# — B F B AT

HAN YI LAW OFFICES

May 2019

TABLE OF CONTENTS / AHHARE

OUTBOUND INVESTMENTS / B/ %

MOFCOM Solicits Public Comments on Updated Draft Rules
Governing Report of Outbound Investments / P45 sixt 4% 7R
it FEE 20 DUIE SR 23 AR L

COMPANY LAW / A"

Judicial Interpretations (V) of Company Law Issued / fxmPbi &AM (4
ANE) mlEMERE (T

CAPITAL MARKET / %¥&T%

CSRC Updated Guidelines on Articles of Association of Listed
Companies / IEWSEN (AT AR EREHES])D

SHSE Released Guidelines for Offering and Underwriting of Stocks on
Sci-Tech Innovation Board / _EAZ T AAG R GIAR SR K AT SR HH L 55 1
5l

INTELLECTUAL PROPERTY RIGHTS / &1iRF=AL

Trademark Law and Anti-Unfair Competition Law Amended to
Enhance Protection of Intellectual Property Rights / (Fibsik) fl (Jx
AIEBTEFHE) FIRMELT, I k0B fr e




o — 6 F YR

HAN Y1 LAW OFFICES

CHINA REGULATORY UPDATES

May, 2019

OUTBOUND INVESTMENTS / 34M%%

MOFCOM Solicits Public Comments on Updated Draft Rules Governing Report of Outbound
Investments T % EREAAT SN RS i BE4H NIAESR AR E

20194F4A8H, MEMKRMT I RE KRR (%
HE) M SEEAnIY  (AESRAE WA GESRE
Y 7D FERA S ATFAERE . (AERE IR T5
MR HE20184E1H LEB I TEC G KA (W AM BT % &
) WMEGITINEY  GEE LR (FE /T 77E
)& 201842 A 7D e, H— LAk T Ak B sk
P B I A ) DL R R B AT R S5 B
(E=E P

RAE (ER B IR , TANERMESERE
WD FIFC AR BB AT X AME R IR L%, W TR
FERREE, (ERELR) 4T 7THE XSS
b, BIPCR B FIRE S A RS S — E R A
v SEBRIR B AT, BT (IESRE AR A3t
Wt 5. TERTIREHETTTH, T4 R 5T i
of A F R A JBAT S5 R Bt A2 MR L — 2 1 il »
BRI E AL PEXIMER R (i) F85%.

BETE, (ERE LR BovaEmt e 7 x4
VAR 45 30112 T 4R 2 R R A AE R, ARYE AT
e, BT R T HAT MR E AN E B
EXTAMERIAAE S, WF &2 A AT E R
KEERERE. EESTEDAEIREENE, (i
KA WA BRI, it RAOTE ARSI

COMPANY LAW / AgEE

Judicial Interpretations (V) of Company Law Issued &5

20194F4 H28H, mm AR ( “Bmbi” ) 2
(CRFIE A< N RALFE A 7/2»5%5@%5@39@
(B Y C“(AAEMmBERY 7 ), H201944H
29H R HIAT, VAE—BVE S (A RNEY XN AR AL
RS LR ARNTS (ABNEMBRH) FEAR
FIfAE
1. MVERIREZ G M “SemE TR FENH
K, (AFNEMBRID W T T fE R A
PR, BEAFRF R S, BRKER
AR FAENELE LR F AR N R R R i E
VB2 5 AT

2. WiMhEEPUSTC MR . RAE (X EEM R
T Rt be A SRR, BRI TE SN, o
A5 HEHLZ AR RARMINEANRIERR, H
M7 I ZA AR R ERAL, R E SR
T, O E) 2T AR AR 4 BB AR R 2 Tl

On April 8, 2019, the Ministry of Commerce (“MOFCOM”)
released a new draft of the Detailed Rules on Reporting of
Outbound Investments Subject to Filing or Approval
Requirements (the “Draft Rules”) for public comments. In
accordance with the Interim Measures on Reporting of Outbound
Investments Subject to Filing or Approval (please refer to our
January 2018 issue of China Regulatory Updates for details)
issued in January 2018, the Draft Rules has refined guidance
and regulations on the matters subject to reporting, the reporting
time limits and the liabilities for failure to report or failure of a
timely report.

It is further clarified in the Draft Rules that any investor who has
obtained filing or approval with respect to its overseas investment
has an obligation to report to MOFCOM or its local counterpart.
For round-trip investments, the domestic investors will be
exempted from all the other overseas reporting obligations
associated with such investments as provided in the Draft Rules
except for the obligation to monthly report the actual investment
amount made by the domestic investors in the first layer offshore
entity. In terms of punitive measures, the Draft Rules has
authorized competent authorities to take certain measures
against the investors who fail to fulfill their reporting obligations,
including among others, suspending the filing or approval
procedure for existing or future outbound investments.

In general, with respect to the reporting system administered by
MOFCOM, the Draft Rules has provided detailed procedures and
requirements in all major aspects. According to applicable laws
and regulations, investors shall also report to competent foreign
exchange regulators and the National Development and Reform
Commission regarding their outbound investments. But it
remains unclear under the Draft Rules as to whether and when a
unified reporting system will be launched to facilitate information
sharing and joint supervision among various departments. We
will continue to monitor and timely update major developments in
this connection.

