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Newly Amended Patent Law Adopted
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To deepen the reforms of administration on foreign institutional
investments, following the provisions jointly released by the
People’s Bank of China (“PBOC”) and the State Administration of
Foreign Exchange (“SAFE”) in May 2020 to remove the quota limits
and unify registration administrations on Qualified Foreign
Institutional Investors (“QFlIs”) and RMB Qualified Foreign
Institutional Investors (“RQFIIs”, together with QFlIs, the “Qualified
Foreign Investors”) (please refer to our May & June 2020 issue of
China Regulatory Updates for details), the China Securities
Regulatory Commission (“CSRC”), PBOC and SAFE jointly issued
the Measures for the Administration of Investments in Domestic
Securities and Futures by Qualified Foreign Institutional Investors
and RMB Qualified Foreign Institutional Investors, as well as
relevant implementation measures on September 25, 2020. Shortly
thereafter, the China Securities Depository and Clearing
Corporation Limited (“CSDC”), the Shanghai Stock Exchange and
the Shenzhen Stock Exchange successively issued measures and
guidelines on securities trading by QFlls and RQFlIs on October 30,
2020 (all the above mentioned documents, collectively, the “New
QFIl Regulations”). The New QFIl Regulations have taken effect on
November 1, 2020, with major changes including, among others:

1. Lowered Thresholds for Eligible Applicants. The New QFII
Regulations have streamlined the eligibility requirements on
Qualified Foreign Investors by removing certain quantitative
criteria such as the scale of assets managed by the investors
and their business experiences. It has expanded the scope of
eligible applicants to include not only investors with financial
business licenses but also all types of foreign institutional
investors recognized by CSRC, which, based on recent cases
approved by CSRC, is likely to even include PE fund
managers, hedge fund managers and other overseas
institutional investors as well.

2. Expanded Scope of Permitted Investments. In addition to the
existing investment categories, under the New QFlI
Regulations, Qualified Foreign Investors are allowed to invest
in, among others, financial derivatives such as financial and
commodity futures, shares traded on the “New Third
Board” (i.e., China’s OTC board) and private securities
investment funds where the ultimate investment scope of
which conforms to the Qualified Foreign Investors’ investment
scope.

3. Added New Conditions for Transfers unrelated to Trading.
Before the New QFIl Regulations, the no-trading transfer (i.e.,
share transfers made through CSDC directly from one party
to another) was only applicable to corrections of trading errors
by Qualified Foreign Investors. Now the Qualified Foreign
Investors, when acting as fund managers, are allowed to
apply for no-trading transfers on behalf of their clients’ funds
contributed by overseas investors if such overseas investors
replace their fund managers or obtain a QFII/RQFII license by
themselves, offering more flexibilities to foreign investments in
China.

In the context of an overall opening-up reform in the financial
industry, the New QFII Regulations take a step forward to provide
foreign investors with more convenient opportunities to participate in
China’s capital market. We will continue to monitor major
developments in this connection and update our clients accordingly.
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On October 17, 2020, the 22nd session of the Standing Committee
of the 13th National People’s Congress passed the Decisions on
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Tax Authorities to Collect Social Security in Several Cities

D SR 55 e 5k k2 DR I 2R AR WS4 i 5 )
Jemts Ll RIS 2 HIEURHLOS T 2020410 30 H
GGy AT IR A T, WA RILRE Aok AT 3% T 2 ORI
PRt MBS AT g . BARRYE B A T
AR B AR Bl 409 R B e I S T s A 3
AORFFAZ, EHECT AT 5 SR OR S ARSI N
RIS S ORBEER T, 55 M 11 REMS S It 22 42 f ol
F 5545 B R 2% SR A RAE WO A 5 AT RED,
] b A b 2R R 7 244 B8 e 5w O 2 Sah 7 T ) 5
R o

Revising the PRC Patent Law. The revised Patent Law (the “New
Patent Law”) will take effect on June 1, 2021.

The New Patent Law made some major revisions and improve-
ments in such key aspects as strengthening the protection of the
legitimate rights and interests of patent owners, promoting the im-
plementation and application of patents, and improving the patent
use authorization system. It is noteworthy, among others, that the
New Patent Law now introduces a punitive damage system, under
which the infringing party in malicious patent infringement cases
could be held responsible for damages of up to five times the
amount of actual losses suffered by the patent owner, the profits
obtained by the infringing party, or the royalties of such patent.
Meanwhile, the statutory indemnifications for patent infringements
are increased and could range from RMB30,000 to RMB5 million.
Specifically, with respect to the drug patents, the New Patent Law
has introduced an early dispute resolution mechanism that is similar
to the drug patent linkage system currently adopted by several for-
eign jurisdictions, aiming to solve patent infringement disputes be-
fore a new drug is put into market, so that the interests of the pa-
tentees, the generic drug manufacturers and the general public
could be better balanced. In addition, for patent terms shortened as
a result of delays in regulatory approval process, the underlying
patent owners may apply for a compensation in patent terms.

5 i fR 9% A IE 332 BB 558 AR

To implement the State Council’s plan for reform of social security
collection system, several cities including Beijing, Shanghai and
Shenzhen simultaneously issued relevant governmental notices on
October 30, 2020, stipulating that tax authorities will officially take
over the collection of social security contributions. Though the
collection scope, contribution base and method of social security
remain basically unchanged, tax authorities may have more
information about enterprises’ financial situations and stronger
enforcement capabilities, compared to human resources and social
security authorities which were previously responsible for social
security collection. Therefore, enterprises shall pay more attention
to social security compliance in the future.

These updates are intended for information purpose only and are not a legal advice or a substitute for legal consultation for any particular case
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