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On June 3, 2021, US President Joseph Biden issued
Executive Order 14032, “Addressing the Threat From
Securities Investments that Finance Certain Companies of
the People’s Republic of China” (EO 14032)," substantially
amending the prohibitions originally contained in Executive
Order 13959 (EO 13959), issued by President Trump on
November 12, 2020.% Original EO 13959 prohibited US
persons from trading in the securities of any entity designated
by the Department of Defense (DOD) as a Communist
Chinese Military Company (CCMC), pursuant to Section 1237
of the Fiscal Year 1999 National Defense Authorization Act
(1999 NDAA).
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EO 14032 continues to prohibit US persons from

trading in securities of listed entities, but replaces the
CCMC list with a new “NS-CMIC" list of entities to be
administered by the Department of the Treasury, creates
a new substantive test for inclusion in the list, including
additional rationale for the prohibition; and clarifies the
extraterritorial application of the prohibition, as discussed
below. The new substantive test for inclusion on the
Treasury NS-CMIC List is of particular importance
because it may provide a factual basis for challenging a
designation on the NS-CMIC List.
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Leveraging a combination of legal acumen and policy
expertise to navigate this complex area of law, our
multidisciplinary lawyers are experienced in preparing
comprehensive and compelling delisting petitions.
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Replacing DOD’s CCMC List With Treasury'’s
NS-CMIC List
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The EO 13959 prohibition against any US person from
purchasing or selling publicly traded securities, including
securities that are derivative of or designed to provide
investment exposure to such securities, continues after the
amendments instituted under the new EO 14032; however,
the list of entities subject to the prohibition is replaced. EO
14032 replaces the CCMC list administered by the DOD
under Section 1237 of the 1999 NDAA with a new list of
entities included in the annex to EO 14032 and gives the
Treasury Department the authority to designate additional
entities upon an administrative determination that certain
criteria are met. This new list, the Non-SDN Chinese Military-
Industrial Complex Companies List (NS-CMIC List), is
administered by the Department of the Treasury's Office of
Foreign Assets Control (OFAC).
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EO 14032, "Addressing the Threat From Securities Investments That Finance Certain Companies of the People’s Republic of China’ signed June 3, 2021,

published at 86 FR 30145 (Jun. 7 2021), available at https://www.govinfo.gov/content/pka/FR-2021-06-07/pdf/X21-10607.pdf.

EO 14032, F202146H3H%E, A7 F86 FR 30145 (202146H7H)

, Jhttps://www.govinfo.gov/content/pkg/FR-2021-06-07/pdf/X21-10607.pdf.

2 EO 14032 is styled as an amendment to EO 13959. However, the new EO revokes and replaces all of the substantive provisions of EO 13959 that imposed

prohibitions on US persons, effectively superseding the older EO in substance.
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33 New Entities Added to Treasury List, 18
CCMC Designated Entities Not Included
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A summary chart has been included as an appendix to this
publication showing the entities that have been designated
on the CCMC list by the DOD and those included in Treasury's
new NS-CMIC List.
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Interestingly, 18 entities designated as CCMCs by the

DOD are not included in the new Treasury list. Those

entities include businesses in various industries, such

as semiconductors, chemicals, aviation and consumer
electronics. On the other hand, 33 entities that have not
previously been designated on the DOD's CCMC list are now
included in the new NS-CMIC List.
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Substantive Test for Designation by
Treasury
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EO 14032 creates a substantive test for inclusion in the NS-
CMIC List, which was not provided in the original EO 13959.
For Treasury to add a Chinese entity to the NS-CMIC List, it
should determine one of the following:
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e The company operates or has operated in the “defense and
related materiel sector or the surveillance technology sector
of the economy of the PRC"
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e The company owns or controls, or is owned or controlled
by, directly or indirectly, a company that is on the NS-CMIC
List or otherwise operates or operated in the defense and
related materiel sector or the surveillance technology sector
of the economy of the PRC
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As discussed below, the requirement that Treasury make
an administrative determination for designation on the
NS-CMIC List should allow companies with opportunities
to contest or refute the determination.
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The NS-CMIC List does not impose restrictions on 50% or
more-owned subsidiaries of the listed entities, unless the
subsidiary entity is itself listed (i.e., the OFAC 50% rule does
not apply to this list).2
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Organizations May Challenge Designations
on the NS-CMIC List Under the Executive
Order
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EO 14032 extends the rationale for the EO beyond threats
arising from China’s military-industrial complex to include
companies connected to the development of Chinese
surveillance technology “to facilitate repression or serious
human rights abuse.” Notably, the needed connection may be
found even if the company is not a government-owned entity

