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CAN V.LE. INVESTORS BECOME CITIZENS
TO INVEST IN CHINESE COMPANIES?

The Answer looks to be Yes, Maybe — in Taiwan.
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David Huer (Shaobing Dawei "5 £ Kfi7) proposes
o / P 2 strategy to advantageously profit from investors
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A lawful strategy to be a Chinese citizen—without being a Chinese citizen? In Spring 2015, China
clarified the Corporation Law to close the V.I.E. contracts loophole'—explicitly forbidding any foreign
investing in and control of most domestic companies. Many foreigners were stuck with positions that
could become worthless if not dumped at a loss; and the situation worsened during the Summer 2015
market collapse and subsequent 6-month no-trading stabilization order.

It appears that there is a way to profit from the ambiguous relationship between Taiwan and China with
a strategy that mutually benefits Mainland China, Taiwan, and Foreign Investors. In many countries,
corporations are defined as legal “persons”. The method is to create a Taiwan-based Compliance
Brokering Entity—registering foreigner investors as Taiwanese corporations which under Chinese law
appears to define them as Chinese “citizens”. The mechanism could be emulated elsewhere, too.

International Law, International Agencies, and nearly All States: "Given the hiStory Of foreign invaSion,
There is only one China and PRC is the government representing China. Chlna |S r|ght|y protectlve Of natlonal
T yone China sovereignty. But the threat of huge
Taiwan is an inalienable province of China. losses create an enormous challenge
Rociaw: s Oy | —— for intemat.ional ipvestors," s.aid David
state and is a de facto independent ™ Taiwanese Corporations Huer." "Using Taiwan's ambiguous
government not subject to PRC law. = citizens of Teiwan. status to create compliance brokering
services may resolve the conflict, while

preserving sovereignty and investment
attractiveness. It is still hugely risky, as
an investor contemplating the strategy must have that rarest of assemblies: powerful relationships,
continuing regulatory approval, bai shou tao connections, and guanxi obligations," he added.

Fig.1. Taiwan's legal status enables use of a novel method to comply with GPRC's Corporation Law
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TODAY'S SHELL CORP CHINA
TRADING EXPLANATION
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DAVID HUER'S TAIWAN USING CHINA'S CONSTITUTIONAL LAW
SHELL CORP STRATEGY
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and also USING THE POLITICAL REALITIES
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