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Asset Management Association to Regulate Fundraising Activities

EEVHhRRELSERRERSEETH

On December 16, 2015, the Asset
Management Association of China (the
“Association”) released drafts of the
Trial Measures for Administration of
Private Equity Fundraising Activities
(the “Measures”) and the Private
Equity Fund Agreement Guidelines
(the “Guidelines”) to solicit public
opinions.

The Measures pledged to deal with the
various noncompliance issues in the
current private equity/PE fundraising
practices, such as splitting the raising
amount to evade accredited investor
requirements as well as a lack of clear
boundaries of rights and
responsibilities of various parties
involved. According to the Measures:
(i) only registered fund managers and
licensed fund sales institutions are

CAPITAL MARKET / ¥4&1i1%

eligible to conduct fundraising
activities; (ii) beneficial rights in PE
funds shall not be split and transferred
separately; and (iii) added new
provisions such as investigation on
investors’ accreditation, cooling-off
period before signing PE fund
agreements, among others. The
Guidelines provide general guidance
of essential provisions applicable to
different PE fund agreements. The
Measures and the Guidelines, once
implemented, will help promote a
healthier and better regulated
fundraising environment in the private
equity industry.
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NPC Authorized State Council to Revamp China’s IPO System
EE NKEZ SR E % BitATIPO: M6 i

On December 27, 2015, the Standing
Committee of the PRC National
People’s Congress (“NPC”) approved
the Decision on Authorizing the State
Council to Adjust Relevant Provisions
in the Securities Law for IPO
Registration Reform (the “Decision”).
The Decision will take effect since
March 1, 2016 and is to be
implemented tentatively for a 2-year
period while the amendment process
of the current Securities Law is
delayed due to various disagreements
according to reports.

According to the Decision, the NPC’s
Standing Committee authorized the
State Council to implement the so-
called IPO registration system for
companies expecting to list on the
Shanghai Stock Exchange or the
Shenzhen Stock Exchange, the
country’s two main exchanges.

The registration-based IPO system is
a fundamental reform from the current
approval-based IPO system, and will
have a profound influence on the
country’s capital market and financial
system in the long run. For example, A
-share market stock valuation is likely
to become more rational and investors
are likely to pay more attention to the

true value of the target company;
delisting and privatization will be more
common and shell resources are likely
to become less attractive; needless to
say that the waiting period to get listed
may be significantly shortened and
more China-based companies will
consider exit opportunities on the A-
share market as opposed to offshore
markets such as those in Hong Kong
and the United States.

Yet China’s registration-based IPO
system is to be distinguished from its
western counterparts, at least in the
short term. The China Securities
Regulatory Commission (“CSRC”) said
separately that reforms are likely to be
gradual and will not lead to a large-
scale expansion of IPOs. The State
Council will soon announce various
implementing rules and schemes after
filings with NPC’s Standing
Committee.
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China Released Guidance to Further Promote “New Third Board”
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In order to further implement the
Decision of the State Council on
Issues concerning the National
Equities Exchange and Quotations,
CSRC issued the Several Opinions on
Further Developing the National
Equities Exchange and Quotations
(the “Opinions”) on November 16,
2015 and made overall arrangements
to promote the development of the
National Equities Exchange and
Quotations Co., Ltd (the “NEEQ”), or
the “New Third Board’. The Opinions
include pilot programs that allow
NEEQ-listed companies to transfer to
the ChiNext board, and explore
relaxing a restriction on the maximum
number of qualified investors (i.e., 35)
allowed when companies seek to offer
new shares, and split the board into
two tiers to allow investors to target
different companies with distinct
listings and trading requirements to be
formulated.

On November 24, 2015, the NEEQ
system published the draft Scheme for
Dividing NEEQ Market into Different
Tiers (the “Draft”) to solicit public
opinions, providing details of the board

split according to the Opinions.

