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The State Council Issued a Series of Policies on SOE Reform and New Economic System
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This month, the State Council issued a
series of general guidelines, aiming at
further promoting market-oriented
reform and economic development.

On September 13, 2015, the CPC
Central Committee and the State
Council issued the Guiding Opinions
on Deepening the Reform of State-
owned Enterprises (SOEs) (the
“Guiding Opinions”), in an effort to
promote the corporate and
stockholding system reform for SOEs,
and to encourage private investors to
participate in the restructurings of
SOEs, capital increase of state-
controlled listed companies, and
management of SOEs through various
approaches including capital
contribution, share acquisition,
purchase of convertible bonds and
stock swap, etc. Furthermore, the
Guiding Opinions state that projects in
line with industrial policies and
conducive to transformation and
industry upgrade shall be put in place
for private capital in sectors such as
petroleum, natural gas, power, railway,
telecommunication, resource
exploitation and public utility. The
State Council has issued the Opinions
on Mixed Ownership Development of
SOEs as a supporting document on
September 24, 2015, stating that
foreign capital shall be introduced in
the restructurings of SOEs through
outbound M&As, investment and
financing cooperation, offshore
financing, etc. and security review
mechanism for foreign investment
shall be improved in accordance with
the Catalogue for Guidance of Foreign
Investment Industries and other
related rules.

On September 17, 2015, the CPC
Central Committee and the State
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Council issued Several Opinions on
Building up an Open Economic
System (the “Opinions”). The
Opinions propose to enact new
fundamental law for foreign
investment, under which foreign and
domestic investors will be subject to
the same rules in general aspects
such as company formation and
operation, and the “negative list’
approach will be adopted to regulate
market access of foreign investment.
As such proposed reform was already
included in the Draft Foreign
Investment Law issued by the Ministry
of Commerce in January 2015, the
issuance of the Opinions is a sign that
the Foreign Investment Law may be
finalized and promulgated soon in the
near future. Moreover, the Opinions
propose to accelerate the
establishment of QDII2 system,
expand the cross-border use of RMB,
further open up to Hong Kong, Macao
and Taiwan, develop various types of
outbound investment funds, and
encourage enterprises from the
mainland and Hong Kong/Macao to
cooperate through setting up
investment funds.

In addition, the State Council also
issued several guiding documents to
encourage and support cross-border
financial leasing, cross-border RMB
businesses of financial leasing
companies, active use of big data to
simplify the administrative procedures
for business registration and market
access, etc. However, all those
documents are guiding opinions and
the detailed implementing rules are yet
to be promulgated by relevant
authorities.
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SSE and SZSE Regulated Information Disclosure concerning “PE + Listed Companies” Mode
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In an effort to regulate the unjust
interest relationship arising from the
cooperation of private equity funds
and listed companies under the
popular “PE + Listed Companies”
mode (e.g. private equity funds to
subscribe for shares of listed
companies, to jointly set up buyout
funds with listed companies, or enter
into other contractual arrangements
with listed companies), Shanghai

Stock Exchange (“SSE”) and
Shenzhen Stock Exchange (“SZSE”)
recently issued several documents to
set out explicit requirements on listed
companies’ information disclosure
concerning their investment
cooperation with professional
investment institutions. These
documents include the Guidelines on
Information Disclosure concerning
Investment Cooperation Between
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Listed Companies and Private Equity
Funds issued by SSE, and several
Memoranda on Information Disclosure
issued by SZSE for companies listed
on main board, small and medium
enterprises board and growth
enterprise board. However, the
aforesaid documents are not
applicable to professional investment
activities routinely conducted by
securities companies and other listed
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financial companies.

These documents not only specify the
situations and entities subject to the
new rules, but also set out detailed
disclosure requirements for different
cooperation patterns and stages. To
avoid improper related party
transactions, the listed companies
shall disclose information concerning
whether private equity funds or
professional investment institutions
are affiliated or have any interest
arrangement with listed companies or
their controlling shareholders, actual
controllers, directors, supervisors and
senior officers, and whether those
funds or institutions directly or
indirectly hold shares of listed
companies, etc.

