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M&A /

CIRC Issued New Rules on M&A Involving Insurance Companies

RIE S &R A B FFEHTA

On April 8, 2014, the China Insurance
Regulator Commission (“CIRC”)
officially issued the Administrative
Measures on M&As Involving
Insurance Companies (the
“Measures”), which will come into
effect on June 1, 2014.

The Measures is applicable to M&As
of PRC domestic insurance
companies, exclusive of equity
investments in PRC non-insurance
companies or investment in foreign
insurance companies by PRC
domestic insurance companies. In
order to further encourage various high
-quality domestic and foreign capitals
to invest in insurance companies, the
Measures relax or even remove
several restrictions stipulated in the
Administrative Measures on Equities of
Insurance Companies effective in 2010
and other relevant rules. The
relaxations in the Measures mainly
include, among others, (i) subject to
CIRC'’s approval, buyers may borrow a
M&A loan up to 50% of the monetary
consideration involved in an M&A deal;
(i) subject to CIRC’s approval, an
investor does not need to wait for 3
years to increase its shareholding ratio
in an insurance company to a level of
more than 20%; and (jii) horizontal
acquisitions are no longer prohibited
and subject to CIRC’s approval, an
investor will be allowed to control two

insurance companies engaging in
same business line. It is noteworthy
that pursuant to the Measures, as for
M&As of domestic insurance
companies by foreign investors, if the
accumulative shareholding ratio of all
foreign shareholders in an insurance
company exceeds 25%, the foreign
investors will further be required to
meet the qualifications applicable to
foreign insurance companies
stipulated in the Administrative
Regulations on Foreign-Invested
Insurance Companies (including,
among others, having operated in
insurance sector for over 30 years,
having set up a PRC representative
office for more than 2 years and
having a total assets of no less than
USDS5 billion at the end of the past
year).

To secure the stability of the
transactions involved, the Measures
also set some restrictions on
behaviors of investors and investee
insurance companies during the
transitional period from the signing of
M&A agreement to the completion of
the relevant equity/share registration
and lock-up periods against the
investors.
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NDRC Further Cut Approval Requirements for Outbound Investment Projects
RIBAE/NRSME R I HBAEVEE T R&RHEEH

In early April, the National
Development and Reform Commission
(“NDRC”) issued the Administrative
Measures for Approval and Filing of
Overseas Investment Projects (the
“Measures”), which will be
implemented from May 8, 2014.
According to the Measures, overseas
investment projects with the Chinese
party's investment amount less than
US$1 billion will only be required to be
filed with NDRC as long as the
investments will not be made in
sensitive regions and nor will they
involve sensitive industries. This also
means that the scope of overseas
investment projects subject to NDRC’s
approvals is further narrowed down.
The Measures for the first timely clarify
the differences between the filing and

approval processes for overseas
investments in terms of the
procedures, contents and timing and
clearly set out the time limit for the
consulting firms as delegated by
NDRC to issue relevant assessment
reports during the approval process.
All the foresaid make the filing and
approval processes more transparent
and will, more or less, help the
investors to have a better estimation
as to how long the approval or filing
processes will take while making
investment initiatives in the future.

It is noteworthy that, according to the
Measures, any overseas investment
made in sensitive industries shall be
approved by NDRC. However, except
for setting out a list of some sample

industries for illustration purpose, the
Measures didn’t provide a detailed list
of “sensitive industries”, which to some
extent will leave uncertainty to certain
overseas investment projects as to
whether they are subject to a filing or
an approval process.
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Shanghai and Hong Kong Cross-Border Stock Trading Plan Established
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On April 10, 2014, the China Securities
Regulatory Commission and the
Securities and Futures Commission of
Hong Kong issued an Joint
Announcement (the “Announcement”),
approving the Shanghai Stock
Exchange, the Stock Exchange of
Hong Kong Ltd., and Clearing
Companies of both sides to initiate a
pilot program to establish a mutual
stock market access between
Mainland China and Hong Kong (i.e.,

TAXATION / Bilk

Preferential Tax Treatments Available to Certain Industries in Qianhai,

Shanghai-Hong Kong Stock Connect,
the “Stock Connect” ), which is
expected to be formally launched in
October 2014. Note that, at this initial
stage, only qualified investors are
allowed to trade on both Shanghai and
Hong Kong stock exchanges with
respect to the permitted shares within
the approved quotas.
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On April 8, 2014, the State
Administration of Taxation circulated
the Notice on Preferential Tax Policies
and Preferential Catalogue in
Guangdong Hengqin New Area, the
Fujian Pingtan Comprehensive Pilot
Zone and the Qianhai Shenzhen-Hong
Kong Modern Service Industry
Cooperation Zone (the “Notice”).
According to the Notice, the
enterprises engaged in the
“encouraged businesses” under the

preferential category of the Notice will
enjoy a 15% income tax rate if they are
registered in the above-mentioned
areas. This preferential tax policy will
be implemented for 7 years from
January 1, 2014 to December 31,
2020. Itis noteworthy, however, that
financial service sector, which used to
be a hot topic during the drafting
process of the Notic, was not included
in the preferential catalogue of the
Notice.
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Detailed Rules on Foreign Investment in Value-Added Telecom Service Industry and Cultural Industry

within Shanghai FTZ Released
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On April 15, 2014, the Ministry of
Industry and Information Technology
(“MIIT”) released and implemented the
Trial Administrative Measures for
Foreign Investment in Value-Added
Telecommunications Services in the
China (Shanghai) Pilot Free Trade
Zone (the “Measures”). The Measures
have mainly set out the approval
procedures, application requirements
and materials applicable to foreign
investment in value-added
telecommunication service within
Shanghai FTZ. Compared to foreign

investment in the same businesses
outside of Shanghai FTZ, the
Measures delegate MIIT’s approval
authority to the Shanghai
Communications Administration and
reduce the approval period from 5
months to 2 months.

In addition, in late April, the
Administration Committee of Shanghai
FTZ, Shanghai Municipal
Administration of Culture, Radio, Film
and TV and other 3 departments jointly
issued and implemented the Rules for
the Implementation of the Program for

Opening up Cultural Market in the
China (Shanghai) Pilot Free Trade
Zone (the “Rules”). Following the
Notice on the Implementation of
Cultural Market Administration Policy
in the China (Shanghai) Pilot Free
Trade Zone issued by the Ministry of
Culture late last year, the Rules mainly
set forth the approval procedures,
application requirements and materials
applicable to foreign investment in
production and sales of game and
entertainment devices, performance
brokerage and performance or
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entertainment places.

Release of the Measures and the
Rules makes investment by foreign
investors in the aforesaid business
sectors in Shanghai FTZ more
practical and executable.
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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
or circumstance. © Han Yi Law Offices Al rights reserved.
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