According to the Draft: (i) NEEQ board
is to be temporarily divided into the
innovation tier and basic tier according
to three parallel thresholds; (ii)
companies to on the basic tier will
apply the current rules, while those on
the innovation tier shall apply higher
thresholds and fulfill stricter
information disclosure requirements,
among others. On the other hand,
innovation tier companies may enjoy
future service innovations (such as
transfer to ChiNext); and (iii) NEEQ will
annually adjusts the lists of the two
tiers based on the various
maintenance and the board-dividing
thresholds. The Draft is another move
of the country’s bid to establish a multi-
level capital market and is likely to
benefit resource allocations as well as
promote NEEQ trading activities.
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CSRC Cleared Disclosure Rules for VIE Structured Companies
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On December 18, 2015, CSRC
published Q&As on Information
Disclosure in Major Asset
Restructurings Involving Assets
Subject to Dismantled VIE Structure
on its official website, and clarified that
the following information should be
disclosed: (i) the establishing and
dismantling processes of the VIE
structure, the execution of the VIE
agreements and the control structural
charts both before and after
dismantling; (ii) the offshore IPO
progress (if applicable) and reasons of
discontinuation; (iii) compliance
analyses involving foreign investment,
foreign exchange, tax and other
related regulations in VIE establishing
and dismantling processes, and
whether there exists any
administrative penalty risks; (iv)
whether the VIE structure has been
completely removed, whether the
asset ownership and share structure

CSRC to Amend ESOP Measures

after dismantling are clear enough,
and if there exists any lawsuit risks; (v)
whether the target asset is in
compliance with the applicable laws
and regulations relating to the
country’s industrial policy after
dismantling; (vi) if the asset
restructuring constitute a back-door
listing, whether the business, directors
or senior executives of the target asset
have significantly changed or if the
actual controller has changed within 3
years because of the dismantling.

CSRC’s clarification will provide better
guidance for the dismantling process
of VIE structured companies and
reduce uncertainties in the merger and
restructuring reviews involving such
companies.
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On December 18, 2015, CSRC
released the draft (the “Draft”) to
amend the Measures for the
Administration of Equity Incentive
Plans of Listed Companies tentatively
implemented since 2005. The
revisions have mainly reflected a focus
on information disclosure and a

general relaxation of approval
requirements involved, with an aim to
unfetter the listed companies to decide
their own incentive plans disciplined
mainly by the market.

Major revisions in the Draft include: (i)
added a separate chapter to
strengthen the information disclosure;
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(ii) further refined entities forbidden to
carry out and individuals prohibited
from participating in equity incentive
plans (e.g., supervisors shall not
participate incentive plans); (iii) relaxed
various compulsory requirements such
as performance assessment
indicators, mandatory interval period
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from the occurrence of a major issue
to the carrying out of an incentive plan,
etc.; (iv) set out more detailed rules
relating to the decision-making, equity
grant and execution processes of
incentive plans; and (v) strengthened
ex-post supervision by adding internal
control mechanisms and detailed
supervision and punishment
provisions.

2015412 H18H, o [ ik i 2 K A ik
KReE A C“ GERE R $E> 5 ) AT

Em%ﬁiﬁﬁm«LmZn eI il
BHINEY BATBAT. RIKIBIT KRR
EW%%%E%%ﬁ¢® MR “ 953
JEET IREMES, BEERAF AT
Wyl T AR B A w8
HUHBh I .

