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Buting Yang

China Film Industry Leader Over 40 Years | Famous Chinese Famous Filmmaker |
International Film Investor | Chinese Film Exchange Envoy |

« Former CEO and one of the founders of China Film Group Corp.

« Former Vice-Director of the China Film Bureau

« Former President of China Film Distribution & Exhibition Association

« Former CEO of China Film Overseas Promotional Corporation

« Former director of China Research Institute of Film Science &Technology

- Created China’s first digital ticketing system

- Created CFG's digital production base

- Executive Producer over 50 Chinese and Foreign Films

« Brought China’s filmmakers to the top film festivals and film industry
expos in the world

» Currently holds the position of Honorable Chairman of Non-Profit
Organizations

« Currently holds many, important positions in major Chinese films,
public companies and top film production and investment enterprises
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HiFex2017 Q2% z1 7S

Hollywood International Film Exchange (HiFex) is a company that focuses on film
investment, exchange, acquisition, IP development, film production, distribution,
education and film festival. It has a strong network between China and Hollywood.
There is a simple review below that shows how Hifex done during 2017 Q2.
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Burbank, CA.
12/12 GFA Fashion Night /IFSM Grand Finale

12/13 Golden Film Awards Ceremony

12/14 Q&A
12/15- 19 Film Screening

LT P



actiononfilmfest.com

Action On Film (The AOF) is the go to festival for
% filmmakers, writers, producers, actors, DPs, composers
» . and post production professionals to have their work
:f. \\ -\ recognized and honored. The AOF has launched a
) 2 3 % ﬁ number of careers and continues to use aggressive
é - marketing to bring even more attention and success to
filmmakers and writers from around the globe. Annually

growing in size, the film festival is estimated to screen

more than 600 films.




AOF is an organization dedicated to helping
independent filmmakers and writers receive
the exposure and credit their hard work and
talent deserves. AOF organizes an annual film
festival and has also premiered its own

television show on NBC late night.
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International Golden Award

The US Hollywood Int’l Golden Film Award (USHIGFA) aims for a leadership role in providing an

extensive forum for multicultural exchange in the heart of Hollywood and beyond. Also our goal
is to search out skilled and creative next generation filmmakers and bring their work together -
presenting them in an international, culturally political framework in order to best facilitate the
exchange of imaginative ideas.

SGOLDEN FILM AWARD:

We invite a new generation of
filmmakers to "Twist the System"

by rewarding unique and
unorthodox approaches to
filmmaking, USHIGFA emphasizes =
emerging technologies in film S
production and distribution.
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THE U.S. ENTERTAINMENT INDUSTRY CAN STILL

CAPITALIZE ON THE CHINESE MARKET

Writer: Domestic Ng (CEO of East West Bank)
Editor: Ariel Fu

AR ENE, BEFUWEANFENXEEERAEPRR
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FiXRI5012%TT, SMBRENEEERIRETI0% MU
£, BRE2017FZXMEBRET MEMMER, FNE
SHIRFMERBAMARABSCETFE.

In past years, entertainment had become one of the
hottest areas for Chinese direct investment in the
U.S., particularly through acquisitions. Annual flows
reached a staggering $5 billion in 2016, or more
than 10 percent of all Chinese direct investment in
the United States. However, 2017 has seen a
dramatic reversal of this trend, with year-to-date
entertainment investment falling to less than $500
million.

BUEXNEERASINEINRA, EMALE, 2017
FUERBEAR E—FHD T46{2%7w. —LEZHEED
WHRBTFEFXN, SETHBRFMHELUI.4512E7T
K MVoltage Pictures, FiALA10{Z3EcEiE5E - el 5t
BlA, MBERHUZETBBFEER L, B20174F2
BUEBXHMUERAEEER.

Film-related direct investment has been particularly
impacted, dropping by $4.6 billion from 2016 so far
in 2017. Several high profile deals have collapsed in
the last year, including Anhui Xinke’s $345 million
purchase of Voltage Pictures, Wanda’s $1 billion
purchase of Dick Clark Productions, and Recon
Holdings™ $100 million deal for Millennium Films. No
major new acquisitions have been announced since
February 2017.

