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Foreign Investment Industry Catalogue Expected to Be Further Revised
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On December 7, 2016, the PRC National Development and
Reform Commission (“NDRC”) and the PRC Ministry of
Commerce (“MOFCOM?”) jointly published an announcement to
seek public comments on their revised draft of the Catalogue of
Industries for Guiding Foreign Investment (the “Draft
Catalogue”).

Compared with the current catalogue adopted in 2015 (the “2015
Catalogue”), the Draft Catalogue proposed to make the following
major changes:

1. Structural Changes to the Catalogue. Under the 2015
Catalogue, industries were sorted into three different
categories: the encouraged category, the restricted
category and the prohibited category. While under the
Draft Catalogue, industries are classified under the
encouraged catalogue and the special administrative
measures for access of foreign investments (the “Negative
List”). The Negative List is further divided into the
restricted items (mainly including restricted items and
encouraged items subject to limitations on equity holding or
requirements on senior management listed in the 2015
Catalogue) and the prohibited items.

2. Expansion of Opening-up Policy. 93 restrictive measures
set forth in the 2015 Catalogue (including 19 encouraged
items subject to limitations on equity holding, 38 restricted
items and 36 prohibited items) are reduced to 62 ones.

For service industries, opening-up mainly focuses on such
fields as highway passenger transport, ocean shipping
tally, credit investigation and rating services. For
manufacturing industries, foreign access restrictions on
such sectors as track transportation equipment, automotive
electronics, batteries of new energy automobiles,
motorcycles, edible oil and fats, corn deep-processing, fuel
ethanol are lifted pursuant to the Draft Catalogue. For
mining industries, restrictions on foreign investment mainly
in unconventional oil and gas, precious metals, lithium
mines and other fields are proposed to be removed from
the 2015 Catalogue.

3. Removal of Several Restricted and Prohibited Items.
Several restricted and prohibited items under the 2015
Catalogue (for example, construction and operation of
large-scale theme parks and construction of golf courses
and villas) are not provided in the Draft Catalogue, as they
have already been subject to same restrictions applicable
to both foreign and Chinese investments.

4. Clarification on Administration of Encouraged ltems That
Are also Included in the Negative List. The Draft
Catalogue has clarified that while these items are subject
to certain foreign investment restrictions, they will continue
to enjoy preferential policies available to any encouraged
industry.

In addition, the Draft Catalogue especially points out in the notes
of the Negative List that acquisitions of affiliated domestic
companies by foreign investors in the form of round-trip
investment should comply with applicable existing rules (i.e., the
Provisions on the Merger and Acquisition of Domestic
Enterprises by Foreign Investors). This suggests that all foreign
related related-party acquisition transactions will still be subject
to approval by competent MOFCOM offices regardless of
industry sectors.
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CIRC Plans to Tighten up Administration and Supervision of Equity Interests in Insurance

Companies
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Insurance industry has experienced rapid expansion in recent
years, with explosive growth in terms of premium size and
volume of acquisitions involving listed companies’ shares in the
capital market. In the meantime, a series of problems have also
arisen as some investors attempted to use insurance companies
with abundant cash flow generated from insurance business as
financing platforms to seek questionable and even illegal profits.
Under such background, the China Insurance Regulatory
Commission recently issued its revised draft of Administrative
Measures for the Equity of Insurance Companies (the “Draft”) to
seek public comments.

The Draft mainly stipulates the requirements on qualifications for
parties intending to invest in PRC insurance industry, forms of
investment that could be adopted by interested investors, source
of funds and the shareholders’ behaviors. Under the Draft, the
shareholders of the insurance companies are categorizes into
three types: financial investors, strategic investors, and investors
seeking to control. In order to tighten up the entry criteria for
potential investors and regulate their investment activities, the
Draft sets forth strict qualification standards and introduces a
negative list in this specific connection. Further, the Draft
enhances penetrative supervision and administration of
shareholding structure of all insurance companies and their
actual shareholders through lowering the cap of single
shareholder’s equity percentage from 51% to 1/3 and
strengthening examination and evaluation of potential investors’
industry background, personal quality, management team
strength, investment track record and other relevant elements.
The Draft also reiterates authenticity verification on source of
funds of the investors and adopts a negative list to restrict
questionable funding sources that will not allowed to finance
proposed investments in insurance companies.

Environmental Protection Tax to Be Levied in 2018
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The Standing Committee of the PRC National People’s Congress
has recently issued the Environmental Protection Tax Law of the
People’s Republic of China (the “EPT Law”), which will take
effect from January 1, 2018.

