#r— B %R

HAN YI LAW OFFICES

December 2018

TABLE OF CONTENTS / AHHARE

PRIVATE FUNDS / fE#4%

AMAC Released Naming Rules for Private Investment Funds / "1
ETRCN a e S ATEZE Y

CAPITAL MARKET / %A
China Plans to Establish a Science and Innovation Board / 7 [EJL# 7

BHIBR

CRSC Tightens Restrictions on Trading Suspension and Resumption of

Listco Stocks / T A5 &2 R I &

EDUCATION / ¥#&

New Rule Issued to Curb Excessive Profit-Seeking in Pre-School
Education Area / “ZHIEE WM G, SEILTALFLZER

N




o — 6 F YR

HAN Y1 LAW OFFICES

CHINA REGULATORY UPDATES

December, 2018

PRIVATE FUNDS / RE# 4%

AMAC Released Naming Rules for Private Investment Funds FEh R (FAEREEESHFZIES])

20184F11H20H, HEHFHFHRERES e ( “Hk
W) KT (RHEREESEGLHELD (“ (F
g1 7O, H20M19E1HIH R Bz b &
W REAT: 76 R0 il & R IR SR B B S A
LR ERNHIER (EE) AT, ME20199 1H1H
OB RO &R RGNS B I & T L
B GRBY WIS L.

(F51) T2 A SR EE G A FRIE I 2R ik 2
RKe ONEFIIR. BoREERARKR, AESHW
AE IR T B VRVA BB N AT 54 s (i) A5 5 AT AR
AR SRR, ARG T B, A5
FEAR SR A2 UL A5 DL A6 5 K BliR 3 2k 0l 45
s (i) 24 51 B A U Boolk 95 0 K P FE . 0T
e Y e A= = 2y A N A OTN %573
PSR IAAR DA RIS TR,
AR A I AR BT R s, D 2 8 IR B
B DAL (iv) it e 5 AT SRR L iR, RAM
MEFBRE AR P RS EE 5 K e 7
FEs WA RZHAR, BB LT R
AR TR

CHE T YR AR A 358 A AL S5 43 B O < I AR AR N
TATAE o BRI, ARA S35 < 1 A B A S A
AR, AR N E R

2 A

CAPITAL MARKET / ¥AT3

On November 20, 2018, the Asset Management Association of
China (the “AMAC”) released the Naming Guideline for Private
Investment Funds (the “Guideline”), pursuant to which any
private investment fund filing to register with AMAC after January
1, 2019 shall name itself according to the Guideline, while the
funds that have completed the filings or already submitted for
filings with AMAC before January 1, 2019 may adjust their
names according to the Guideline.

The Guideline stipulated a few naming rules for the private
investment funds. According to the Guideline, (i) the name of a
fund shall not express or implies principal or return guarantee, or
contain any word that may mislead or confuse investors; (ii) the
fund shall not make any false record or misleading statement,
forecast investment performance, or exaggerate or mislead fund
performance without providing objective evidences in its name;
and (iii) the name of the fund shall include the words describing
the category of the fund business. With respect to a private
equity fund, it may use the words to reflect the characteristics of
specific investment fields such as “venture capital investment”,
“buy-out investment” in its name, or use the word “equity
investment” if no specific investment field is specified; and (iv) to
avoid confusion with publicly offered funds, the name of a
contractual private investment fund shall contain the words
“private” and “fund”, and shall further include “structured” if the
fund has structural arrangements.

The promulgation of the Guideline signaled that the naming rules
for onshore private investment funds have been included in the
self-discipline regime formulated by the fund industry association,
which represented a basic step for self-discipline of private funds
to strengthen the protection of the small and minority investors.
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On November 5, 2018, President Xi Jinping announced that
China will establish a science and innovation board on the
Shanghai Stock Exchange (the “SSE”) and is currently
experimenting with a new registration-based system for IPO.
The China Securities Regulatory Commission (the “CSRC”)
echoed this message in the form of an Q&A session in a press
conference held on the same day and stated that the CSRC and
the SSE would promptly formulate and perfect the legislative
regime governing the new board according to relevant laws,
regulations and policies. The SSE also confirmed that: (i) the
new board is independent of the existing main board market and
a pilot registration-based system will be trialed on such board;
and (ii) the SSE will formulate the work program, rules and
supporting measures under the unified deployment and guidance
of the CSRC. The market generally believes that the
establishment of the science and innovation board will provide a
new financing platform for high-tech startups and will offer
another exit channel for PE/VC funds. We will continue to
monitor and update on regulatory developments and the
corresponding PRC practice in this connection.
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The CSRC issued the Guiding Opinions on Improving the
System of Trading Suspension and Resumption of Listco Stocks
(the “Opinions”) on November 6, 2018, providing the basic
principles of prudent suspension, phased disclosure and strict
confidentiality for A-share listed companies. The release of the
Opinions indicated that a comprehensive and systematic legal
framework for trading suspension and resumption of listed
companies from self-regulated level to departmental rule level
has been established.

According to the Opinions, (i) only eligible parties are allowed to
apply for trading suspension, and any suspension without proper
reason or delay in trading resumption is not permitted; (ii) if a
major event occurs, the listed company involved shall disclose
the specific circumstances in stages and shall not arbitrarily
apply for suspension on the grounds of uncertainty of such
event; (iii) in the process of planning and implementing
significant corporate matters that may affect the trading price of
the company’s stocks, the relevant parties shall earnestly fulfill
the confidentiality obligation and shall not seek to skirt such
obligations by applying for trade suspensions. In order to
implement the requirements of the Opinions, the SSE and
Shenzhen Stock Exchange have solicited public comments on
the draft suspension and resumption of the stocks of the listed
companies respectively on November 21, 2018.

The CSRC and the stock exchanges mainly target to resolve the
current problems of untimely, frequent and long-time trading
suspensions of the A-share listed companies to protect small and
minority investors by performing the originally designed function
of the suspension and resumption system under the above
regulations.
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The Central Committee of the Communist Party of China and the
PRC State Council issued Several Opinions on Deepened
Reform and Standardized Development for Preschool Education
(the “Opinions”) on November 7, 2018, with an aim to curb the
excessive profit-seeking activities of private capitals in preschool
education area.

Highlights of the Opinions include: (i) private capitals are not
allowed to control any for-profit or non-profit kindergartens built
on state-owned or collectively-owned assets by means of M&A,
entrusted operation, franchising, variable interest entity or
contractual arrangements. The education department will work
with other relevant government agencies to crack down on
previous violations in this regard and those kindergartens that
have engaged in non-compliances in this connection are not
allowed to further increase capitals until they have rectified; and
(i) no private kindergarten may be listed on any stock market in
whole or in part. Listed companies shall not invest in for-profit
kindergartens through capital markets, nor purchase assets of
any for-profit kindergarten whether in cash or shares.

The Opinions provided a few details on the regulation of non-
profit private schools under the Implementing Rules of the Law
on the Promotion of Private Education (Revised Draft) (Draft for
Review) (please refer to our September 2018 issue of China
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Regulatory Updates for details) promulgated on August 10, 2018,
which will have a significant influence on the investment and
financing activities in the preschool education area and will
further limit the financing sources for private kindergartens. We
will continue to monitor the implementation process of the
Opinions and the follow-up legislative developments.
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