because of the prevailing US view of military-civil fusion in
China.
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It is not clear that all of the companies on the list actually
satisfy the new substantive test for inclusion on the NC-
CMIC List. EO 14032 gave Treasury authority to designate
companies on the NS-CMIC List, but also to determine when
“circumstances no longer warrant the application of these
prohibitions” against any company listed and to remove

that company from the NS-CMIC List. There is a process for
blocked persons on the NS-CMIC List to petition OFAC to
seek removal from that list.
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3 OFAC's 50% rule provides that any entity owned in the aggregate, directly or indirectly, 50% or more by one or more persons whose property and interests in
property are blocked pursuant to an EO or regulations administered by OFAC (blocked persons) are also considered to be a blocked person.
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Prohibition on Trading in Subject Securities,
Anywhere
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EO 14032 clearly prohibits US persons from trading in the
securities of listed entities on any exchange anywhere in the
world. EO 14032 defines the “publicly traded securities”
subject to the US person trading ban to include any security,
as defined in section 3(a)(10) of the Securities Exchange

Act of 1934, “denominated in any currency that trades on a
securities exchange or through the method of trading that is
commonly referred to as ‘overthe-counter, in any jurisdiction”
(emphasis added). The original EO 13959 did not clarify this
point. Thus, the new language instituted in EO 14032 applies
the US person® trading prohibition even if the trading conduct
occurs entirely outside the US.
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The DoD Lists Continue to Have Impact

2|y EA A I G 2

Notably, concurrently with EO 14032, DOD promulgated
another list that designates Chinese Military Companies
pursuant to the Fiscal Year 2021 National Defense
Authorization Act, Section 1260H). The appended chart
compares the new DOD list, the CCMC List (i.e., the old DOD
list) and the NS-CMIC List.
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As described above, only entities named on the
NS-CMIC List are subject to the securities trading
prohibitions imposed on US persons. The two DOD lists
are not linked to the EO or the restrictions on trading in
securities. Nonetheless, designation on these lists may
be consequential for the listed organizations, perhaps
most importantly as any such organization would likely
be viewed by exporters and re-exporters of items subject
to the Export Administration Regulations as military end-
users.
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We may see other consequences for entities designated

on the list, as the US Congress is closely scrutinizing the
listed companies and their activities in the US, with some
lawmakers proposing restrictions on their ability to do
business with the federal government, among other possible
restrictions.
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Effective Dates
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For companies listed in the Annex to EO 14032 (i.e., the first
entities on the NS-CMIC List), the trading prohibition enters
into effect at 12:01 a.m. EST on August 2, 2021. However,
transactions made solely to effect divestment prior to 12:01
a.m. EST on June 3, 2022 (one year from the date of EO
14032) are permitted.
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For companies later designated by Treasury, the trading
prohibition will enter into effect at 12:01 a.m. EST on the date
that is 60 days after the date of that determination, but US
persons may engage in transactions made solely to effect
divestment prior to 12:01 a.m. EST on the date that is 365
days after the date of that designation.
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4 OFAC's 50% rule provides that any entity owned in the aggregate, directly or indirectly, 50% or more by one or more persons whose property and interests in
property are blocked pursuant to an EO or regulations administered by OFAC (blocked persons) are also considered to be a blocked person.
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Subscribe to The Trade Practitioner blog for updates
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About Us

Our export controls and sanctions lawyers have the ability
to provide advice on the shifting regulatory framework on
both sides of the Atlantic. \We have extensive experience
in advising and representing a wide range of companies
and financial institutions in Europe, the US and other
jurisdictions on export control and sanctions from a

multijurisdictional perspective.
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Summary Chart Comparing Chinese Entity Lists as of June 7, 2021
ZREPEEWZRILERME (B=20215£6F78)

Designated Chinese Company*
(highlighted entities are on all three lists)
HIsERI P E AT *
(REBRHEFERF=1BEH)

* Note, legal entity abbreviations (e.g.,
“Co., Ltd") are not consistent among
the lists

Advanced Micro-Fabrication Equipment
Inc.

