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Content

Answers to these Questions:

» What is Social Credit?

» What is the Social Credit System (SCS)?

» What is the Corporate Social Credit System (CSCS)?

» When will the Corporate SCS be operational?

» What are the challenges for companies operating in China?
» How does COVID-19 affect the system and its development?

> Is it too late to prepare?
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SOCIAL CREDIT was introduced to:

O

«.allow the trustworthy to roam

everywhere under heaven while

making it hard for the discredited

to take a single step.”

State Council — June 14, 2014
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“ Social Credit System “
HEBFERER

China’s plan to

regulate business and citizen behavior

with incentive schemes
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Individual Social Credit System

N THE GAME OF LIFE ’

China's social credit system expands the
idea of a standard credit check to all
aspects of life.

@n Each citizen is assigned 1000 points,
o b monitored to judge their behavior,
or money and rated accordingly.

points by:

o | ®© [ ®

Engaging in Praising the Insincere Cheating in
charity work government apologies for online games
on social media crimes committed

3

REWARDS PUNISHMENTS

Source: VisualCapitalist (2019)
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How Could your Personal Social Credit Score Look Like?
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SCS
targets

'

m

Personal Social Credit
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Corporate Social Credit

'

i

Government Scrutiny and
Judicial Credibility
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China’s Corporate Social Credit System (CSCS):
The Biggest Upcoming Change in Compliance in China

From
Direct market access restrictions for companies
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It Started Already...

All companies in China

are already
being rated under the Corporate Social Credit System,

with several having already felt the impact of negative rating results.
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Feeding into, and Bringing it all Together

Companies
Government
authorities

Consolidation
and
Transmission
to a
Central
Database

National Credit
Information
Platform

2ERFRFEREEE

(since 10/2015)

National Enterprise
Credit Information
Publicity System

2EtUFERERATRS

(since 12/2016)

Y

NEW @

Data from Commercial Sources

National
“Internet+Monitoring”
System

|-‘-| “Eﬁm "kM” g%

(trial phase since 08/11/2019)
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www.dezshira.com




New Measures and Requirements

Supervision and control of business partners

_ DIRECT ‘ _
Bad Corporate SCS Rating effect on * Bad Personal SCS Rating
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Example: Customs Authentication Rating (Inspections)

Average inspection rate (/47 J-F15# &%) for an AEO certified enterprise: 0.54%

&

Average inspection rate for a distrusted customs enterprise: 96.29%

Source: CreditChina
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Example: Customs Authentication Rating (Repercussions)

Rating as a distrusted customs
authentication enterprise

INSPECTIONS AUDITS GOVERNMENT APPROVALS LEGAL PUBLIC OTHER
PROCUREMENT REPRE- BLAMING IMPACTS
SENTATIVE

Q =
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The National “Internet+Monitoring” System

National
“Internet+Monitoring”
System

E “E M%M” ,%’
* Let’s have a quick look at it! Ex “EBRMSE" R4

1§54

gjzwfw.www.gov.cn (trial phase since 08/11/2019)
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The New Official Government Services Website
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Trial Phase
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The National Enterprise Credit Information Publicity System

National Enterprise Credit
Information Publicity
System

2EGWEREEATRRS
What’s in it?

(since 12/2016)

~No

Let’s have a look!

A\ { { v, \é
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NCIPS Front Page (gsxt.gov.cn)

@ !I.k‘l:lm{n Y AN IT?%

hismsnm]l E ondmvmurisn s FPomnsdid londbavesnméimm T lealalisnittde s €20 00d oo
National [eIDrISE =0t | ol matic IDIICItY Svysiem

Company Directory @ Abnormal List | Blacklist

v WERER LESRER EEEZEECUES
e > O\ EMAWER, SG—itSERABEERAS
A
ot CEESFURREISEE. HSEXATEE (. RIEZXSTEE (B. i E
Companies can be searched
by entering
the name or the 18-digit
Unified Social Credit Number
(Bi— S ERKAD)
which every company in
China has
BEREASE eI ERIER IR BNV B {EFRA%ED
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http://www.gsxt.gov.cn/

This page requires patience...

1)
‘Difficult Captchas’
for non-native

speakers
(clicking on words to
match up a saying)

404

2)

Error after searching
(usually occurred to me when
searching for the company
name and not the 18-digit code)
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Client:59.37.29.90 Node:bfae526 Time:2020-03-09 10:10:10

'{EETRJ E_.EE WAW .gS)'(t. gov.cn
LIEE= B SRR

3)
Error after successful search and clicking on the

company name
(just try ‘open in a new tab’ for a few times)
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Once you're through... NCIPS Company Directory Page
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When scrolling down...

R EEEEES el  Random Inspection Results
-}
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I SREREASHEICES Suspected Fraudulent Use of Information (other people’s identity registration information)
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Where Else to Find Information About Your Company:
More ‘User-Friendly’ Alternatives

SR E

=B CREDITCHINA.GOVCN

d

f* XIRES

TianYanCha.com

Official government website on Private enterprise information,
key information regarding the business data and management
SCS personnel query system
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Credit Restoration

Listed as Listed for a
Heavily minimum of Application

Inspection and

verification Acceptance

distrusted entity 6 months

. Materials: A. Online Processed_and
Listed as isted f CreditChina Website update online
Specific heavily Listed for . Credit B. On-Site
distrusted entity 3 years restoration Government Service Points

commitment
letter
1. Serious . Adr_ninisFrative
violations in certain registration
industries related to ’ Prqof ol
public safety fulfll_lment of
punishments
* Proof of

2. Violations due to

; e Requires input from
illegal activities

the private credit
service industry

participation in
credit training
* Credit report

Cannot apply for
restoration
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The Corporate Social Credit System Amidst COVID-19

Failure to pay social contributions in time will not negatively affect the corporate social credit score

Beijing:
* negative credit records of SMEs due to the epidemic situation shall not be included in the municipal public
credit information system for the time being.

Shanghai:
» delayed delivery/deferred repayment of loans, etc. for now not be recorded as bad credit
» Credit repair assistance

Jiangsu Province:
» Credit repair mechanism adoption, assistance and instructions

Other local governments have included records of violation of laws during the epidemic into CSCS:
 Driving up prices of medical equipment

» Manufacturing/selling fake/inferior medical equipment

» Massive layoffs during epidemic

» Personal SCS: Refusing to be quarantined, entering public areas/taking public transportation when infected

Be careful with force majeure:
Using force majeure as excuse to help a company’s business partners in the supply chain to avoid the default
of their contracts might mitigate the impact on the credit score of the said company itself
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Time to prepare. It’s not too late...

Understand exactl AsSSess
what the s stemy’ — where your company stands _» Design and implement
: y regarding the requirements and effective internal adjustments
requires from your company dentify gaps

@ Continuously monitor the further developments of the Corporate SCS
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Scan this QR Code

Visit our mobile page and get the latest updates,
investor news and resources...

and feel free to contact me directly:

marco.foerster@dezshira.com

@ Dezan Shira & Associates Offices

O Dezan Shira Asian Alliance Members
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