AtAFERRIRFARTRE? HERR, ZRBBRE
PEYBNIEREEEIIMNRFASERELEE., 8
APEINCREETRET MBZERTE, PERENMNE
2016 FEKRMEXSHAZERTEAN. HTHEIEXERRH
i, ERIBFREIIANEEFES, BFENIIERRE. B
e, FIANPEEMHBERE201T7FEMIIRIPE, BE
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What is responsible for this drop in Chinese
entertainment investment? In short, it has become
very difficult for buyers to obtain Chinese
authorities’ approval for overseas entertainment
purchases. After watching Chinese foreign
exchange reserves fall by hundreds of billions of
dollars, Chinese regulators became convinced in
late 2016 that too much capital was leaving the
country. To stem these outflows, Beijing introduced
capital controls, including on foreign direct
investment. As a result, Chinese overseas mergers
and acquisitions took a hit across the board in
early 2017, as it became increasingly difficult to

get money out of China.

FEBFARBOBUATETRENEBIMNIAETE, H
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Beijing became particularly concerned about
overseas investments with questionable commercial
viability, which applies to many attempted
acquisitions in the U.S. entertainment sector. These
concerns led Chinese authorities to place deals in
real estate, hotels, cinemas, entertainment and
related areas on a “Restricted List.” As a result,
overseas entertainment purchases now face a much
higher level of scrutiny. Chinese buyers must
convince regulators that investments are aligned
with buyers’ core areas of business, reasonably
priced and ultimately likely to be profitable.

REFEXLEMEE, RNANPREXAMEMERER
FAUNSFRERA.

Despite these short-term problems, | remain
optimistic about U.S.-China cooperation in film and
other entertainment sectors.

B, RNEFPNERELRIHSBIZER. PEXN
SBEMEFARAE2017FE EFFRIHFER. BRINREE
&g, MPEBRFLRBEISTBHBELZETNERR
.

For one, macroeconomic headwinds have already

calmed and will eventually abate. China’s external
macroeconomic environment has improved in the

first half of 2017. Capital outflows have stabilized,
and Beijing is no longer seeing tens of billions of

dollars leave its shores each month.

£Z, PEBFEMRET, BARZFRBRASH KO
BEHMBIAERIREA. BAINDEMEEERN TI0HIR
NENTSENRS.

Two, the Chinese government has clarified that it
will continue to support overseas direct investments
that strengthen investors’ core capabilities. Current
regulations are mostly geared toward suppressing

speculative and irrational deals.

B=, LEREEN—R, tPESSEERFUNG
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Three, and most importantly, the commercial
rationale for Chinese engagement in the American
entertainment industry remains as strong as ever.
PwC projects that China’s Entertainment and Media
sector will grow from $186 billion in 2016 to $258
billion by 2020, with cinema being the fastest
—-growing segment. Looking at the supply side, the
United States remains the unrivaled global champion
in producing high—-quality entertainment content.
Ninety-nine of the top 100 worldwide grossing films
of all time are American. The world’s 12 most—
visited theme parks are all owned by American
companies. Serving the growth in Chinese
entertainment demand with a supply of high—-quality
U.S. content and experience is a no-brainer for any
Chinese investor.

B4, FHPESKANEERREANASEHNFRT
ZAEEM? ATREINNETITRHRE

How can U.S. investors and companies seeking
Chinese partners position themselves to navigate
the current environment? In my view, the following

strategies make sense:
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First, if you seek Chinese equity investors, smaller
strategic deals are better. Many entertainment
investments in the last few years have been driven by
herd movement and the search for short-term
financial returns. With Beijing taking a harder stance
against these bets, investors need to focus on
strategic investments with sound commercial logic
instead of valuation differentials. While larger
acquisitions floundered, smaller deals—Puji Capital’s
Mandalay Endurance Media joint venture and Fosun’s
purchase of Blue Man Group—have successfully

closed this year.

B, A, HERANHMRERRIBENNAEZRS
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Second, licensing, slate financing and other channels
are good alternatives to equity investments. While
acquisition activity has dropped sharply, Chinese
capital continues to flow to the U.S. through other
channels. Despite occasional hiccups (for example,
Paramount’s partnership with Huahua and Shanghai
Film), passive slate financing deals continue to
produce American films with economic upside for
Chinese studios, like Bona’s investment in Fox’s
live-action movie slate, which resulted in the
international hit “The Martian,” and Huayi Bros.” deal
with STX entertainment.