PRFESEIRE (B8 RHBRAAE

CCMC List by DOD
used as list for
prohibitions in original
EO 13959

NS-CMIC List by
OFAC subject to trading
prohibition under EO
14032
W EEB (OFAC) BINS-
CMIC &5
ZHFEO 140320 THIZZ

FRA
=Y

ElFsERRICCMC & 5
JREO 13959 4& 7 &

Tranche 5
$54t

2021 List of Chinese
Military Companies by
DOD
2021 HIERGER P E
FEEN"RE

Aero Engine Corporation of China

HEME LN ERGRAR

Tranche 1

$14t

Aerospace CH UAV Co., Ltd
MARFIL T ANRBERAF

Aerospace Communications Holdings
Group Company Limited
MARBEEREERNDERAR

Aerosun Corporation

MRBRERBERLRE

Anhui Greatwall Military Industry
Company Limited
LHKINE TR AR AT

Aviation Industry Corporation of China,
Ltd. (AVIC)
FEME TV EAGRAF

Tranche 1

St

AVIC Aviation High-Technology
Company Limited
P SRR B ERAE

AVIC Heavy Machinery Company
Limited
P ENRGBERAR

AVIC Jonhon Optronic Technology Co.,
Ltd.
PR DB R AR

AVIC Shenyang Aircraft Company
Limited
AL KRB BRAF

AVIC Xi'an Aircraft Industry Group
Company Ltd.
AT Tk a2 kA T SEE RSB B IR A F)

Beijing Zhongguancun Development
Investment Center

IERPRNEREREH O

Tranche 5

Astiin

Changsha Jingjia Microelectronics
Company Limited
KD SREZMEBEFRBBIRAR




Designated Chinese Company*
(highlighted entities are on all three lists)
HIEER P E AT *
(REBRHEFRERF=1REH)

* Note, legal entity abbreviations (e.qg.,
“Co., Ltd") are not consistent among
the lists

China Academy of Launch Vehicle

CCMC List by DOD
used as list for
prohibitions in original
EO 13959

EF5EREICCMC &
JREO 139591 &S 7 &

NS-CMIC List by
OFAC subject to trading
prohibition under EO
14032
W EER (OFAC) AINS-
CMIC &&

ZHIFEO 140321 FHIZZ

=HA
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2021 List of Chinese
Military Companies by
DOD
2021 FHIE B ER R E
FEEEN"FEH

Technology (CALT) Tragg;t;éﬁ
R ENIZH A SR AR R
China Aerospace Science and Industry Tranche 1
Corporation Limited (CASIC) =
FEMARIEAGRAA
China Aerospace Science and Tranche 1
Technology Corporation (CETC) &1
PEMARNRERABRAR
China Aerospace Times Electronics Co.,
Ltd
MARNREFERAR
China Avionics Systems Company
Limited
P T B FRERNDERAF
China Communications Construction
. Tranche 2-3
Company Limited (CCCC) 03t
FEREEERHERAR
China Communications Construction
Group (Limited) (CCCG)
FEXBEZIEEFABRAA
China Construction Technology Co. Ltd. Tranche 4
(CCTC) Sa
FEEEREARAE
China Electronics Corporation (CEC) Tranche 2-3
FERFEEFIERBRAF 2-3#t
China ElgctronlcsTechnology Group Tranche 1
Corporation (CETC) =14t
FEARFREEEARAA
China General Nuclear Power
. Tranche 1
Corporation (CGN) =14
PET ZEERERAS
China International Engineering
Consulting Corp. (CIECC) Tra%rjzzti 4
H RIS ABERAF
China Marine Information Electronics
Company Limited
HPEMRHE LEBREFHF5ERNT
RS BRAR
China Mobile Communications Group
Co. Ltd Tranche 1
S T Nk

HEBBEEEREABRAS

China Mobile Limited
HFEZERAH




Designated Chinese Company*
(highlighted entities are on all three lists)
HIEER P E AT *
(REBRHEFRERF=1REH)

* Note, legal entity abbreviations (e.qg.,
“Co., Ltd") are not consistent among
the lists

China National Aviation Holding Co. Ltd.

