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The State Council Encourages Corporate Mergers and Reorganizations
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On March 24, 2014, the PRC State
Council released the Opinions on
Further Optimizing the Market
Environment for Corporate Mergers
and Reorganizations (the “Opinions”),
encouraging corporate M&A and
restructuring activities in various
aspects.

The Opinions mainly focus on the
mergers and reorganizations related to
listed companies and overseas M&As,
among which the adjustments of
various approvals as follows are
mostly noteworthy: (i) prior review of
report for acquisition of listed
companies is cancelled; (ii) except for
back-door listing activities, approvals
for material asset reorganization deals
involving listed companies are
cancelled; (iii) approvals for exemption
of tender offer during acquisitions of
listed companies under certain
circumstances are also cancelled; (iv)
approvals for qualified corporate
merger and reorganization deals will
be greatly simplified or even
exempted; (v) approval authority for
transfers of shares owned by local

PE & VC / FABEBAL K AINHE

SOE shareholders in listed companies
will be delegated to applicable local
governments; (vi) foreign exchange
registration and prior reporting
proceeds for overseas M&As are to be
streamlined and optimized; and (vii)
efficiency of the PRC antitrust review
process will be enhanced and the
registration procedures with respect to
the change or renewal of production
permits, SAIC filings and property title
certificates necessary in merger and
reorganization deals will be further
streamlined.

In addition, PE/VC funds, foreign and
private capitals are all welcomed by
the Opinions to participate in mergers
and reorganizations. More favorable
reforms on taxation and land policies
are also promised by the Opinions
although detailed implementing rules
are yet to be promulgated by relevant
authorities.
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CSRC and AMAC Urge Registration and Filing of Private Funds
ERE. BSVHESHERRSESEILER

Following the Pilot Measures on
Registration of Private Fund Manager
and Filing of Private Funds (the
“Measures”) effective as of February 7,
2014 (see 2014 February issue of our
China Regulatory Updates for a brief
introduction), the Asset Management
Association of China (or AMAC)
announced via its official website on
March 5, 2014 that managers of
existing private funds (including
managers for privately-raised
securities investment funds and private
equity funds, the “Fund Managers”)
shall apply for registration with AMAC
before April 30.

It is noteworthy that private equity
funds and their Fund Managers are
also required to go through the
relevant filing and registration
procedures in accordance with the
Measures. This has been further
clarified by CSRC during its March 7
press conference and CSRC is now
formulating unified rules for all kinds of
private funds. According to CSRC,

PE/VC funds and their Fund Managers
shall not engage in fund raising or
investment activities without duly go
through the registration and filing
procedures. Thus, to secure their
compliant and smooth operations, PE/
VC funds and their Fund Managers
shall conform to the registration/filing
requirements under the Measures.
Further note that according to the
written explanations made by AMAC
on its website, Fund Managers
registered overseas are not subject to
the registration requirement for the
time being.

It is reported that as of April 1, 150
Fund Managers have obtained the
registration certificates. Please note
that the registration of Fund Managers
with AMAC is not an administrative
licensing item under the PRC law and
the registration certificate issued to
Fund Managers does not mean that
they have become subject to a
licensing system.
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Pilot Rules on Preferred Shares Issued by CSRC
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Following the Guidance on Trial
Issuance of Preferred Shares
publicized by the State Council (the
“Guidance”, see 2013 December issue
of our China Regulatory Updates for a
brief introduction), CSRC officially
issued the Pilot Administrative Rules
on Issuance of Preferred Shares (the
“Rules”) on March 21, 2014. The
Rules mainly set forth provisions on
conditions, objects, and procedures for
issuance of preferred shares,
information disclosure requirements,
M&As/restructurings involving
preferred shares, restrictions on the
voting rights of preferred shareholders,
among others.

Pursuant to the Rules, qualified listed
companies may issue preferred shares
by public or private offering, while
qualified unlisted public companies
may issue preferred shares by private
offering. The preferred shares issued
via private offering should only be
subscribed by qualified investors in
accordance with the Rules. lItis
noteworthy that the conversion

mechanism for preferred shares in the
draft version of the Rules has been
removed. Meanwhile, the Rules
specifically provide that except for
some listed commercial banks under
certain special situations, listed
companies are not allowed to issue
preferred shares convertible to
common shares. This to some extent
will restrict the liquidity of preferred
shares.

