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CSRC Regulated Refinancing Activities of Listed Companies
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On February 17, 2017, the China Securities Regulatory
Commission (“CSRC”) issued the Decision on Revising the
Implementing Rules for Private Placement of Shares by Listed
Companies (the “Implementing Rules”), and the Answers to
Issuance Regulation - Regulatory Requirements on Guiding and
Standardizing Financing Activities of Listed Companies (the
“Regulatory Answers”), so as to clarify and refine relevant
requirements on refinancing activities by listed companies. The
Implementing Rules and the Regulatory Answers both took effect
upon promulgation.

The current refinancing mechanism has revealed quite some
practical problems such as over-financing activities and arbitrage
pricings, calling for adjustments and refinements. The revised
Implementing Rules have limited the pricing benchmark date for
the proposed private offering only to the first date of the private
offering period (and the announcement date of board resolutions
or shareholder’'s meeting under the previous rule is no longer
applicable), hopefully leading to a more market-oriented pricing
mechanism.

The Regulatory Answers mainly clarified the following rules: (i)
issuance size: when a listed company applies for non-public
issuance of shares, the number of shares to be issued shall not
exceed 20% of the total outstanding shares therebefore; (ii)
refinancing interval. the date of the board resolutions on a non-
public refinancing shall be in principle no less than 18 months
from the date of a previous fundraising, such as IPO, follow-on
offering, share allotment and non-public issuance. However,
issuance of convertible bonds or preferred shares, and small-
amount quick financing activities on ChiNext are not subject to
this time restriction; (iii) no large-amount financial investment.:
when applying for a refinancing, listed companies (financial
companies excluded) generally shall not, by the end of the latest
reporting period, hold large-amount long-term trading financial
assets or financial assets available for sale, engage in money
lending activities, or conduct entrusted asset management or
other financial investments. Material assets restructurings
(including the backdoor listing) will still be governed by the
Measures for Administration of Material Asset Restructuring of
Listed Companies and in general not be impacted by the new
rules. However, if any supporting funds are raised along with the
asset restructurings, the new rules shall also apply.

AMAC Strengthened Regulation on Real Property Investments by Private Funds
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On February 13, the Asset Management Association of China
(“AMAC”) released the Administrative Rules No. 4 for the Filing
of Privately-Placed Asset Management Plans Established by
Securities and Futures Institutions — Investment in Real Estate
Developers and Projects by Privately-Placed Asset Management
Plans (the “Rules”), along with a notice on the same, in an effort
to control hot-money inflows into the over-booming ordinary
residential property market. The Rules took effect upon
issuance.

According to the Rules, AMAC suspends filings of privately-
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placed asset management plans set up by securities and futures
institutions with restricted forms of investments into ordinary
residential properties located in 16 hot investment cities
(including Beijing, Shanghai, Guangzhou, Shenzhen, etc.). Such
restricted forms include, among others, entrusted loans, nested
investment in trust plans and other financial products,
acquirement of trust beneficiary or other assets beneficiary
rights, debt-investment in a form of share-investment, and other
ways of debt investment as identified by AMAC. Meanwhile,
privately-placed products are prohibited from financing real
estate developers for payment of land grant fees, providing
liquidity loans without specific purpose, and directly or indirectly
facilitating illegal behaviors such as granting loans for down
payments. Notably, AMAC specified that the Rules also apply to
other private fund managers making similar investments in the
real estate market, so as to avoid evasion and speculation of the
applicable regulations.

The effect of the Rules on the real property market is yet to be
seen, but it is expected that with restrictions imposed thereby,
real estate developers may want to explore other more feasible
ways of financing activities such as through trust, etc., in the
future.
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Following a series of new policies released by the State Council
to attract foreign investment last month (see the February 2017
issue of Han Yi Monthly Newsletter for more details), on
February 17, 2017, the National Development and Reform
Commission (“NDRC”) and the Ministry of Commerce
(“MOFCOM”) jointly issued the Catalogue of Foreign-Invested
Advantage Industries in Central and Western China (2017
Revision) (the “Catalogue”), further expanding the encouraged
industries for foreign investment in central and western China to
promote further opening-up of central and western areas. The
Catalogue will take effect from March 20, 2017, and the 2013
version of the Catalogue will be repealed simultaneously.

The Catalogue is comprised of 639 encouraged items in total,
with 139 items newly added compared to the 2013 version.
Through the newly added items and certain amendments to the
old version, the Catalogue makes efforts to help promote
transformation and upgrade of traditional industries, and support
and encourage development of industries involving new and
advanced applicative technologies, service industry, labor-
intensive industries, infrastructure and associated industries,
among others.
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