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MIIT Removed Foreign Ownership Cap on E-Commerce Business
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On June 19, 2015, the Ministry of provided in the Provisions for 201546 H19H, 1= Kk An (9%?715(
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businesses (operating e-commerce) to
100% on a national scale.

From now on, foreign investors are
allowed to invest in online data
processing and transaction processing
businesses (operating e-commerce) in
the form of WFOE. However, to obtain
a license to operate those businesses,
foreign invested enterprises (“FIES”)
should also satisfy the requirements
on registered capital, industry track
record and operational experiences as
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businesses no longer have to use VIE
structure to circumvent foreign equity
ratio restrictions. With a booming
domestic stock market, many overseas
-listed e-commerce companies are
considering collapsing their VIE
structures and re-listing in China. The
Announcement removes one of the
major obstacles for those companies
through allowing them to relist in the
domestic stock market without
cleaning up foreign ownership.
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SAT Clarified Circumstances under Which Transfers of Enterprise Assets (Shares) May Enjoy Special Tax Treatment

Fi.% R IR DU A AV B 7= (BB RIFRAE TR E R B R

On May 27, 2015, the State
Administration of Taxation (“SAT”)
released the Announcement on Issues
concerning Administration and
Collection of Enterprise Income Tax
related to Asset (Share) Transfer (the
“‘Announcement”).

The major highlights of the
Announcement include: (a) four types
of transfers of shares or assets based
on net book value and between
resident enterprises in the same
groups (including transfers between
parent companies and subsidiaries,
and between subsidiaries having the
same parent companies) will not be
immediately recognized as taxable
income and will enjoy tax deferral
treatment; (b) such treatment not only
applies to transfers within state-owned
enterprise groups, but also to those
within other types of enterprise groups;
(c) prior approval is no longer required
for enterprises to enjoy the aforesaid
treatment; instead, enterprises are
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only required to submit declaration
form and relevant materials during
annual enterprise income tax
settlement; and (d) if within a certain
period there is any change in the
substantial operational activities of
transferred shares or assets, SAT shall
take back the granted tax benefits in
order to avoid tax evasion through
abuse of such policy.

In recent years, while Chinese
enterprises are accelerating the pace
of M&A and reorganization activities,
they still face various problems such
as excessive approvals, difficulties to
obtain financings and heavy tax
burdens. By further specifying the
previously released preferential tax
policies for M&A and reorganization,
this Announcement provides strong
support for Chinese enterprises to
enhance their businesses and to
expand both within and outside of
China.
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Shanghai Relaxed Regulation on Shareholder and Legal Representative Registration
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On June 2, 2015, Shanghai
Administration for Industry and
Commerce (“Shanghai AIC”) released
the Administrative Measures on
Registration of Company Shareholder
and Legal Representative (Trial
Implementation) (the “Measures”),
which is effective through December
31, 2016.

The Measures simplify the procedures
for submission and verification of
application materials regarding
identities of shareholders and legal
representatives (the “Application
Materials”) through following ways: (a)
adopting a formality examination
approach. By referring to the
approach under the “Negative List’
system, the Measures do not require
relevant shareholders and legal
representatives to be presentin
person at AIC offices for registration,
unless there is suspicious of false
Application Materials and AIC
authorities require shareholders or
legal representatives to make
verification in person; (b) offering
multiple ways for verification of the
Application Materials (in addition to
coming to AIC offices in person,

shareholders or legal representatives
may also use following ways to verify
the authenticity of the Application
Materials: to submit notarization
documents issued by notary public
offices; to submit attestation opinions
issued by lawyers; legal
representatives to guarantee the
authenticity of the Application
Materials on behalf of the companies;
and (c) publicizing enterprises’ credit
information. The Measures also
provide that applicants who have
submitted false Application Materials
to authorities shall receive
administrative penalties, which will
then be publicized through enterprise
credit information publicity system.

As the first policy implemented under
the 22 opinions in the Opinion
Concerning Speeding Up the
Construction of Technological
Innovation Center with Global
Influence (as released by Shanghai
Municipal Government on May 25,
2015), the Measures greatly facilitate
the procedures for start-up companies
to make shareholder registration for
their new investors.
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Zhejiang Adopted “Five Certificates in One” Enterprise Registration System
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On June 17, 2015, the Government of
Zhejiang Province released the Notice
on the Implementation of “Five
Certificates in One” Enterprise
Registration System, adopting a “five
certificates in one” registration system
since June 30, 2015. Now any
company newly registered in Zhejiang
will receive a business license bearing
the registration codes in organizational
institutional certificate, tax registration
certificate, social insurance
registration certificate and statistic
registration certificate, and the
aforesaid four certificates will no

longer be issued to the company.
Furthermore, AIC authorities shall
issue such business license within
three working days from the receipt of
the company’s application materials.

The above commercial registration
system is expected to be adopted
across the entire country by the end of
this year. This will not only enhance
the administrative efficiency of
government agencies, but also
facilitate the registration of enterprises.
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The Supreme People’s Court Issued Judicial Interpretations on Recognition and Enforcement of Civil
Judgments and Arbitration Awards of Taiwan Region
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On June 29, 2015, The Supreme
People’s Court issued the Provisions
concerning Recognition and
Enforcement of Civil Judgments by
Courts of Taiwan Region and the
Provisions Concerning Recognition
and Enforcement of Arbitration Award
of Taiwan Region (collectively, the
“Judicial Interpretations”), which have
become effective since July 1, 2015.

The Supreme People’s Court has

already issued four judicial
interpretations related to recognition
and enforcement of civil judgments of
Taiwan region since 1998. The
Judicial Interpretations are stipulated
based on the integration and revision
of the aforesaid four judicial
interpretations. They greatly extended
the scope of Taiwan civil judgments
and arbitration awards that could be
recognized and enforced in mainland
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China, which will effectively reduce the
troubles of litigation parties from both
Taiwan region and mainland China,
and provide further legal protection for
trade and personnel exchanges across
the Taiwan Strait.
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