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On August 23, 2019, the China Securities Regulatory
Commission (the “CSRC”) issued the Special Provisions for
Material Asset Restructuring of STAR Board Listed Companies
claiming the adoption of a registration-based regulatory system
for material mergers and acquisitions of companies listed on the
STAR board (the “STAR Companies”). On the same day, the
Shanghai Stock Exchange (“SSE”) also released a draft of the
Rules Governing Review of Material Asset Restructuring of
STAR Board Listed Companies for public comments, further
standardizing the detailed requirements for procedures,
disclosure obligations and other key aspects.

Pursuant to the above-mentioned rules, the target assets for a
proposed material restructuring of a STAR Company shall fall
into the business category encouraged by the STAR board, be
within the same, the upstream or downstream industries of the
STAR Company and have synergistic effects with the core
business of the STAR Company. Compared to the Measures for
the Administration of the Material Asset Restructuring of Listed
Companies (the “Restructuring Measures”), the existing rules
governing material asset restructurings of all listed companies,
the above-mentioned rules have mainly made the following
revisions that are specifically applicable to the STAR Companies:
(i) adoption of registration-based regulatory system. For material
asset restructurings of STAR Companies involving issuance of
new shares, the restructuring shall be verified by the SSE and
subject to the registration procedures with CSRC. All the other
material assets restructurings will only be subject to the SSE’s
review and decision; (ii) adjustment of criteria for qualified
material asset restructurings. In addition to the existing three
criteria for the assets qualified for the material assets
restructurings provided under the Restructuring Measures (i.e.,
requirements for total assets, net assets and operating income of
the target assets), the operating income generated from the
target assets in the past fiscal year shall also exceed RMB50
million; and (iii) expansion of the range of issue price. The
permitted lowest issue price of the new shares issued for
purpose of material asset restructurings of a STAR Company is
lowered from 90% of the reference market price as provided
under the Restructuring Measures to 80%. In addition, the above
-mentioned rules also specified requirements for qualified back-
door listings on the STAR board. The target companies
intending to go with back-door listings shall not only meet the
requirements applicable to initial public offerings (IPO) on the
STAR board, but also reach additional financial indicators.
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On August 23, 2019, the CSRC released a new draft of the
Several Provisions on the Pilot Scheme of Domestic Listing of
Subsidiaries of Listed Companies through Corporate Spin-Off
(the “Draft Provisions”) for public comments, which for the first
time permitted a listed company to split off part of its business or
assets to one of the subsidiaries directly or indirectly controlled by
it and then to apply for independent IPO or back-door listing of
such subsidiary on China’s A-share market (including the STAR
board), and set forth specific requirements and procedures for the
qualified corporate/assets spin-off of the listed companies. Note
that, however, according to the Draft Provisions, if a subsidiary of
a listed company is mainly engaged in financial business, it may
not apply for an independent A-share listing through a corporate
or asset spin-off.
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On August 26, 2019, China released the revisions to the Drug
Administration Law (the “2019 Revisions”) which will take into
effect on December 1, 2019. The 2019 Revisions have
incorporated several reforms of drug administration previously
implemented in some pilot areas and set forth below are some
noteworthy highlights in the 2019 Revisions:

1.

Nation-wide Implementation of Drug MAH Mechanism.
Marketing authorizations (i.e., drug approval number) for a
drug used to be tied to the drug production license (i.e.,
only a qualified pharmaceutical manufacturing company
can apply for and obtain drug approval number for a drug
and get the drug commercialized) and the drug approval
number of the drug was not allowed to be transferred.
Since November 2015, the drag marketing authorization
holder (the “MAH”) mechanism has been piloted in several
provinces, which allowed a qualified drug R&D entity to be
recognized as a MAH and issued drug approval number of
a drug. Under the drug MAH mechanism, while the R&D
entity who is a MAH remains responsibilities for the full “life
cycle” of the concerned drug (including, among others,
clinical trials, manufacturing, selling, and the analysis of
and response to adverse reactions), it could contract out
the production and/or sales of the drug to other qualified
pharmaceutical companies. According to the 2019
Revisions, the drug MAH mechanism will soon be
implemented on a nation-wide basis with the following
fundamental principles that: (i) subject to applicable
requirements, qualifications and certain exceptions, a MAH
can either produce or commercialize the concerned drugs
on its own, or contract out production or sales of the drugs
to qualified third-parties; and (ii) the marketing
authorizations obtained by a MAH with respect to a drug
can be transferred upon approval.

Cancellation of GMP and GSP Certifications. The 2019
Revisions cancelled the Certifications for Good
Manufacturing Practice (GMP) and Good Supply Practice
(GSP), and consolidated relevant requirements into the
qualifications of applicants for Drug Production Licenses
and Drug Trading Licenses.

Adjustment of Administration for Clinical Trials. To
enhance the efficiency of administrations on clinical trials
and spur drug innovation, the 2019 Revisions confirmed
and will further implement the implied permission system
for clinical trials (i.e., an applicant is allowed to start clinical
trials for the relevant drugs if no notice is received from
competent authorities within 60 working days since its
application) and the filing-based administration system for
certification of clinical trial institutions established through
policies issued by the National Medical Products
Administration.

In addition to the above, the 2019 Revisions also amended and
refined regulations governing such key areas as online drug
sales, traceability mechanism on drug quality, scope of fake
drugs and inferior drugs and punishments for illegal acts. To
further implement the 2019 Revisions, revisions to existing rules
which are inconsistent with the 2019 Revisions and some
detailed implementing rules are expected to be further
promulgated and released. We will continue to monitor and
timely update interested investors of major developments in this
connection.
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On August 26, 2019, the Amendments to Land Administration
Law (the “2019 Amendments”) were formally adopted, which will
take into effect on January 1, 2020.

The brightest spot of the 2019 Amendments is to conditionally
allow the marketization of land use rights of qualified rural
collectively owned profit-oriented construction land. Pursuant to
the existing Land Administration Law and other applicable
regulations, generally speaking, the right to use rural collectively-
owned construction land (including profit-oriented construction
land and the rural residential construction land) is not allowed to
be sold, transferred, leased or otherwise circulated (collectively,
“Circulate” or “Circulation”) to any person or entity who is not a
member of the rural collective economic organization owning
such land (the “Land Owner”) unless the land concerned is
expropriated and converted into state-owned land. To optimize
effective use of land resources and based on previous pilot
reforms, the 2019 Amendments lifted the relevant restrictions
and explicitly allowed that: (i) the use right of a piece of rural
collectively-owned profit-oriented construction land could be
Circulated to a person who is not a member of the Land Owner
(the “Qualified User”) provided that such Circulation conforms to
the land planning and registration requirements, and has been
approved by over two-thirds of the members of the Land Owner;
and (ii) the Qualified User may further Circulate the relevant land
use right by means of transfer, capital contribution or pledge
subject to implementing rules to be released by the State
Council. Itis also noteworthy that, though the 2019
Amendments keep silent on the Circulation of the use right to the
rural residential construction land, the amendments have deleted
relevant prohibitive provisions, which is deemed as an effort to
leave space for local reforms with respect to separation of the
ownership, use right and qualification right of the rural residential
land for better and efficient use of idle rural residential land and
houses.

With the adoption of the 2019 Amendments, we believe relevant
implementing rules will be issued by the State Council and local
land bureaus, meanwhile in practice, the existing local rules,
policies and practice with respect to Circulating use right to rural
collectively-owned construction land are likely to be gradually
adjusted to conform to the 2019 Amendments. We will continue
to monitor and timely update interested investors of major
developments in this connection.
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