It is noteworthy that, among others,
the information disclosure

requirements of SSE and SZSE are
not exactly the same, so the
companies listed in SSE and SZSE
may follow different rules. To meet the
new requirements, listed companies
should disclose information in strict
compliance with related rules, while
investment institutions also need to
pay more attention on compliance
issues when cooperating with listed
companies.
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NDRC Abolished Foreign Debt Quota Approval
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In May 2015, the State Council issued
announcement to remove NDRC'’s
power to approve enterprise’s foreign
debt quota. To implement this
decision, NDRC officially released the
Notice on Promoting Administrative
Reform on Filing and Registration
System for Enterprises Issuing
Foreign Debt (the “Notice”) on
September 15. The Notice defined
“foreign debt” as liability instruments
(including offshore bond issuance, mid
- and long-term international
commercial loans, etc.) issued by
domestic enterprises or their foreign
enterprises/subsidiaries toward foreign
entities, with maturity term of over one
year and quoted in RMB or foreign
currencies. The Notice adopted a
filing regime with national quota
control system to replace the previous
NDRC approval system. Enterprises
shall submit filing materials with NDRC
before issuing foreign debt and NDRC
will decide whether to accept the filing
or not within 5 business days upon
receipt of materials. If NDRC decides
to accept the filing and the proposed

foreign debt is within the national
quota, it shall issue certificates within 7
business days upon acceptance.
Enterprises may use the collected
foreign debt at home or abroad based
on their needs. As a countermeasure
to economic downturn, such
administrative streamlining facilitates
enterprises to raise low-cost foreign
funds. However, it is noteworthy that,
the Notice expanded the application
scope from domestic enterprises to
their foreign enterprises/subsidiaries,
and did not, as NDRC used to, exclude
foreign invested enterprises (since
they are subject to the regulation of
“total investment/registered capital”
regime). Concerning that SAFE is still
responsible for cross-border fund flow
control, it remains to be seen how
NDRC and SAFE would coordinate
with each other and whether this
advance filing system will turn out to
be another kind of approval in practice.
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OTHER DEVELOPMENTS / HfhEE

CIRC Allows Insurance Capital to Sponsor Private Equity Fund
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After allowing the investment of
insurance capital in equity of
enterprises at mature and starting
stages, the China Insurance
Regulatory Committee (“CIRC”)
recently released the Notice on
Matters Relevant to Establishing
Insurance Private Equity Funds (the

“Notice”), allowing insurance capital to
directly sponsor insurance private
equity funds targeting equity
investment in order to further
encourage the use of insurance capital
to boost real economy. Pursuant to
the Notice, the sponsor of such private
equity fund shall be a subsidiary of an
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insurance capital management
institution. The establishment of
insurance private equity funds is not
only subject to the general filing
requirement for PE funds, but also the
registration requirement under which
the insurance capital management
institution or the sponsor shall apply
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with CIRC to go through relevant
procedures. The Notice also set up
specific rules on various aspects of
insurance private equity funds, such
as shareholding, investment projects,
personnel and operation, etc.

ARIZ L TEOT PR I 9% e A3 BT S Al A

FIE LB, S, RS A A

(R T BEAL PR FG AA 57 2 < S R ) 3
Oy CCGEED 7D, RTFRR S
BB AL S G AT IR B, ULt
G SR S B8 SRR SRR R E . AR
R 5 FASEIE G RN N R
B Bt A BRI ) R R AL AR . RIS

B WA SERE S ATV M, R RS
AR E DR AE R Sy NI
FIE IR BEAR S T8, JFAT) s 4% AL 53 5k
S CEOREAT R KA R, Gl
RIS, BH. AR, &
RS JrmR 7 BAREDR,

Beijing Court Upheld the Validity of Crowdfunding Contract in China’s First Crowdfunding Case
EFEEFIABMBER—HAERZMESRA R

On September 15, the Beijing Haidian
District People’s Court announced the
judgment of first instance on the
dispute arising from a financing
service contract between the
restaurant company Beijing Normido
and the financing platform operator
Beijing Feidu, under which Beijing
Normido entrusted Beijing Feidu to
raise funds on its platform “Renrentou”
for Beijing Normido’s business

operation. The court ruled that such
contract is valid and constitutes a
brokerage relationship between the
parties. Since currently there is no
clear rule applicable to crowdfunding,
the judgment of Haidian court provided
guidance from legal perspective and
left room for future development of
online financing business.
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