BekAn (ARIML) FVEMRE ()

On April 28, 2019, the Supreme People’s Court of China (the
“Supreme Court”) issued the Provisions on Several Issues
Concerning Application of Company Law (V) (the “Part V
Interpretations”), which has taken into effect on April 29, 2019.
The Part V Interpretations represent a step forward to further
protect lawful rights and interests of minority shareholders. Set
forth below are our general observations of some highlights in the
Part V Interpretations for your easy reference:

1. Regulation on Related-Party Transactions. Based on the
substance-over-form principle, the Part V Interpretations
state clearly that no controlling shareholder or other
responsible party of a company may get exempted from the
liabilities for related-party transactions in violation of the fair
-market principle and against company interests merely
based on the defense of due process;

2. Adoption of Director Dismissal without Cause. According to
the Part V Interpretations and some further explanations
from the Supreme Court, the relationship between a
company and its directors except for employee directors,
shall be regarded as being established based on
entrustment under which both parties have arbitrary rights
to terminate such relationship. Therefore, a company is
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entitled to dismiss its director at any time by resolution of
(general) shareholders meeting regardless of whether the
tenure of such director expires or not, though the
dismissed director shall be reasonably compensated, as
appropriate, by the company; and

3. Clarification of Time Limits for Profit Allocation. When a
company made the resolution to allocate profits, it is
required under the Part V Interpretations to complete the
allocation within the time period settled in the resolution or
its articles of associations, whichever is earlier; and in no
case shall the maximum time period exceed one year from
the date on which the resolution is made.

In addition, the Part V Interpretations have also refined
implementation process of lawsuits initiated by shareholders on
behalf of a company and encouraged shareholders of a limited
liability company to resolve deadlock situations through
negotiations in order to secure a sustainable operation of the
company.
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On April 16, 2019, the China Securities Regulatory Commission
(the “CSRC”) issued Decisions on Amending Guidelines on
Articles of Association of Listed Companies (the “Amended
Guidelines”), immediately effective upon release. The Amended
Guidelines set forth regulatory requirements for listed companies
with special voting rights for certain shareholders so as to
accommodate the special voting rights system applicable to
potential issuers on Sci-Tech Innovation Board, and also reflect
new revisions in the amended Company Law concerning
qualified share repurchase situations of listed companies.
Besides, the Amended Guidelines revise provisions on the form
of general shareholder meeting, procedures for dismissing
directors, the special committees set up by the board of directors
and among others, taking a step forward to improve the
governance structures and the compliance operation of listed
companies.

SHSE Released Guidelines for Offering and Underwriting of Stocks on Sci-Tech Innovation Board
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On April 16, 2019, Shanghai Stock Exchange (the “SHSE”)
released Guidelines for Offering and Underwriting of Stocks on
Sci-Tech Innovation Board (the “Guidelines”), with the effort to
regulate such key aspects of offering and underwriting of stocks
on Sci-Tech Innovation Board as qualification of strategic
investors, strategic allotment system, the over-allotment option
and among others.

According to the effective Measures for Administration of
Offering and Underwriting of Securities (the “Measures”)
applicable to issuers on main board, SEM and GEM board, only
issuers whose initially offered shares are over 400 million (the
“Minimum Issuing Amount”) will be eligible to allot shares to
strategic investors and apply the over-allotment option (the so-
called “Greenshoe Option” at overseas securities markets).
Unlike the Measures, the Guidelines do not have such Minimum
Issuing Amount requirements in the aforesaid two situations.
According to the Guidelines, the strategic investors of an issuer
participating in strategic allotment can be crucial business
partners of the issuer, specific asset management plans
established by the issuer’s senior management and core
employees and institutional investors among others. As for the
over-allotment option, except for the requirement on the
Minimum Issuing Amount, the Guidelines basically follow all
other rules in this aspect as set forth in the Measures.
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On April 23, 2019, the Standing Committee of the PRC National
People’s Congress released amendments to the Trademark Law
(the “2019 Trademark Law”) and the Anti-Unfair Competition Law
(the “2019 AUCL”), which will respectively take effect on
November 1, 2019 and the date of promulgation.

In order to prevent trademark squatting, the 2019 Trademark
Law authorizes competent authorities the right to deny bad-faith
trademark registrations without genuine intent to use, meanwhile,
it raises the upper limit on indemnification liabilities for malicious
trademark infringements. The 2019 AUCL enhances protections
for trade secrets in various aspects, including among others,
expanding the scope of trade secrets to include all trade
information, subjecting all entities and individuals rather than just
business operators as potential trade secret infringers, and
particularly reversing the burden of proof in civil trade secret
cases from the relevant infringee to the infringer. Under the 2019
AUCL, the infringees’ obligations to adduce proofs are only
limited to reasonable prima facie evidence for security measures
taken for trade secrets and facts of infringements, which have
significantly reduced the right holder’s burden of proof.

The 2019 Trademark Law and the 2019 AUCL echoed the
recently issued PRC Foreign Investment Law (please refer to our
April 2019 issue of China Regulatory Updates for details) which
notably emphasized protection of intellectual property rights and
trade secrets of foreign investors and foreign-invested
enterprises, reflecting China’s efforts to further protect intellectual
property rights and to firmly continue with its opening-up policy
for foreign investments.
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