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Financial Opening-Up Test Zone to Be Established in Qianhai, Shenzhen

= S B AE R TR SR e, MBS SMTBORTEE D

On June 27, 2012, the State Council promulgated the Approval for
Supporting Development and Opening-Up Policies of
Shenzhen-Hong Kong Cooperation on Modern Service Industries
in Qianhai Area (the “Pilot Policy”), with an aim to support Qianhai
Shenzhen-Hong Kong Modern Service Industry Cooperation Zone
to implement various experimental polices, which are "more
special” than policies adopted in special economic zones (such as
Shenzhen and Zhuhai). The Pilot Policy, once putiinto practice,
will greatly promote the internationalization process of RMB.

The most eye-catching part of the Pilot Policy lies in the innovation
and reform concerning the financial industry, which, as interpreted
by certain government officials, may serve as an important signal
of China’ gradual move to RMB capital account convertibility.
Such financial innovations include, among others: (i) allowing
Qianhai government to explore different channels encouraging
RMB inflow to the Mainland China and construct a cross-boarder
RMB business platform within the Cooperation Zone; (ii)
supporting banks established in Qianhai to provide RMB loans to
offshore projects, and investigating possibilities to allow Hong
Kong banks to provide RMB loans to entities or projects in Qianhai
under the CEPA framework; (iii) supporting eligible enterprises
and financial institutions incorporated in Qianhai toissue bonds in
Hong Kong within the quota-approved by the State Council; and
(iv) supporting foreign-invested private equity funds (including
those with.Hong Kong investors) to develop innovative ways in
terms of capital settlement, investment and fund management.
More detailed supporting rules with respect to the above will soon
be formulated by NDRC, PBOC, CBRC, and CIRC, among others.

In addition, the Pilot Policy also provides relevant principles
concerning reform of tax system in the service industry and
cooperation in such fields as legal, education, medical treatment
and telecommunications in Qianhai.

The implementation of the Pilot Policy is expected to be a
systemic work, which has been divided into some 30 more
detailed tasks (such as formulation of detailed rules'and etc.)
according to local officials in Qianhai. Itis reported that a number
of banks in Hong Kong have already kicked off some preparatory
works involving the innovative RMB-financing businesses by
taking advantage of Shenzhen Qianhai’s test zone.
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Chinato Introduce Regulations on Unlisted Public Companies; VC/PE to Expect

Diversified Exit Channels through “New Third Board”

EESMH G LT ARAFWEINE “B=R" ¥ AFERD

On June 15, 2012, CSRC publicized on its website the draft
1
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Measures for Supervision and Administration of Unlisted Public
Companies for public comments (the “Draft”), aiming to introduce
fundamental regulations governing unlisted joint-stock companies
with more than 200 shareholders or having their shares publicly
traded (the “Unlisted Public Companies”). According to the Draft,
if an Unlisted Public Company is expected to have more than 200
shareholders as a result of private placement of new shares or old
shares, or existing shareholders of such company intend to
publicly trade their shares, such company is generally required to
obtain an approval from CSRC before it can initiate such activities
(note that under the current legal regime, only listed companies
can have more than 200 shareholders and shares of companies
other than listed ones are generally not allowed to trade publicly).
Compared with listed companies, CSRC's approval procedure
applicable to Unlisted Public Companies is a much more simplified
one (no issuance committee review or sponsorship system is
required), and there is no financial threshold requirement for the
issuance or trading of the shares of such Unlisted Public
Companies. Once the Draft is finalized and takes effect, it is
expected to significantly promote establishment and expansion of
the over-the-counter market (or the so-called “New Third Board”)
across the country and may substantially solve the financing
difficulties faced by micro, small and medium-sized companies (or
SMCs) under China’s current equity financing system.

Meanwhile, VC and PE funds are also anticipating more
investment opportunities in SMCs with more diversified exit
channels.

It is noteworthy that the Draft currently confines qualified
subscribers to new shares issued by Unlisted Public Company to
shareholders, directors, supervisors and senior managers of the
Unlisted Public Companies and a maximum of 35 other investors
whose qualification requirements are to be decided by CSRC later
on. Compare with the public investors of listed companies,
investors of Unlisted Public Companies would primarily be
institutions and individuals with more investment experience and
higher risk tolerance.

The Draft also requires that the Unlisted Public Companies shall
register and deposit their shares with China Securities Depository
and Clearing Corporation Limited, and if their shareholders want
to transfer their shares publicly, they should trade such shares in a
legally established stock exchange center. It is also reported that
CSRC is currently formulating relevant supporting rules for the
Draft including, guidelines for articles of association of Unlisted
Public Companies, information disclosurerules, administrative
measures for share registration and deposit and administrative
rules for eligible investors, among others.

