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On December 2, 2024, the Ministry of Commerce, along with five
other departments jointly issued the Administrative Measures for
Foreign Investors’ Strategic Investment in Listed Companies
2015 (the “Measures”), which took effect immediately. This
marks the first substantial revision of the original measures since
they were introduced in 2005. The Measures significantly lower
the threshold for foreign investors to invest in domestic listed
companies, broaden the available investment channels, and
introduced several key changes that are particularly noteworthy:

1.

Relaxation of Asset Requirements: The asset requirements
for foreign investors (as non-controlling shareholders) have
been reduced from having a total actual overseas asset of
at least US$100 million or managing at least US$500
million in actual overseas assets, to having a total actual
asset of at least US$50 million or managing at least
US$300 million in actual overseas assets. However, if the
investor becomes a controlling shareholder, the original
asset requirements still apply.

Natural Persons as Eligible Investors: The Measures
explicitly clarify that the scope of eligible foreign investors
includes foreign natural persons who have the ability to
identify and bear corresponding risks. This is the first time
foreign individuals are allowed to directly make strategic
investments in domestic listed companies, aligning with the
principles of the Foreign Investment Law. Previously, only
foreign legal entities and other organizations were
permitted to make such investments.

New Path for Cross-Border Share Swaps: Under previous
regulations such as Regulations on Foreign Investors’
Mergers and Acquisitions of Domestic Enterprises, cross-
border share swap transactions to acquire shares in
domestic listed companies required the payment to be
made in the form of equity of a foreign-listed company or a
non-listed special purpose company, and the transactions
needed to be approved by the Ministry of Commerce. The
Measures now allow foreign investors to use “tender offers”
and “private placements” to conduct transactions with
equity in non-listed foreign companies as payment
consideration, and to report investment information without
prior approval, but will need to fulfil their information
reporting obligations in accordance with relevant rules and
regulations. However, cross-border share swaps
conducted via “agreement transfers” still require payment
in the form of equity of a foreign-listed companies.

Shortened Lock-Up Period and other Key Revisions: (i)
The post-investment lock-up period is adjusted from no
less than 3 years to no less than 12 months (unless
otherwise stipulated); (ii) “tender offers” is added as a new
method of strategic investment; and (iii) the minimum
shareholding requirement for foreign investors acquiring
shares in domestic listed companies through “agreement
transfers” and “tender offers” is reduced from 10% to 5%,
and the shareholding requirement for “private placement” is
cancelled.

Expanded scope of application: the Measures will apply
mutatis mutandis to strategic investments made by
investors from the Hong Kong Special Administrative
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Region, the Macao Special Administrative Region, or the
Taiwan region, as well as Chinese citizens residing abroad,
and will also apply mutatis mutandis to strategic
investments made by foreign investors in companies listed
on the National Equities Exchange and Quotations.

In recent years, especially since the implementation of the
Foreign Investment Law in 2020, the foreign investment
regulatory framework has undergone significant changes, shifting
from an approval-based system to a filing-based system. The
revision of the original measures has also undergone several
years of public consultations and discussions. The newly
released Measures largely incorporate the main amendments
from the previous drafts that were open for public opinion.
Overall, the revisions are favorable for foreign investors seeking
to invest in domestic listed companies and are expected to have
a positive impact on the capital markets, with the actual effects
yet to be seen.
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On September 24, 2024, the State Council of China issued the
Regulations on Network Data Security Management (the
“Regulations”), which will take effect on January 1, 2025. The
Regulations consolidate the obligations of network data
processors under existing data security laws and introduce
several new provisions. Key points to note include:

1. General Obligations of Network Data Processors: The
Regulations introduce new requirements for network data
processing activities, including: (i) generative Al service
providers must strengthen the security management of
training data and mitigate data security risks; (ii) when
using automated tools to collect data, the impact on
network services must be evaluated to avoid illegal
intrusion or disruption; and (jii) notification and reporting
obligations are required when security flaws or
vulnerabilities are discovered. These provisions reflect the
impact of technological advances on data security
legislation and are important compliance points for
businesses.

