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Code of Corporate Governance for Listed Companies (2018 Edition) Released
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The China Securities Regulatory Commission (“CSRC”) released
the Code of Corporate Governance for Listed Companies (2018
Edition) (the “New Code”) on September 30th. This is the first
revision of the Code since its debut in 2002, which adds plenty of
new provisions to adapt to the changes in both domestic and
foreign markets and the development trend in corporate
governance, while in the meantime maintaining the core
substance of the previous Code. Set forth below are some major
changes adopted by the New Code:

1.

Added new Chapter on institutional investors’ participation
in corporate governance. In response to market changes
in the structure of investors in the capital market, the New
Code adds a new Chapter 7, “institutional investors and
other organizations”, to encourage and regulate
institutional investors to participate in corporate
governance and exercise shareholders rights under
applicable law. Specifically, institutional investors would be
able to take part in corporate governance by exercising
their rights to vote, rights to inquire, rights to submit
proposals and other shareholders rights, participating in
major corporate decision makings in accordance with laws,
regulations and the articles of association, nominating and
supervising directors and supervisors, and etc.

Enhanced protection for small and minority investors’ lawful
interests. The New Code enhances protection for small
and minority investors’ legitimate rights and interests in
many ways. It stipulates that all the shareholders should
be treated fairly; listed companies should actively repay
and reward their shareholders, and the articles of
association should specify the profit distribution method,
especially the cash dividend policy, and fully disclose the
reasons for not carrying out any cash dividend distribution
if all other conditions are met. In addition, the New Code
enhances in various aspects the restrictions for controlling
shareholders and/or actual controlling parties of listed
companies to improve the situations where some
controlling shareholders and/or actual controlling parties
could abuse their controlling position to harm the interests
of minority shareholders in practice.

Requlated corporate governance in change of control
situations. In view of the frequent competition for control
rights over listed companies in practice, the New Code
adds relevant provisions to specifically govern change of
control situations, requiring all parties to take effective
measures to ensure the stable operation of the underlying
company during the transitional period, and to report to the
CSRC and relevant stock exchange timely when any major
problem arises. In the meantime, in order to avoid disputes
arising from the use of anti-takeover measures by listed
companies, the New Code further adopts general
provisions stating that listed companies may not deprive or
restrict the legal rights of shareholders by means of their
articles of association and/or any related resolutions.

Established basic framework for information disclosure on
environment, social responsibility and corporate
governance (ESG). The New Code stipulates that listed
companies should disclose information on environment,
fulfillment of social responsibility and corporate governance
and regularly analyze their corporate governance status,
establishing the basic framework for ESG information
disclosure, with an aim to keep pace with the prevailing
ESG practice in the international capital market.

This year’s revisions have responded to new challenges and
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Draft Amendments to the Company Law Amended Provisions on Share Repurchase
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PRC E-Commerce Law Officially Released
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market demands in the area of capital market practice and
corporate governance concerning listed companies. The CSRC
indicates that they will continue to study and improve the
relevant rules and regulations and guide the formulation and
revision of relevant self-disciplinary rules to gradually improve
the corporate governance system and structure for listed
companies. We will continue to monitor the regulatory
developments in this connection.

(AFNEBIE

On September 6, 2018, the CSRC, together with several other
central government ministries, issued the Draft Amendments to
the Company Law (the “Draft”) to solicit public comments.

The Draft extends the four share repurchase situations currently
provided under Article 142 of the Company Law and improves
the relevant decision-making procedures. On the basis of the
original provisions, the Draft amends one and adds three
situations in which companies may repurchase their shares: (i)
for employee stock ownership plans or equity incentives (to
substitute the old rule on share rewards to employees), (ii) for
equity conversion of convertible bonds and warrants issued by
listed companies, (iii) as a necessity for listed companies to
maintain company credit and shareholders’ equity, and (iv) other
situations provided by the laws and regulations. Under the first
three situations, the board of directors of the company may adopt
such resolutions on share repurchase in accordance with the
company’s articles of association or the authorization by the
general meeting of shareholders. The maximum repurchase limit
is 10% of the total issued shares of the company. Relevant
shares may be transferred, canceled or held in stock as treasury
shares (if held in stock as treasury shares, the holding period
shall however not exceed three years).

The Draft mainly targets to improve the current situation where
the share repurchase of listed companies is rather limited in
practice and the decision-making procedure is not streamlined
enough, which leads to the low incentive for listed companies to
repurchase their shares and inadequate use of the share
repurchase function under the current legal framework. We will
continue to monitor and update on this revision process.

(RTREFE) ERXME

After four rounds of deliberations, the E-Commerce Law was
formally released on August 31, 2018 and will come into force on
January 1, 2019. Except for certain services such as Internet
finance and provision of audio and video services, publication
and cultural products through the Internet, all other business
activities involving provision of commodities and services through
information networks will fall under the jurisdiction of the E-
Commerce Law. We have summarized below some highlights of
this new law:

1. E-commerce operators are divided by this new law into
four categories: platform operators, in-platform operators,
operators through self-built websites, and other operators.
General provisions on registrations with industry and
commerce authorities, tax payments and maintenance of
valid licenses (if applicable) have been set out clearly. In
principle, e-commerce operators are all required to be
properly registered with competent industry and commerce
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authorities and to pay taxes applicable to them, which
hopefully could help deal with the current situation where a
large number of individual online stores are still operating
outside the scope of effective government supervisions.

Platform operators will bear special obligations according
to this new law. In view of the fact that e-commerce
platforms normally would involve platform operators, in-
platform operators (i.e., third-party merchants) and
consumers and other parties, the E-Commerce Law
attaches special obligations and responsibilities to the
platform operators, mainly including the duty to examine
the qualifications of the in-platform operators and to
monitor and control their daily operations. If a platform
operator knows (or should have known) that the goods or
services provided by any in-platform operator have
infringed the rights and interests of consumers but fails to
take necessary measures, such platform operator will need
to bear joint liabilities with the in-platform operator
concerned. In addition, the e-commerce platform should
cooperate with relevant government authorities in such
areas as true identity rule, market participant registration,
tax collection and management, network security,
intellectual property protection and so on.

The new law establishes antitrust rules for the e-commerce
industry. Based on the existing PRC antitrust legislation,
the E-Commerce Law stipulates in principle that the factors
such as the technological advantages, the number of
users, the ability to control the relevant industry sectors
and the dependence of other operators on the transactions
of any specific e-commerce operator can all be taken into
consideration when determining whether a dominant
market position by such an e-commerce operator has been
constituted. This antitrust rule is a response to the high
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ol 5. Commerce Law has responded to some of the hottest issues and
regulation requirements in the industry, and provided guidance

for the further development of the e-commerce industry and the
orderly operation of various e-commerce platforms.
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