CSRC Moves to Lure More QFllIs
RS2 AR — PR QFI KR

On June 20, 2012, CSRC promulgated a draft rule to modify the
Notice on Implementation of Administrative Measures on Onshore
Securities Investment by Qualified Foreign Institutional Investors
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previously effectuated in 2006 (the “Draft”) to solicit public fi, X 2006 AR R (T8
comments, in the hope to attract more long-term offshore it <G5 B 35 AN HURG 5 B8 3 358 N IE 25 1 %
investors and to pursue deeper opening-up of the capital market in & F Jp2:>4 56 [0 BFE &) HEAT1E 8L
the Mainland China. BRI

The Draft intends to ease QFII qualification requirements for (BT FEAK 735 BE /LA FR i
certain foreign investors. For example, for QFIl applicants who ~ QFIl FIE I E R, ik =& HALH . {F
are asset management institutions, insurance companies and aw. AR S GRee. &
such other institutional investors as pension funds, sovereign BOEEEO ML E W] 5 4E %8 2 4,

wealth funds, their minimum operation period is decreased from 5 JAiF 35 ¥ P #iAsi g 5044 3£ CP% )9 5 12
years to 2 years, and the required minimum value of assets under—3& Jt.. A 554 ¥t Ei@ it QFIl % 5
their management is significantly reduced from USD5 billion to AL T2 ] A FRTRR R B A5 S R R i e
USD500 million. In addition, the ceiling aggregate shareholding-  20%7i % %= £ 30% (FEANE /M 55 # K
ratio of all foreign investors in a listed company is raised from 20% & — 5% b 1 23 & IR 22 ()45 I B 1 44 1H
to 30% pursuant to the Draft, while the maximum shareholding of >4 10%). It4b, QFII Kif B SC e r it
any single foreign investor in a listed company remains 10%. In  AN#RATHEES .

addition, the Draft has expressly proposed to allow QFlIs to invest

in inter-bank bond market.

Furthermore, the Draft has also tried to improve the convenience — 7EfAFEREF L, (IBIR) il 7 HiE
and flexibilities for QFlIs’ operation in such ways as simplifying B R QFIl NH A T4 aiE
relevant application procedures, allowing a QFII to open securities 1%/ % 40 BIFSLUESRIK /Y, k2
accounts both for its own account and for its clients’ accounts, and N 5355, BT 38 5 HIE R 1.
permitting a QFIl to engage multiple securities companies, among

others.

INDUSTRIAL POLICIES /| =W %

More Than A Dozen Governmental Departments Support Private Capitals in
Mon@polized Industries

T+ R SRR ST R AN ZE W AT L

Since the end of April 2012, more than a dozen central MUY A JETT G, ASHES. iEEs . EE
government departments, including, the Ministry of Transport, ZE. R R, Mg, B %
CSRC, SASAC, CBRC, NDRC, MOFOM, Ministry of Land and P ExRaER. RIESFTRETE
Resources, National Energy Administration, and CIRC, among LYYy AT AR RSO, ¥ SEE 452 T 2010
others, have successively issued detailed rules and policies to 5 H 13 HmiAn ) (55 B o T 5l

implement the Certain Opinions on Encouraging and Guiding the 15| 5 (A #% % i B & e 45 T2 W)
Healthy Development of Private Investments (the “New Circular (“HFr362%7), LFREFRARFNHK
36”) issued by the State Council on May 13, 2010, in an effort to &G &M AT\, R FERVR . 4Rtk
encourage non-government investments in industries traditionally 45, A8, BEJ7. AEJR. HAS. H ).
monopolized by SOEs such as infrastructure, financial service, Vi T F A5 2 A S
transportation, medical service, energy, telecommunication,

electricity, logistics, municipal public utilities, among others.

Although most of the new rules only set forth general principles MERREE R, SRR EHEE

and failed to provide practical guidance, there are still some BLAEAERE M SO, K2 B A A SE bR
noteworthy points favoring non-government investments. For TR IR AN, (H A Z 5. b,

instance, the Implementing Opinions on Encouraging and Guiding 4R¥i<>F 2012 £ 5 H 26 H &KAiI(<
Private Capitals into the Banking Sector (the “Opinions”) issued by T &kl Fl 5] 5 7] ¥ A3 N ARAT ML