F—TERREHARE, ERAPERARRT T EBKH
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Another option is the co-production model, which
offers Chinese and American parties an opportunity
to collaborate without a prolonged commitment.
When it comes to co-productions, some say it is
impossible to make a film that appeals to both U.S.
and Chinese audiences, pointing to the
disappointing performance of “The Great Wall.”
However, many are now watching the much lower
budget action drama “The Foreigner” starring
Jackie Chan and Pierce Brosnan. The STX
Entertainment release cost only $35 million to
make, and so far has grossed more than $117
million in ticket sales worldwide; evidence that, with
the right budget and the right talent with worldwide
appeal, a profitable co—production is possible. The
opportunity for further improvements upon this

model is worth exploring.

REFAIRA—HAR. BTANULPEREERERE
MZEHHER, EUERENATHERLABORE
. MERGN, PEARANTHAERTF TPERLRK
NEFH. FEEEEHS XEAFABTHKEPac-1261F
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+

Licensing content is another avenue. This method
allows Chinese investors to make informed
decisions on targeted brands and content based on
actual Chinese demand, and the sheer size of
China’s domestic market gives Chinese firms a lot
of power to compete in bidding. Alibaba’s recent
deal with the Pac-12 Conference to stream college
sports in China is an example of this approach.
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Third, U.S. entertainment firms should reevaluate
opportunities for expanding their Chinese
footprints. While China has become more careful
about capital outflows, it is more eager than ever to
attract foreign investment. Several U.S.
entertainment companies have shown that local
operations in China can pay off if done smartly. One
example is Disney, which drew more than 11 million
visitors to its new Shanghai Disneyland joint venture
in 2016, exceeding the company's most optimistic
expectations. Some restrictions on foreign
ownership in media and entertainment will likely
remain, but | expect to see greater leeway for U.S.
investors to acquire Chinese assets or engage in

joint ventures in coming years. lease dates.
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Fourth, U.S. studios need to develop an

understanding and long-term vision of Chinese
demand. The best way to capitalize on Chinese
consumers is to understand what Chinese
consumers want, and create capabilities to serve
that demand. The money will follow. U.S.
executives also need to be up to speed with
Chinese distribution platforms, particularly mobile.
Since Wi-Fi is widely available in Chinese cities,
the opportunities for viewing short content are
endless, from the subways to driverless cars.
Reality shows are also an area of growth and
highly popular in China, with more than 100 reality
programs currently available on Mainland satellite

channels.

BTERRANRMEN, PERFRSHFERENRE
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There are ample opportunities for continued
U.S.-China entertainment collaboration, through
both direct investment and other models. To take
advantage of these opportunities, American
executives need to better understand the Chinese
market, consumption preferences and regulatory
direction, including through more intentional
engagement with Chinese firms and ventures. The
greatest future opportunities for American firms
involve reaching more Chinese consumers in the

ways they want to consume content.

Refercnce: {Reach Further)
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HOLLYW0OD INTERNATI ONAL EXPRESS

Hollywoodiexpress.com features breaking entertainment news,
box office results, film and TV production, industry updates,
especially China-Hollywood news and stories. It also has English
Version and Chinese Version right now.

BSEG HOLDINGS

A publicly traded global
entertainment and
distribution company
since 1995.
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FULILT & REUGULALIUNS

Want to enter China" s lucrative film industry?
First, learn the rules.

China’s film industry represents one of the country’s most lucrative sub-sectors in its entertainment industry, yet a complex
system of FDI prohibitions and restrictions, in addition to annual import quotas on foreign films, make the industry particularly
fraught for market entry. Here we disentangle some of these issues.

Film Distribution and Movie Theaters

According to the 2011 Catalogue, foreign investors are prohibited from investing in film distribution companies and theater line
companies, and the opinion-seeking draft of the 2014 Catalogue contained no change in this regard; nor were these industries
liberalized by the most recent Negative List for the Shanghai Free Trade Zone. However, the construction and operation of movie
theaters does permit foreign investment within certain limits.
While at present wholly-foreign owned cinemas remain prohibited (except for investment from Hong Kong and Macau), joint
ventures with a Chinese party as controlling shareholder are permitted both within and without the Shanghai Free Trade Zone.
Even this condition is dropped in a handful of pilot cities (Beijing, Chengdu, Guangzhou, Nanjing, Shanghai, Wuhan, Xi'an), where
the proportion of registered capital invested by foreign partners is capped at 75 percent.
Additional requirements are as follows:

« Registered capital must not be below RMB 6 million;

« Having permanent business premises for screening films;

+ The equity or cooperative joint venture term shall not exceed 30 years;

Foreign Film Quotas

There are two types of annual quotas regulating imports of foreign films into China: a revenue-sharing quota and a flat-fee quota.
A revenue-sharing film remits a set percentage of its revenue from the Chinese box office to the foreign production studio. This
percentage has historically been significantly lower than similar arrangements in other countries — currently capped at 25 in
China versus 50 percent in European markets. Since 1994, the size of the revenue-sharing quota has gradually expanded from 10
films annually, to 20, to 34 following the US-China Film Agreement of 2012 (with the latest expansion reserved specifically for 3D
and IMAX movies).

