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Registration of Private Equity Funds Suspended in Major Cities Amid A Crackdown of Non-Compliant Investment Activities

U S SR TR P A R AR A

This month it is reported that the
Administration for Industry and
Commerce (“AIC”) of Beijing issued a
notice to suspend the approval for
enterprises and self-employed
businesses to use names containing
“investment”, “assets”, “capital”,
“holding”, “fund ”, “ wealth
management ”, “ financial lease”, “non-
financial guarantee or other similar
wordings. Since the Asset
Management Association of China
(“AMAC”) requires that names of
private equity (“PE”) funds and their
management companies must contain
wordings like “investment” or
“‘investment management”, such notice
virtually suspends the registration of
PE funds or related enterprises. It is
also reported that the State
Administration for Industry and
Commerce (“SAIC”), as well as the
AICs of other major cities such as
Shanghai and Tianjin, have also
suspended PE fund enterprises
registration. However, till now none of

the relevant AICs has made any
official announcement on this matter.

Recently, there is an obvious trend
that regulatory authorities are
strengthening the regulation of PE
industry: AMAC released several self-
discipline rules for PE industry in 2015
and 2016 and the China Securities
Regulatory Commission (“CSRC”) just
confirmed that the listing of PE
institutions on the National Equities
Exchange and Quotations (NEEQ) has
been suspended. It is suspected that
the intention behind this registration
suspension is to further strike
unregulated investment activities and
to promote a healthier regulatory
environment for the relatively young
PE industry in China. The suspension
period does not seem likely to last
long, though the exact timing is not yet
known.
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Shanghai Promised to Compensate Angel Investors for Up to RMB3 Million per Unsuccessful Investment

EHER R R B R RARHTAME . BATE

On December 29, 2015, Shanghai
Science and Technology Committee,
together with Shanghai Finance
Bureau and Shanghai Development
and Reform Commission, issued the
Interim Measures on Management of
Angel Investment Risks Compensation
(the “Measures”), aiming to expand
the angel investment scale, to boost
mass innovation and
entrepreneurship, and to make
Shanghai a technology innovation
center with global influence. The
Measures will become effective on
February 1, 2016 and valid for two
years. Previously, Jiangsu,
Guangdong and other provinces have
also released similar policies, the
amount of compensation under which
is typically caped at a number from
hundreds of thousands to a few
millions of RMB for each investment.

Under the Measures, the Shanghai
government will compensate venture
capital institutions for up to 60% of
their actual losses caused by
investments in scientific and
technological enterprises at seed
stage or up to 30% if at start-up stage.
The investments qualified for
compensation must be made after
January 1, 2015 and the amount of
compensation shall not exceed RMB3
million for each investment and RMB6

BEAME AR 300576

million for each investment institution
per year.

As defined in the Measures, seed
stage enterprises are those
incorporated for no more than 3 years,
with no more than 50 employees, total
assets of no more than RMB5 million
and annual sales or annual revenues
of no more than RMB5 million, while
start-up enterprises are those with no
more than 200 employees, total assets
of no more than RMB20 million and
annual sales or annual revenues of no
more than RMB20 million. Shanghai’s
relevant local standards shall apply
when determining whether those
enterprises are “scientific and
technological enterprises”. It is also
noteworthy that, only investment
institutions that have completed the
filing process with Shanghai’s venture
capital administration in accordance
with the Interim Management
Measures on Venture Capital
Investment Enterprises are qualified to
apply for the compensation.
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CSRC Issued New Rules to Restrict Share Sale by Major Shareholders and Senior Executives of Listed Companies

EMERA EMATBRERE “BAFHI”

On January 7, 2016, CSRC
promulgated the Regulation on
Shareholding Reduction by Major
Shareholders, Directors, Supervisors
and Senior Management of Listed
Companies (the "Regulation"), which
became effective since January 9,
2016.

The Regulation applies to sale of
shares by controlling shareholders and
shareholders holding more than 5% of
shares (“Major Shareholders”) as well
as directors, supervisors and senior
management of listed companies, but
excludes the sale by Major
Shareholders of the shares bought
from the secondary market. Pursuant
to the Regulation, Major Shareholders
shall disclose their share reduction
plans at least 15 trading days before
selling their shares through centralized
price bidding transaction at the stock
exchange. Moreover, the aggregate
amount of shares sold by a Major
Shareholders of a listed company
within any three month period shall not
exceed 1% of the total shares of such
company. In addition, even if a
shareholder ceases to be a Major
Shareholder due to share transfer

through agreement, the transferor and
transferee shall continue to comply
with the above disclosure and share
reduction requirements applicable to
Major Shareholders within the 6
months period after the share
reduction. Furthermore, the
Regulation also specifies the situations
under which directors, supervisors and
senior management shall not sell their
shares.