It is reported that CSRC is formulating
and will release supporting rules in the
near future to detail the requirements
for information disclosure,
amendments to the articles of
associations of the issuers and
corporate M&As/restructurings with
payment by preferred shares.
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CSRC Takes Several Steps to Improve IPO Reform
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On March 21, 2014, CSRC circulated
the Decision to Amend the Interim
Provisions on Public Placement of Old
Shares by Shareholders upon IPO (the
“Decision”) to slightly modify and
optimize the transfer system of old
shares, aiming at restricting the
numbers of old shares to be
transferred through a market-oriented
method and stopping speculations by
old shareholders. Major amendments
made in the Decision include, among
others, (i) restrictions on the use of
capitals raised during the IPO are
reasonably relaxed and the
compulsory link between the raised
capitals and the fund needed for
proposed projects is removed; (ii) the
numbers of old shares to be
transferred shall not exceed the
number of the placed shares obtained
by the investors who are voluntarily
subject to a lock-up period of over 12
months; and (iii) there shall be no

illegal interest transfer arrangement
(including among others, financial
compensation arrangement, nominee
shareholding arrangement and
shareholding trust arrangement)
among the investors who are
voluntarily subject to a lock-up period
of over 12 months, the shareholders
who will publicly sell old shares upon
IPO and other relevant parties.

In addition, CSRC issued the Decision
to amend the Administrative Measures
on Stock Offerings and Underwritings
on the same day. Several adjustments
on pricing/allotment mechanism and
qualifications for offline investors
together with the adoption of in-
process and post-process supervision
over stock offerings and underwritings
manifest CSRC’s determination
towards a market-orientation direction.
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CSRC Brewing Reforms of GEM Board
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On March 21, 2014, CSRC publicized
the Draft of the Administrative
Measures for the IPO of Shares and
Listing on the GEM Board (which
essentially are the amendments to the
Interim Measures for the
Administration of IPO of Shares and
Listing on the GEM Board) and the
Draft of the Interim Administrative
Measures on the Securities Issuance
of the Companies Listed on GEM
Board, in order to collect public
opinions on the proposed reforms to
the Growth Enterprise Market (“GEM”)
Board. The proposed reforms mainly
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MOFCOM Decided to Publicize lllegal Concentration of Undertakings

include: (i) reducing the market access
thresholds; (ii) reinforcing the
requirements for information
disclosure; (iii) further clarifying the
duties of issuers and intermediaries;
and (iv) establishing a refinance
mechanism and improving the M&A/
restructuring system.
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Pursuant to MOFCOM'’s recent
announcement, MOFCOM decided to
publicize on its website cases of illegal
concentration of undertakings
investigated after May 1, 2014 and the
corresponding administrative penalties
imposed thereon. The fax and
telephone numbers for public report
are also published on MOFCOM'’s
website.

According to applicable PRC laws and
regulations, if the parties to a
concentration of undertakings which
has reached anti-monopoly filing
thresholds fail to go through the
relevant filing process with MOFCOM,
MOFCOM is entitled to investigate the
case at its sole discretion and may
order the parties to the concentration
to take such measures as suspension

of the related transaction, disposal of
the shares, assets or business
acquired, restoration to the state
before the concentration as well as
impose a penalty against the parties
involved up to RMB500,000.
MOFCOM has never publicized any
undeclared case and the
administrative punishments imposed
thereon before. MOFCOM'’s decision
to publicize illegal concentration of
undertakings signaled its resolution to
intensity administration and
supervision of anti-monopoly cases. In
this context, investors may need to
take more prudent actions with respect
to PRC anti-monopoly review analyses
on M&As deals in the future.
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Shanghai FTZ Initiates Publication Platform for Enterprise Annual Filings
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On March 3, 2014, Shanghai SAIC
released the Pilot Measures on
Publication of Enterprise Annual
Report in China (Shanghai) Pilot Free
Trade Zone and the Pilot
Administrative Measures on Abnormal
Operation List in China (Shanghai)
Pilot Free Trade Zone, acting as a
pioneer to implement the enterprise
annual report publication system
recently adopted to replace the annual
inspection system in the Reform Plan
of the Registered Capital Registration
System issued by the State Council on
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February 18, 2014 (see 2014 March
issue of our China Regulatory Updates
for a brief introduction). Based on the
aforesaid measures, enterprises
registered in Shanghai FTZ from now
on should periodically publicize and
update their business-related
information, otherwise they would be
recorded in the abnormal operation list
which will also be publicized to the
public. The enterprise annual report
publication system puts forward a
higher standard to the authenticity,
accuracy and completion of the

disclosed information, which in turn
requires enterprises to be more
cautious when making the relevant
disclosures.
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These updates are intended for information purpose only and are not a legal advice or a substitute for legal consultation for any particular case
or circumstance. © Han Y7 Law Offices All rights reserved.

For further information, please write us at inquiry@hanyilaw.com.
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