Under the second quota, the “flat-fee quota’, a Chinese distributor (i.e. China Film Group or Huaxia Film Distribution) pays
up-front a lump sum figure for a film and does not remit any box office receipts to the producing studio. Generally speaking,
high-grossing blockbusters win revenue-sharing slots while lower-profile films from smaller studios or with more limited releases
are allocated flat-fee slots. Annually, there are around 30-40 films imported into China this way.

China’s Film Imports in 2014, by Type One thing to be noted is that, though
B No.of films B Boxoffice revenue (RMB bin) flat-fee slots are roughly equal to the
6.736 number of revenue-sharing movies,
flat-fee films comprise a virtually
insignificant percentage of the Chinese
market share: in 2014, revenue for the 20
“normal” revenue-sharing films and 14

33
20 2033 “enhanced” revenue-sharing films was
Ly RMB 6.736 billion and 4.495 billion
- respectively, while revenue for the 33

Revenue-Sharing  Revenue-Sharing Flat-Fee flat-fee films was only RMB 2.033 billion

(3D and IMAX) (Normal) o in total.
Graphic® Asia Briefing Ltd,
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FULICT & REUGULALIUND

In addition, there are several ways that foreign films commonly circumvent the film quotas and the FDI restrictions on the
Chinese film industry noted above. These include:

« Co-productions, which has been the growth axis of the past couple of years

« Imports for TV, especially CCTV's movie channel CCTV-6

» Imports for online video, currently unlimited in number

Censorship

China has no motion picture rating system, and films must therefore be deemed suitable by Chinese censors for all audiences
in order to be shown in the country. Officially, the censorship system is designed to promote Confucian morality, political
stability and social harmony. Films must be submitted to the State Administration of Press, Publication, Radio, Film and
Television (SARFT) for censorship prior to being cleared for import into China. This entails a three-step process:

1 The filmmakers submit their screenplay or finished film to the Censorship Board for review. The board has 30 days to offer a
response, but often takes longer to do so;

2 SARFT then offers comments, and often suggestions, for altering the film to meet censorship requirements. The filmmakers
are given the opportunity to make modifications to comply with any requested changes;

3 The script or film is re-submitted to SARFT for review of the changes and an approval decision.
If the filmmakers object to the results of the review process, they can apply for an additional review within 30 days;
Films are prohibited from containing the following contents, as stipulated in Article 25 of the Film Regulations:

« Opposing the fundamental principles laid down in the Constitution of the PR.C,;

- Jeopardizing the unification, sovereignty and territorial integrity of the State;

- Divulging State secrets, jeopardizing the security of the State, or impairing the prestige and interests of the State;
Inciting hatred and discrimination among ethnic groups, harming their unity, or violating their customs and habits;
» Propagating cults and superstition;
» Disrupting public order and undermining social stability;
- Propagating obscenity, gambling or violence, or abetting to commit crimes;
« Insulting or slandering others, or infringing upon the legitimate rights and interests of others;
- Jeopardizing social ethics or fine national cultural traditions.

Film Industry Tax Incentives

As part of its “soft power” push, the Chinese government has implemented a series of tax incentives that specifically seek to
promote the domestic film industry, listed as:
Notice on Economic Policies to Support the Development of the Industry (Cai Jiao [2014] No. 56)

« From 1 January 2014 to 31 December 2018, value-added tax is exempt on income derived by filmmakers on the sale of films
(including digital versions) and copyright transfers; income derived for film distribution; and income derived for screening films in
rural areas.

- For film-screening services provided in urban areas by general VAT taxpayers, a simplified calculation method can be adopted
according to current policies.

Circular on Several Issues Concerning Tax Policies for Continuously Supporting the Development of Cultural Enterprises (Cai Shui
[2014] No.85)

« Corporate income tax for film enterprises recognized as high-tech enterprises shall be levied at a reduced rate of 15 percent.
Expenses incurred by cultural enterprises within the development of film-related new technologies, products and processes may
be deductible from the enterprise’s tax owing.

