w— 129 B 5

HAN Y1 LAW OFFICES

October 2021

TABLE OF CONTENTS / &HAA

CAPITAL MARKET / &A1
China Set Up Beijing Stock Exchange / H' [ #7246 B5UUEF#5E 5 B 2

China Expanded Pilot Scope of Red-Chip Enterprises for Listing / 3
SRESE NI (e A M i ER W A




I

sk — 11 9 B 451

HAMN Y1 LAW OFFICES

CHINA REGULATORY UPDATES

October, 2021

CAPITAL MARKET / ¥A&Th

China Set Up Beijing Stock Exchange
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With the aim to further deepen the reform of the National Equities
Exchange and Quotations (the “NEEQ”), convert the NEEQ
Select, the highest tier of NEEQ stocks to be listed on a public
stock exchange market, and further implement the pilot scheme
of registration-based public offering system, the Beijing Stock
Exchange (the “BSE”) was formally set up in early September,
2021 as China’s third largest stock exchange following the
establishment of the Shanghai Stock Exchange (the “SSE”) and
the Shenzhen Stock Exchange (the “SZSE”) in 1990.
Subsequently, the China Securities Regulatory Commission (the
“CSRC”) and the BSE separately released several draft
regulations in connection with some basic regulatory systems
and core business of the BSE for public review and opinions,
which showed somehow differentiated positioning of serving
middle and small-sized enterprises, based on the basic systems
of the NEEQ Select. The draft regulations preliminarily set out
the basic regulatory system for BSE, with the following highlights:

1. Registration-based public offering system. The stock
offering and transaction procedures of the BSE are

substantially the same as those implemented on the
Science and Technology Innovation Board of SSE or the
SSE STAR Market, and the Growth Enterprises Market of
SZSX or the ChiNext Market under the pilot registration-
based public offering system which includes two major
procedures of the review by the stock exchange and
registration with the CSRC. The regulatory time periods for
review by the BSE and CSRC are 2 months and 20
business days, respectively, excluding time spent for
preparing responses to and communicating with the
relevant authorities with respect to their feedbacks, which
are generally shorter than those required by the SSE STAR
Market and ChiNext Market. The BSE is positioned to
serve innovative middle and small-sized enterprises with a
priority to support enterprises in such industries as
advanced manufacturing industry and modern service
industry, among others, while the SSE STAR Market will
continue to keep a special eye on “hard and core
technology”, and the ChiNext Market dedicates to serve
“growth-oriented innovative and star-up enterprises”.

2.  Listing requirements consistent with those for NEEQ

Select. Stocks listed on the NEEQ are currently divided
into 3 tiers (i.e., the NEEQ Base, NEEQ Innovation and
NEEQ Select). Initially, the BSE will accept all companies
which are currently recognized and regulated as the NEEQ
Select, as the first batch of companies qualified for listing
on the BSE. For a new listing applicant, it should firstly
stay listed on the NEEQ Innovation for 12 consecutive
months. Besides, the listing requirements of the BSE are
basically translated from those for the NEEQ Select, which
will not limit the industries of the applicants but based on a
comprehensive consideration in terms of market value,
income, net profit and research input, among others. To
support different types of companies in diversified growth
phases, the listing requirements of the BSE in general are
more relaxed than those of the SSE STAR Market and
ChiNext Market. As of September 22, 2021, there are
some 66 companies listed on the NEEQ Select and 1,247
companies listed on the NEEQ Innovation.

3. Shorter lockup periods compared to the SSE STAR
Market and ChiNext Market. Same as the SSE STAR
Market and ChiNext Market, the mandatory lock-up period
for pre-IPO shares owned by ordinary shareholders on the
BSE is also 12 months starting from the listing date.
However, for such special shareholders of a listed
company as its controlling shareholders and persons acting
in concert, its directors, supervisors and senior managers,
the lockup period will be 1 or 2 years according to the
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China Expanded Pilot Scope of Red-Chip Enterprises for Listing
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profitability status of the company at the time of listing,
which in general seems shorter than that of the SSE STAR
Market and ChiNext Market.

Generally speaking, the BSE inherits the existing system of the
NEEQ with the purpose of clearing the channel from the NEEQ to
the BSE, sticking with the market position of serving innovative
middle and small-sized enterprises, growing with the SSE and
SZSE in their own directions and will be helpful to the regulatory
innovation and structural balance of China’s capital market. As
the regulations of the BSE are still in the process of formulating
and seeking public opinions and remain subject to further
revisions and adjustments, we will keep a close eye on any major
development in this connection and timely update our clients who
are interested in this topic.

HEY KRLELWARA EHRR

On September 17, 2021, the CSRC issued the Announcement on
Expanding the Pilot Scope of Red-Chip Enterprises to Be Listed
in the Mainland (the “Announcement”) with the main purpose to
expand the industry scope of red-chip enterprises (mainly the
overseas enterprises ultimately controlled by PRC individuals or
entities with their main business activities in mainland China)
qualified to be listed on China’s Main Board, Science and
Technology Innovation Board, and Growth Enterprise Market.

Pursuant to the Notice of Opinions on the Pilot Scheme of
Innovative Enterprises Issuing Stocks or Depository Receipts in
the Mainland issued on March 22, 2018 (or the “2018 Scheme”),
qualified red-chip enterprises engaged in such industries as the
internet, big data, cloud computing, artificial intelligence, software
and integrated circuits, high-end equipment manufacturing and
biomedicines are allowed to apply for listing on mainland China’s
capital markets. The Announcement expanded the industry
scope of qualified red-chip enterprises by incorporating such high
-tech and strategic emerging industries as new generation of
information technology, new energy, new materials, new energy
vehicles, new environmental protection, aerospace and marine
equipment, and among others into the 2018 Scheme. Besides,
according to the Announcement, red-chip enterprises of national
strategic significance are not subject to the aforementioned
industry restrictions, although it is not yet clear as to what kind of
enterprises could be recognized as being of “national strategic
significance”.

Since the kick-off of the 2018 Scheme, some 4 red-chip
enterprises have successfully made their ways for listing on the
Growth Enterprise Market of the Shanghai Stock Exchange, out
of 10 red-chip applicants. With more opportunities for red-chip
enterprises to be listed in China as a result of the expansion of
the industry scopes under the Announcements and stricter listing
requirements and supervision by overseas capital markets on
Chinese companies, China’s capital market is expected to
welcome more quality red-chip enterprises.
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