CCMC List by DOD
used as list for
prohibitions in original
EO 13959

EF5EREICCMC &
JREO 139591 &S 7 &

NS-CMIC List by
OFAC subject to trading
prohibition under EO
14032
W EER (OFAC) AINS-
CMIC &&
ZH|FEO 1403210 THIZZ

=HA
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2021 List of Chinese
Military Companies by
DOD
2021 FHIE B ER R E
FEEEN"FEH

(CNAH) Tr;?g?; °
FEMSEEARAR
China Nat.lonal Chemical Corporation Tranche 2-3
(ChemChina) =0 34
FEAIEERRAR
China National Chemical Engineering
Group Co., Ltd. (CNCEC) Tri’g;?;é%
HPECZTIEEFABRAT
China National Nuclear Corporation Tranche 1
(CNNC) &1
FEZ IV EAGRAF
China National Offshore Oil Corporation
Tranche 4
(CNOOC) st
FEEFAHEAGRAE
China North Industries Group
. o . Tranche 1
Corporation Limited (Norinco Group) ht
mEAET T HRAR
Listed as “China Nuclear
China Nuclear Engineering & E.ng.lnee”rlng CopEiien
; : Tranche 2-3 Limited
Construction Corporation (CNECC) 03t 52 ZH7% ” China
FEZIVEEEAGRAS : .
Nuclear Engineering
Corporation Limited”
C‘h|r?a Railway Construction Corporation Tranche 1
Limited (CRCC) =
PES%ERENEFRBRLF (CRCC)
China Satellite Communications Co. Ltd.
HFEREEERGBERAT
Listed as “China
China Shipbuilding Industry Corporation Shlpbundmg Ir.1dus”try
(CSIC) Tranche 1 Company Limited
1 | KA Chi
thEANE T ERERAT (CSIC) EIE 5% £752%3 " China
Shipbuilding Industry
Company Limited”
China Shipbuilding Industry Group
Power Company Limited
FEMRAE LEAN QA FRNDERLE
China South Industries Group
. Tranche 1
Corporation (CSGC) &
hEEHS T ERAT
China SpaceSat Co., Ltd. Tranche 2-3
HEARGAEERNDERAR 5£2-3Ht
Etf;:na State Construction Group Co., Tranche 2-3
' £52-34t

HEERERAGRAR




Designated Chinese Company*
(highlighted entities are on all three lists)
HIEER P E AT *
(REBRHEFRERF=1REH)

* Note, legal entity abbreviations (e.qg.,
“Co., Ltd") are not consistent among
the lists

China State Shipbuilding Corporation

CCMC List by DOD
used as list for
prohibitions in original
EO 13959

ER5EREICCMCZ &
JREO 139591 &S 7 &

NS-CMIC List by
OFAC subject to trading
prohibition under EO
14032
W EER (OFAC) AINS-
CMIC &&
ZH|FEO 140321 THIZZ
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2021 List of Chinese
Military Companies by
DOD
2021 FHIE B AR R E
FEEEN"FEH

Limited (CSSC) Tr;'??:; 1
FEMBMREERGRAE
China Telecom Corporation Limited
FERERHERAE
China Telecommunications Corporation Tranche 1
HFEREEFARRAT Nk
China Three Gorges Corporation Limited Tranche 2-3
FEZIREFRBRAE £52-34t
China Unicorn (Hong Kong) Limited
PEBEMERE (58) RHERAH
China United Network Communications

. . Tranche 2-3
Group Co., Ltd. (China Unicom) =0 3t
FEBREMEBEREGRAR
CNOOC Limited
FEEEARHEARAR
Commercial Aircraft Corporation of Tranche 5
China, Ltd. (COMAC) Zoht
HEEA WERTEAR
Costar Group Co., Ltd.
Ot EERR G ERAF
CRRC Corporation Tranche 1
FERERGERAE Ak
CSSC Offshore & Marine Engineering
(Group) Company
PSSR SRERDBIRAE
Dawning Information Industry Co Tranche 1
(Sugon) =14
X EEEVEDEREAR
Fujian Torch Electron Technology Co. Ltd.
BEXERFRERBERAR
Global Tone Communication Technology
Co. Ltd. (GTCOM) Tr‘;gg?; °
HRIRIEERER OB R A
GOWIN Semiconductor Corp. Tranche 5
I RE st SERERBERAR 54t
Grand China Air Co. Ltd. (GCAC) Tranche 5
RFEMZERAF F54t
Guizhou Space Appliance Co., Ltd.
HNMKRERRDERLF

i Nk

FNBRBRBFRARDERLE

Huawei Investment & Holding Co., Ltd.