+ VAT shall be exempt on film production, distribution and screening services provided outside of China.

« VAT export rebates may be granted on the export of completed films according to relevant provisions.

« Import duties may be exempted on equipment, parts, assembled goods and replacement items that cannot be produced in
China and for self-use in the production of major cultural products.

A
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The MPAA film rating system is a system which attempts to rate a movie based on its content, helping patrons
decide which movies may be appropriate for children of different ages. It was created and regulated by the
Motion Picture Association of America (MPAA).

HISTORY

The MPAA film rating system was instituted in November 1968 as an alternative to federal regulation of motion
picture content by the United States government. The United States came rather late to motion picture rating,
as many other countries had used rating systems for decades.

After the Production Code approval system was abandoned in the 1950s, movies had become more explicit in
their portrayal of "realism." The realism movement had its advantages and disadvantages: while it allowed for
movies like Alfred Hitchcock’s Psycho (1960) to be filmed, it also sparked a rise in low-budget exploitation
movies that became more and more explicit in their sexual and violent content. The violent content of such
movies as Sam Peckinpah’s Straw Dogs shocked and alarmed the more conservative segment of the population.
In 1967, two movies were released containing explicit profanity (Ulysses and I'll Never Forget What's His Name),
and this was seen as the impetus for a form of regulation to be instituted. After a series of meetings with
government representatives, the Motion Picture Association of America and National Association of Theater
Owners agreed to implement a uniform ratings system for all of its movies, a system that would be enforced by
distributors and exhibitors (including movie theaters).

THE RATING PROCESS

The MPAA does not publish a list of what exact words, actions, and exposed body parts are used to determine a
movie’s rating, other than stating that if a film uses "one of the harsher sexually-derived words" once, it gets a
PG-13 rating at least, and an R rating if these words are used more than once. Any drug reference gets a movie a
PG-13 at least. Members of the MPAA's Rating Board view the movie, discuss it, and vote on the film’s rating. If
the movie's producer is unhappy with this rating, he can re-edit the film and re-submit it, or can appeal to an
Appeals Board. Movie publishers generally specify the desired MPAA rating in their contract with the movie
producer, so it is common to hear of producers re-editing in order to achieve the desired rating, by trimming
several seconds of the film footage in question.

The original movie ratings consisted of:
Rated G - Acceptable to "general" audiences, including children.
+ Rated M — For "Mature" audiences.
+ Rated R - Restricted. Children under the age of 17 (originally 16) must be accompanied by a parent or
"guardian” (i.e., supervised by an adult).
Rated X — Children under the age of 17 not admitted.

CURRENT MPAA RATINGS
The current MPAA movie ratings consist of:
+ Rated G - General Audiences. All ages admitted.
+ Rated PG - Parental Guidance suggested. Some material may not be suitable for children.
+ Rated PG-13 - Parent strongly cautioned. Some material may be inappropriate for children under 13.
Rated R — Restricted. Under 17 requires accompanying parent or adult guardian.
Rated NC-17 - No one 17 and under admitted.
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EMPOWERING FAMILIES TO MAKE INFORMED MOVIE CHOICES

GENERAL AUDIENCES

G GENERAL
AUDIENCES
All Ages Admitted |&»

PARENTAL GUIDANCE S

iy

UGGESTED

PARENTAL GUIDANCE

SUGGESTED

CHECK THIS BOX
FOR SPECIFIC CONTENT
INFORMATION
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it

PARENTS STRONGLY CAUTIONED

PARENTS STRONGLY

CAUTIONED CHECK THIS BOX
FOR SPECIFIC CONTENT

PG'13 INFORMATION

Some Materal May Be lnappropriate for Chidren Uséer 13| @B | @

RESTRICTED
CHECK THIS BOX
FOR SPECIFIC CONTENT

R INFORMATION

Usder 17 Requires Accompanying Pareat e Adult Guardian | 5 |

NO ONE 17 AND UNDER

CHECK THIS BOX
FOR SPECIFIC CONTENT

NC'17 INFORMATION

No One 17 and Under Admitted |

i
L

ADMITTED

Nothing that would
offend parents for
viewing by children.

Parents urged to give
“parental guidance.”
May contain some
material parents might
not like for their young
children.

Parents are urged to be
cautious. Some material
may be inappropriate for
pre-teenagers.

Contains some adult
material. Parents are
urged to learn more
about the film before
taking their young
children with them.

Clearly adult.
Children are
not admitted.
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