It is noteworthy that with the issuance of the EPT Law, current
pollutant discharge fee system will be replaced by a mandatory
fee system and a legally binding obligation under which the
scope of taxpayers will be generally consistent with the prevailing
provisions for pollutant discharge fee payers and taxable items
will be provided according to current items of pollutant discharge
fees. The EPT Law has adopted the standard of current
pollutant discharge fees as the minimum tax amount payable by
the taxpayers, and further added a cap not exceeding ten times
of the minimum amount.

In order to alleviate enterprises’ tax burden in this regard and
encourage them to reduce pollutant discharges, the EPT Law
has introduced a reduced tax treatment. If the concentration
value of taxable air pollutants or water pollutants discharged by a
taxpayer is 50% less than the pollutant disposal standard
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stipulated by the national or local authorities, the tax payable
could be reduced by half, and if the said concentration is 30%
less than the standard, then 25% tax reduction will be applied to
the taxpayers. Besides, the EPT Law has also prescribed five
circumstances under which an eligible taxpayer may be granted
a tax exemption within certain prescribed time period.

Ministry of Culture Issued New Rules to Further Regulate Online Performance
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As the online performance activities are growing and gradually
thriving in recent years, the PRC Ministry of Culture (the “MOC”)
issued the Administrative Measures for Online Performance
Activities (the “Measures”), effective as of January 1, 2017, to
strengthen administration of such activities. The Measures were
formulated based on such earlier regulations as the Circular on
Strengthening the Management of Online Performance, the
Circular on Strengthening the Management of Relevant Issues
on Live-streaming Services in Internet Audio-Visual Programs
and the Provisions on the Administration of Online Live-
streaming Services by the MOC, the PRC State Administration of
Press, Publication, Radio, Film and Television and PRC the
State Internet Information Office.

The Measures has clearly defined online performance and the
business activities of online performance. Under the Measures,
operators of online performance should apply for an online
culture operating license with the competent provincial cultural
authority. Performers are required to register their real names
with valid identifications, and operators are responsible for
verification of such registrations by means of interview, recording
of video call and etc. If an operator intends to establish an online
performance channel for foreign performers (including those
based in Hong Kong, Macau, and Taiwan) to provide their online
performance products to the public, the MOC’s prior approval will
be required. If an operator looks to host an online performance
channel for PRC performers, the relevant channel information
should be filed with the MOC within 10 days after the
commencement of the performance by the performers.

Administration of Domestic Fixed Asset Investment Projects Relaxed
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On December 14, 2016, the PRC State Council released the
Administrative Regulations on Approval and Filing of Enterprise
Investment Projects (the “Regulations”), to be effective since
February 1, 2017. To facilitate the implementation of the
Regulations, the NDRC concurrently issued the draft
Administrative Measures on Approval and Filing of Enterprise
Investment Projects for public comments with the intention to
revise the Administrative Measures for Government-Approved
Investment Projects.

The Regulations set up the administration model for approval
and record-filing of fixed asset investment projects invested and
developed within the territory of China by enterprises, which are
the first administrative regulation in the area of fixed asset

4



o — 6 F YR

HAN Y1 LAW OFFICES

CHINA REGULATORY UPDATES

January, 2017

PRI, P ] E B A B U — AR AT Bk
B, FERAREUR SO BEIRE . DL A b BB R
B2 77 T RAT R .

CE BB RiER D TR I W, WA G
FEETION R RE R 24, R AaEE R i
JRy~ A A BRI B K 24 SR 2 A8 T SRAT R AME
B CRARTIH Y B SAZAERL OGS A AEALBRAK 55
FE20165:12)1 20 H 23 A7 i B0 A% HE ) 55 00 H H %
(20165 A) hAT) » X H AT H W S2AT % S48 B
Wi b [ B B T H A, T A & Sl L 4
VRO H A2 LM AT B AT N B2 B I
AR5 o

investment with great significance in transforming government
management functions and consolidating enterprises’ investor
status.

The Regulations significantly reduced the scope of projects
subject to government approval requirements. All projects
concerning national security issues, national significant
productivity layout plans, strategic resource development or
major public interests, among others, should be subject to the
approval administration (the specific scope of the projects, the
competent approval agencies and their authorities shall be as
specified in the Catalogue of Investment Projects subject to
Government Approval (2016) published by the State Council on
December 20, 2016), while other projects will only need to go
through a record-filing procedure. The approval and filing for all
fixed asset investment projects (excluding those involving state
secrets) are required to be completed through online project
regulation and supervision platform administered by the
government.
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