ERREERERRH




Designated Chinese Company*
(highlighted entities are on all three lists)

CCMC List by DOD
used as list for

NS-CMIC List by
OFAC subject to trading

2021 List of Chinese
Military Companies by

WA ERI R E LR * prohibitions in original prohibition under EO DOD
(REBTHEFHEEF=128H) EO 13959 14032 2021 AR BER P E
EREICCMCZ & T ER (OFAC) BINS- EERN"ZE
* Note, legal entity abbreviations (e.g., | BREO 13959 &< 8 CMIC &
“Co., Ltd.") are not consistent among Z ] FEO 1403250 NHIZZ
the lists S
Tranche 1
(listed only as
Huawei Technologies Co., Ltd. “Huawei")
ERAFARBRAF ENES
(FIEZFRNER
#"“Huawei")
Inner Mongolia First Machinery Group
Co., Ltd.
NEEE—VMEEAFRLAF
Inspur Group Co., Ltd. Tranche 1
REEEBRAE F3t
Jiangxi Hongdu Aviation Industry Co.,
Ltd.
SLPHERIE TR ID B R A F
LuoKung Technology Corporation Tranche 5
BERARF ot
Nanjing Panda Electronics Company
Limited
FREHBETFRNEBIRAA
North Navigation Control Technology
Co., Ltd.
I SHEHIRARBRA R
Panda Electronics Group Co., Ltd. Tranche 1
AR T EFARAT it
Proven Glory Capital Limited
Proven Honor Capital Limited
Semiconductor Manufacturing
International (Beijing) Corporation
RS E R EESE (LR BRAF
Semiconductor Manufacturing
International (Shenzhen) Corporation
RSEPRERRETIE CRID BRAF
Semiconductor Manufacturing
International (Tianjin) Corporation
REERERBEEGE (KF) BRAR
Semiconductor Manufacturing
International Corporation (SMIC) franche 4
" S

R E PR BB B HIE B PR A F]




Designated Chinese Company* CCMC List by DOD NS-CMIC List by 2021 List of Chinese
(highlighted entities are on all three lists) used as list for OFAC subject to trading Military Companies by
WIEERHRE AR * prohibitions in original prohibition under EO DOD

(REBRNEAEEF=1EEH) EO 13959 14032 20215 R E B ER

EREICCMCZ & N EER (OFAC) HINS- EERN"ZE
* Note, legal entity abbreviations (e.g., | FREO 13959f& &2 & CMIC g5
“Co., Ltd”") are not consistent among ZH|FEO 1403270 THIZZ

the lists S

Semiconductor Manufacturing South
China Corporation

S E PR BB B A F]

Shaanxi Zhongtian Rocket Technology
Company Limited
BREG R KBRS B IR A F

Sinochem Group Group Co Ltd Tranche 2-3
FEPLEERBRAH 52-3#t

SMIC Holdings Limited
S E PR B BR A F

SMIC Hong Kong International Company
Limited
REEBERERAR

SMIC Northern Integrated Circuit
Manufacturing (Beijing) Co., Ltd
RAE T ERAREGIE (ER) BRAF

SMIC Semiconductor Manufacturing
(Shanghai) Co., Ltd
SEPRERBEGIE (28) BRAR

Xiaomi Corporation Tranche 5
INKREE E54L

Zhonghang Electronic Measuring
Instruments Company Limited

AR ERR DB R A E)

The opinions expressed in this update are those of the author(s) and do not necessarily reflect the views of the firm, its clients, or any of its or
their respective affiliates. This article is for general information purposes and is not intended to be and should not be taken as legal advice.
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