GIERE W) EEAFEWT: (1E
BT wE, RS B R

:[ L'

=

S I 5 % S8 & S M

=
=

0

INVESTMENT & FINANCEING / #. phi%t

|

I,

1=
IrF:
= |
2
o

AT AT AL ih 5
i Eﬁﬁﬁfﬁﬁﬂcﬁﬁﬁ BRI
AAFAE DBl xt
ﬁ\ % B

EWIES
ﬂi\ TX%
)Dﬂﬁiggf:”*
228, 4k

e
=F

AN
ST
=5

~

dragp”
S 5t
CTEk

o
g H
]ID*
=i
%ﬁﬁ

5
&5
=
=
2
g
NepSite
=

ar-
& o 4

HER
>
el

; /32
A ER I 5T L

X
ot
}m
%
%@

=
=
fal

Shanghai’s Pudong New District Will Separate Business Licenses from Administrative Permits

HAFXRERS “ERIE” ,

On December 29, 2015, the PRC
Central People’s Government
released on its website the Reply from
the State Council on the General
Program for Shanghai to Launch Pilot
Reform of “Business Licenses -
Administrative Permits

Separation” (the “Program”), according
to which the Pudong New District will
adopt on a trial basis the separation of
business licenses from administrative
permits for a 3-year period. The
Program is expected to further
transform government functions and
stimulate social innovation.

The Program involves altogether 116
permit items that will be canceled,
simplified or significantly streamlined
and has divided them into five
categories: (i) cancel approval
requirement (10 items), (ii) change
approval requirement to a filing with
competent government authorities (6
items); (iii) grant the approval in
advance if the company can undertake
that it has fulfilled the permit
requirements and will submit relevant
documents (26 items); (iv) simplify
approval procedure with transparent

UK IR fRIALAT ECH LR

standards and predictable timelines
(41 items); (v) as to certain items
directly involves public safety,
environmental protection, among
others, strengthen market access
managements (33 items).

The Program also emphasized
information sharing and collaborative
supervision among different
governmental agencies and shifted
more weight towards self-disciplined
managements and society
supervisions.
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CBRC Solicits Commons on Draft P2P Rules
RIS S HP2PHLA IS B HE N EARAE R &

On December 28, 2015, the China
Banking Regulatory Commission
(“CBRC”) published the draft of Interim
Measures on Managing the Business
of Online Intermediary Agency of
Lending Information (the “Draft”),
aiming to regulate the recently
rocketing online peer-to-peer lending
industry (or P2P). A few highlights of
the Draft include:

(i) Ex postfiling: A P2P company
does not need to acquire
approval before it runs business
but only shall, after obtaining the
business license, complete filing
procedures with local financial
supervision department and
competent telecommunications

department (an ICP license would
be required if it engages in value-
added telecommunications);

(i) Negative actions: P2P
Companies shall not use the
platform to finance itself or related
parties, provide financing
securities, establish capital pool,
sell monetary fund products,
among others, nor shall they
carry out any offline physical
businesses. This means that
some P2P companies currently
involved in relevant financing
businesses or has actual physical
branches will need to spin off
relevant businesses to get
compliant with the Draft;
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(iii) Separate clients’ capital: P2P
companies shall separate its own
capital from clients’ capital and
select eligible deposit bank, which
may create a factual hurdle for
some of them because of banks’
careful screening process for
deposit and custodian clients in
its usual practice; and

(iv) Joint supervision: P2P companies
will be facing joint supervision
from CBRC, the Ministry of
Industry and Information, the
Ministry of Public Security and the
State Internet Information Office
as well as their local counterparts
and certain self-regulatory
organizations.
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Draft Amendments to Patent Law Solicit Public Opinions

(BFEBITER) AFERER

On December 2, 2015, the State
Council Legislative Affairs Office
published the Draft of Patent Law
Amendment (Draft for Review) (the
“Draft”) to solicit public opinions.

The Draft made extensive
amendments and proposed to
substantially revise some 30
provisions, in an effort to modernize
the current Patent Law, strengthen
patent protection and improve patents
quality, as well as regularize
responsibility of patent administration
agencies, among others. For instance:
(i) service inventions are re-defined so

that those mainly by using employer’s
materials and technologies are no
longer employer’s patents but shall be
subject to an agreement between the
employer and employee (if there is no
such an agreement, the patent right
belongs to the employee); (ii) network
service provider shall bear joint liability
with the relevant tortfeasor.
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