2. Refining Personal Information Processing Rules: Chapter 3
of the Regulations specifies and optimizes the obligations
of network data processors when they handle personal
information: (i) strengthening the obligation to inform: the
notification for personal information processing should be
“publicly displayed, easily accessible, and prominently
placed”, with content including “a list of personal
information and a list of third parties with whom the
information is shared”; (ii) improving management of
personal information lifecycle: in addition to “entrusted
processing” and “joint processing”, any “external provision”
of personal information must be governed by a contract
specifying rights and obligations; and (iii) optimizing
personal information portability: the transfer of personal
data should be “technically feasible”, providing access and
retrieval methods, and allow for charging reasonable fees
for requests beyond reasonable limits.

3. New Rules for Processing Important Data: The Regulations
define “important data” for the first time at the
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administrative regulation level and introduce additional
obligations for network data processors when handling
important data. These obligations include reporting
requirements during mergers, divisions, dissolutions, or
bankruptcies, conducting risk assessments when sharing
important data with domestic parties, and establishing an
annual risk assessment cycle.

4. Exemptions for Cross-border Personal Information
Transfers: The Regulations introduce a new exemption for
cross-border transfers of personal information in cases
where such transfers are necessary to fulfill statutory duties
or legal obligations, thereby reducing compliance burdens
for businesses. However, clarification is needed on
whether statutory duties or legal obligations also include
those under lowered level government regulations and
rules.

5. New Obligations for Network Platform Service Providers:
The Regulations introduce specific obligations for “network
platform service providers”, including overseeing third-party
products and services accessed through the platform, and
assuming joint liability for infringements by these products
and services. Large network platforms (i.e., those with over
50 million registered users or 10 million active users per
month, with significant implications for national security and
economic activities) must also submit annual reports on
personal information protection. The definition of “network
platform service providers” is still to be clarified in
regulatory practice.

Overall, the Regulations aim to consolidate the obligations of
network data processors across different contexts and contribute
to the development of China’s data governance framework.
Businesses are advised to identify and assess their compliance
responsibilities accordingly and adjust their internal policies to
align with the new Regulations.
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On September 7, 2024, the Ministry of Commerce, the National
Health Commission, and the National Medical Products
Administration jointly issued the Circular on Launching Pilot
Program to Expand Medical Sector Opening (Shang Zi Han
[2024] No. 568) (the “Pilot Notice”), which allows foreign-invested
companies to engage in the development and application of
human stem cells, gene diagnostics, and treatment technologies
in Beijing, Shanghai, Guangdong Free Trade Zones, and Hainan
Free Trade Port. The Pilot Notice also proposes to allow the
establishment of wholly foreign owned hospitals (the “WFOH”) in
nine cities, including Beijing, Tianjin, and Shanghai, among
others.

On November 1, 2024, to implement the provisions of WFOH
outlined in the Pilot Notice, the National Health Commission,
Ministry of Commerce, National Administration of Traditional
Chinese Medicine, and the National Center for Disease Control
jointly issued the Work Plan for Expanding Pilot Programs in the
Wholly Foreign Owned Hospital Field. The plan allows foreign
investors to establish WFOH in nine cities, including Beijing,
Tianjin, Shanghai, Nanjing, Suzhou, Fuzhou, Guangzhou,
Shenzhen, and Hainan. It also outlines specific requirements for



1] it CHINA REGULATORY UPDATES Q4, 2024

establishing these hospitals, including: (i) the investor must be a
legal entity with management experience and advanced
concepts; (i) a negative list for hospital types and scope of
medical activities is provided; and (iii) other operational and
management conditions are specified. This new policy framework
reflects China’s ongoing efforts to liberalize its healthcare sector
to attract foreign investment.
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