CBRC on May 26, 2012 is widely applauded by the market. SR LY R RZ .,
According to such Opinions, non-government investment shall be ¥ (FE L), RERAIHNRITIE
equally treated with investments from SOE and government FUAth B A <7 [R5 26 A, SRRl R
agencies and is explicitly allowed to enter into the banking il s ATEERAT I R AT I B A L

industry without any special restrictions. Further note that the B 20%F#EE] 15%, kR #AE
3
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maximum shareholding requirement applicable to the major MHERATRSEEH P 5E E RN E
promoting bank in a rural bank is now lowered from 20% to 15%,  Zh#l. Bt4h, EZRKSEES 12 NI
which will give more initiatives to non-government investors to A &1 O B8R 5] R e 4% 5t

operate and manage rural banks. In the Implementing Opinions A\ ¥ 3 AT (4 St 2 L) 0] B Aff A2
on Encouraging and Guiding Non-Government Investment into the 3 A3 AT VIS 78 £ AT . HHBEUE

Logistics Industry collectively issued by NDRC and other 11 ST T AT DUIRTS i ik Hr . EZANCE
central government departments, private enterprises would be T S 1 B BB s A ] 44 B TR B

given more government supports in terms of vehicle passage and ~ Bi4M% % (A AN S T2
land use right when they engage in the logistics industry. SAFE’s

new rules, in the meantime, are focusing on simplifying certain

forex administrative matters concerning outbound investment by

private companies.

It is widely commented by the media that the issuance of sucha  PFEIAA, AEHREHSE N
large volume of new policies not only reflected the government's  T7&52 “Hr 36 587 HIF 2, HLZY
efforts in implementing the New Circular 36, but also mirrored a R A GFHEE NI R T, “hi A

practical need to adjust the country’s economic growth model from  F45#). K" WLF KRTEE, ¥
an export-oriented one to one driven more by domestic demand. A1 5, %S¢ “H7 36 &7 MELEL
It is expected that promulgation of this round of new rules would in 4N 2R &, ST I0KBOOF R ) %t
general help remove multiple restrictions over non-government AT E BAT I E A B AL S
investments under the current legal regime and gradually eclipse  4JUls {1 25 it & B KR & X, BU
the monopoly status of SOEs in many industries. HESN B 1) (R JB) B B

SRtk

LAND POLICIES | +HF %

MLR Amended Measures for Disposal of:ldle‘l.and
[+ BRI IR B b B A

On June 1, 2012, the Ministry of Land and Resources (“MLR”) 201246 H 1 H, HELRBEHRAMT
issued the newly amended Measures for Disposal of Idle Land BT (N E LR B IMEY CCIp
(the “Measures”), which has come into effect on July 1, 2012. No E)"), & F 201247 A 1 HiEEs5L i .
substantive change has been made in the Measures compared R CIpiED FFEARNS AT R i s

with the precedent ones, yet the Measures have made certain JRHERET, EEBITHTEE, (IHE)

procedures more clear and practical in a hope to facilitate X LERR PR HIHAT T, JEX

revitalization of the inactive and unused land in the future. PN BAT o 15 R U R R 3 SOk thE
W B HAR AR R, A BT
TGN E L.

The Measures have explicitly distinguished idle land caused by CINED BB X 4 1 O JE R IR 1)

government authorities from such land with other causes. For iR H A PR B o 6T PRTBURF SRR A

idle land caused by government authorities, it can be disposed B R, BN5S H5 AR,

through more flexible ways based on negotiations with competent A% 2 Fl R G AL E 7 3 TxtT

government authorities; for idle land caused by other reasons, it HAhH B tih, kL4 E51T G

shall be dealt with strictly in‘accordance with the current rules (i.e., P & s —FE 3 H 4 R 20%70E 4%

the competent government agency is empowered to charge a fine iR & 2%, K& FIEN T E” 1
| up to 20% of the cost of land if the land is idle for one year, and to 48 /7.

take back the land without compensation if it remains unused for

two years).

As to the specific procedures concerning disposal of idle land, the — #£ B&FEF E, (FME) 80 TIAEN

Measures introduced certain technical standards and more B BARPRAEA TAEAE, DA e+
detailed procedures to help to determine the facts and causes of  HipF B IS SL MR 563 7 AE4tHy
the idle land, and also streamlined administrative procedures PR L 2 RN TG B2 S [B] - A FH AL AH 5%

governing collecting charges and land taking back right. Further, F£55, FEBIRE 7 JF & G EATE
4
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the Measures also clarified that land developers are entitled to P YFIAHIRR], fFHE LA EE
request for hearing, appealing and filing lawsuits against the HOAHAEE

relevant government authorities with respect to the disposal of idle

land so as to make the Measures more sensible and practical in

future practice.

For further information, please write us at inquiry@hanyilaw.com.
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