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Shenzhen Launched New Measures for Pilot QFLP Program
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On September 22, 2017, Shenzhen Financial Services Office,
Shenzhen Economy, Trade, and Information Committee,
Shenzhen Market Supervision Administration and Qianhai
Administration Bureau jointly released new rules for the pilot
QFLP program in Shenzhen, the Measures of Pilot Program for
Foreign Invested Equity Investment Enterprises in Shenzhen (the
“Measures”). The Measures were formulated based on the
Interim Measures for Launching a Pilot Program for Foreign
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Invested Equity Investment Enterprises in Shenzhen (the
“Original Measures”) issued in November, 2012 and will replace
the Original Measures from December 1, 2017. Compared to the
previous QFLP policies, the Measures have made the following
noteworthy clarifications, supplements and amendments:

1.

Expanded the scope and management methods for pilot
funds: The Original Measures only allowed a foreign
invested private equity fund management enterprise (“Pilot
FM) to manage the foreign invested private equity or
venture capital funds (the “Pilot Funds”) sponsored by the
Pilot FM (i.e., the “foreign for foreign” management mode).
According to the Measures, the following management
modes are now permitted:

(@) The “foreign for domestic” management mode: In
addition to the Pilot Funds, a Pilot FM is now also
allowed to manage domestic-funded private equity
and venture capital funds; and

(b)  The “domestic for foreign” management mode: All
qualified domestic-funded private equity and venture
capital fund management enterprises’ are permitted
to sponsor or manage Pilot Funds.

2. Clarified qualifications applicable to limited partners of a
2. W TRAESHRSIKNI S TR Pilot Fund: With regard to the Pilot Funds taking the form of
w ; limited liability partnership, the Measures set different entry
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%) Bk BB R S S A R IR AR limited partners of such funds, which are generally
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TR THE by the Asset Management Association of China (“AMAC”).
. o . 3. Set limitations on the investment direction of a Pilot Fund
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4. Streamlined the registration and filing system and post
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effect supervision: The Measures expressly required the
Pilot FMs and Pilot Funds to register or file with AMAC in
accordance with prevailing rules and practice. The trustee
banks are required to conduct post effect supervision over

'To manage a Pilot Fund, a domestic-funded fund manager shall (i) be registered in Shenzhen and filed with AMAC, (ii)
have proprietary assets of no less than RMB500 million for more than 6 months or have managed assets of no less than
RMB1 billion during the last financial year, and (iii) have not been penalized by any judicial or regulatory authority during
the past 3 years.
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the income and profits of all projects managed by a Pilot
FM.

The Measures echoed the national policies of “widening market
opening to foreign investors” and “encouraging capital inflow and
controlling outflow” and were intended to motivate more foreign
and domestic investors to participate in the pilot program.
However, the Measures failed to define the foreign/domestic
nature of the funds with domestic investors as their limited
partners and foreign invested enterprises as their general
partners. It also failed to clarify whether the Pilot Funds can
legally extend loans to other companies, which has been a rather
controversial issue for private equity funds in practice.

NEEQ Announced Key Review Points for Material Asset Restructuring of NEEQ-Listed Companies
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On October 17, 2017, the National Equities Exchange and
Quotations Co., Ltd. (“NEEQ”) released the Key Review Points
for Material Asset Restructuring Involving NEEQ-Listed
Companies (the “Key Points”) and the Review Progress Chart for
Material Asset Restructuring Projects of NEEQ-Listed Companies
under Review, in order to further improve the efficiency and
transparency of the examination and review process of the
material asset restructuring projects involving NEEQ-listed
companies.

The Key Points intend to further prevent NEEQ-listed companies
from engaging in insider trading by clarifying and streamlining the
review requirements of such key procedures involved in material
asset restructuring project of NEEQ-listed companies as
reporting of persons having access to inside information, initial
information disclosure, and filing of the purchase of assets by
offering new shares. The key review points include capital
contribution of the target company, special arrangements among
shareholders such as performance commitment by relevant
shareholders and makeup mechanism, share redemption and
anti-dilution provisions, the valuation reasonableness of the
target assets, and other compliance aspects.

SAT Clarified Source-Based Withholding of Enterprise Income Tax on Non-Resident Enterprises
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On October 27, 2017, the State Administration of Taxation
released the Announcement on Certain Matters Concerning
Source-Based Withholding of Enterprise Income Tax on Non-
Resident Enterprises (the “Announcement”). The Announcement
will take effect from December 1, 2017. A few related rules
including the Interim Measures for the Administration of Source-
Based Withholding of Enterprise Income Tax on Non-Resident
Enterprises (the “Interim Measures”) will be cancelled
simultaneously.

The Announcement is a major overhaul to the previous rules
governing source-based withholding of enterprise income tax on
non-resident enterprises. Major revisions include (i) cancellation
of the contract filing requirement on tax-withholding agents as
required under the Interim Measures, (ii) clarification of the actual
payment date of dividends being the date when the tax
withholding obligation falls due, and (iii) clear allocation of duties
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among different tax authorities involved in any source-based tax
withholding case, which provides clearer and more
straightforward guidance to taxpayers and tax withholding
agents.

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.

For further information, please write us at inquiry@hanyilaw.com.
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