: State-owned Enterprise Structural Adjustment Fund of China Life)
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» Communications industry: basic strategy
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* From “domination by a single shareholder” to “shared control”



L R | Y
Super-proportional director appointment by non-actual controller
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Baidu holding about 3% of the shares takes up 1 seat (accounting for 12.5%) in the total 8 non-
independent director candidates in the board of China Unicom after the reform
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“Give preference to state-owned assets in equity structure, while to strategic investors in the
board organization”
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“China Unicom Mode” of mixed ownership reform: incentive compatibility
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“Northern International Trust Mode” of mixed ownership reform?
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* Northern International Trust of Tianjin started to release its capital increase & share expansion
project in Tianjin Property Rights Exchange at the beginning of April 2018
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« After completing the mixed ownership reform, the shareholding ratio of its SOE shareholder reduced
to 34%, while social capital takes up 57.56% of the equity
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*  “Whether the single shareholding ratio or the overall shareholding ratio of private enterprises will
play the absolute holding role”
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« The new largest shareholder is entitled to recommend the Chairman and General Manager
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Characteristics of Corporate Governance System of Northern International Trust
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» Practical measures taken by a local SOE to address the difficulties facing SOEs
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» Seek no right of control
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« But maintain “one-vote veto” in some industries (34%)



The “Cvcle” of SOE Reform
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From the “haste makes waste” showcased by Baoneng’s purchase of Vanke’s shares to today’s
“getting more than one asked for”
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From “too big to fail” to “a hot potato”
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From the then “loss of national assets” to today’s “inflow of private capital”
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“Competitive Neutrality”
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Chen Qingtai: It now becomes meaningless to strictly define the state-owned and private natures of
mixed ownership enterprises. The government should phase out the policy of making a difference based
on the ownership of enterprises, and promote equal rights, equal opportunity and equal rules for all types
of enterprises.
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Yang Weimin: “Gradually abolish the classification of ownership”, “The classification of ownership
among SOEs, private enterprises and foreign ones should be weakened and finally abolished in the long
run. As required by the 19t National Congress, enterprises registered in China shall be treated equally in
laws and policies.”
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