Subsequently, Shanghai Stock
Exchange and Shenzhen Stock
Exchange issued the Circular on
Implementing Matters relating to the
Regulation on Shareholding Reduction
by Major Shareholders, Directors,
Supervisors and Senior Management
of Listed Companies respectively to
implement the Regulations.
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New Cross-Border Financing Policy Expanded to Four FTZs

ENRERMBPBRT 2N RARKX

On January 22, 2016, the People's
Bank of China (“PBOC”) issued the
Circular on the Expansion of the Pilot
Program for the Macro-Prudential
Management of Overall Cross-border
Financing (the “Circular”) to expand
the scope of the pilot program for
macro-prudential management of
cross-border financing and integration
of RMB and foreign currency. Such
pilot program is now applicable to 27
banks (the “Pilot Financial
Institutions”) and non-financial
enterprises (excluding government
financing vehicles and real estate
enterprises) (the “Pilot Enterprises”)
incorporated in the four free trade
zones (“FTZs”), including Shanghai
FTZ, Guangdong FTZ, Tianjin FTZ
and Fujian FTZ.

According to the Circular, the Pilot
Enterprises and the Pilot Financial
Institutions may conduct cross-border
financing in both RMB and foreign
currency at their discretion, as long as
that they follow the macro-prudential

rules and the amount involved is within
the cross-border financing cap that is
calculated based on their capital or net
assets. Meanwhile, the Pilot
Enterprises and the Pilot Financial
Institutions are only required to
conduct prior or afterwards filings
instead of prior approvals for their
foreign debts. In addition, foreign
invested enterprises or banks in the
pilot program may choose to apply
either this new regime or the existing
cross-border financing regime also
applicable to them.

In February 2015, Shanghai FTZ
began to, as the first region in China,
allow domestic entities to conduct
overseas financing based on certain
risk conversion multiples and
according to the macro-prudential
rules (see the March 2015 issue of our
China Regulatory Updates for a brief
introduction). Aside from promoting
the aforesaid management regime to
support domestic entities’ overseas
financing, the Circular has also
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reflected the country’s recent effort to
integrate RMB and foreign currency
management. Furthermore, the
Circular adopts various other
measures, such as a system
monitoring macro risks of cross-border
financing, based on the previous pilot
program in Shanghai FTZ in order to
control systematic financial risks.
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NDRQ Sought Public Comments for Anti-Monopoly Guidelines on IPR Abuse
B R KRB AR U W R R B

Following the Provisions on the
Prohibition of the Abuse of Intellectual
Property Rights (IPR) to Eliminate or
Restrain Competition released by
SAIC in May 2015 (see the May 2015
issue of our China Regulatory Updates
for a brief introduction), on December
31, 2015, the National Development
and Reform Commission (“NDRC”)
published the Anti-monopoly
Guidelines on the Abuse of Intellectual
Property Rights (Draft for Comment)
(the “Anti-monopoly Guidelines”) to
seek public comments.

NDRC is the major authority in charge
of regulating IPR-related monopoly
agreement and abuse of dominant
market position. In the Anti-monopoly
Guidelines, NDRC specifies the
situations that may constitute
monopoly agreements: (i) IPR
agreements between competing
parties related to joint research and
development, patent pools, cross-
licensing or standard setting; (ii) IPR
agreements between non-competing
parties related to price restriction,
exclusive grant-back, non-challenge
clause or other restricted clauses. In

addition, NDRC also specifies factors
needed to be considered when
determining whether an IPR holder
has dominant position in the relevant
market and whether it has abused
such position.

The background of this Anti-monopoly
Guidelines is the famous abuse of
dominance case of Qualcomm Inc. in
2015, which has triggered an upsurge
of complaints and lawsuits of similar
cases. The current anti-monopoly
laws, however, do not provide
sufficient guidance on how to regulate
IPR-related anti-monopoly cases.
Once promulgated, the Anti-monopoly
Guidelines are expected to guide the
enforcement of IPR related anti-
monopoly laws, provide reasonable
expectation for market players, and
lower the compliance costs for relevant
enterprises.
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PBOC Tightened Regulation over Non-banking Online Payment Institutions

FEANRBIT AT (GERITSAI IS ST B E EIME)

On December 28, 2015, PBOC issued
the Administrative Measures on Online
Payment Services of Non-banking
Payment Institutions (the “Measures”)
for implementation as of July 1, 2016.

The Measures expressly prohibit non-
banking payment institutions that have
been approved to provide online
payment services (“Payment
Institution”) from operating, directly or
indirectly, businesses such as
security, insurance, credit and loan,
financing, wealth management,
guarantee, trust, currency exchange,
and cash deposit and withdrawal.
Meanwhile, Payment Institutions shall
not open payment accounts for
financial institutions or institutions that
engage in financial businesses such
as credit and loan, financing, wealth

management, guarantee, trust and
currency exchange. In addition, the
Measures have set up, among others,
real-name system for payment
accounts, classification and quota
management regime for individual
payment accounts and categorized
regulation regime for payment
institutions. Moreover, the Measures
include specific provisions to protect
customers’ rights to information as well
as rights related to information security
and fund security.

The Measures are issued to support
and implement the online payment
regulation requirement under the
Guiding Opinions on Promoting the
Healthy Development of Internet
Finance issued by PBOC and other
nine government authorities in July

4

2015. The various restrictions on the
service scope of payment institutions
under the Measures may well likely
impact the business models of internet
finance in the future.
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These updates are intended for information purpose only and are not a legal advice or a substitute for legal consultation for any particular case
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For further information, please write us at inquiry@hanyilaw.com.
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