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On December 21, 2018, the National Development and Reform Commission
and the Ministry of Commerce jointly promulgated the Market Access
Negative List, which applies to both domestic and foreign investors.

On December 26, the Standing Committee of the National People’s Congress
published the draft Foreign Investment Law to solicit public comments until
February 24, 2019. If promulgated, the Foreign Investment Law will
supersede the China-Foreign Equity Joint Venture Law, the Wholly
Foreign-owned Enterprise Law and the China-Foreign Cooperative Joint
Venture Law.




Pursuant to the draft Foreign Investment Law, the Market Access Negative
List and the Foreign Investment Negative List (promulgated on June 28,
2018), unless the Foreign Investment Negative List imposes additional
market access restrictions on foreign investors in respect of specific
industrial sectors, domestic investors and foreign investors will be treated
equally.
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Anti-money Laundering and Anti-terrorism Financing Rules for Online
Financial Services Providers Promulgated
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On October 10, 2018, the People’s Bank of China (“PBOC”), China Banking
and Insurance Regulatory Commission (“CBIRC”) and China Securities
Regulatory Commission (“CSRC”) jointly promulgated the Administrative
Measures on Anti-money Laundering and Anti-terrorism Financing for
Online Financial Services Providers (Trial) (the “Measures”), which will
become effective on January 1, 2019.

The Measures require online financial services providers, including online
insurance service providers, to perform certain obligations, relating to (i)
maintaining an internal control system concerning anti-money laundering
and anti-terrorism financing, (ii) conducting customer identification
procedures, (iii) reporting suspicious transactions and large-value
transactions, (vi) monitoring the lists of terrorist organizations and
individuals and (v) archiving information, data and documents generated
from anti-money laundering and anti-terrorism financing work.

The National Internet Finance Association of China will establish and
maintain an online supervision platform (the “Platform”) in accordance with
the relevant requirements of the PBOC and the financial regulators, and each
online financial services provider must perform certain of its anti-money
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laundering and anti-terrorism financing obligations via the Platform.
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CBIRC Relaxes Equity Investment Restrictions for Insurance
Companies
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On October 24, 2018, CBIRC promulgated the Circular re Matters
Concerning the Establishment of Specialized Products by Insurance Asset
Management Companies (the “Circular”), which took effect on the same
date. On October 26, CBIRC further published the draft Administrative
Measures for the Investment of Insurance Funds in Equities (the “Draft
Measures™”) for public comments, with the commenting period ended on
November 26, 2018.

Pursuant to CBIRC rules, the total equity investments of an insurance
company are subject to a cap 30% of the insurance company’s total assets as
of the end of the previous year. Pursuant to the Circular, a qualified
insurance asset management company may issue special products that aim at
investing in shares and bonds of a publicly-listed company and the
exchangeable bonds of a shareholder of a publicly-listed company, and the
insurance company’s equity investments, if made through such special
products, will not be subject to the aforesaid equity investment cap.

The Draft Measures generally allow an insurance company to make equity
investment in all industrial sectors, subject to certain restrictions. The Draft
Measures also lower the qualifications for insurance companies to make
equity investment, such as solvency and net asset requirements.
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Guiding Opinions on Improving the Regulation of Systemically
Important Financial Institutions Promulgated
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On November 27, 2018, PBOC, CBIRC and CSRC jointly promulgated the
Guiding Opinions Concerning the Improvement of the Regulation of
Systemically Important Financial Institutions (the “Opinions”), which took
effect on the same day. A systemically important financial institution
(“SIFI”) refers to a financial institution that is in banking, securities or
insurance sector and may have a significant adverse impact on the financial
system and real economy and cause systemic risks if it fails to continue to
operate due to a major risk event. A financial holding company may also be
identified as a SIFI by the Financial Stability and Development Committee
under the State Council (the “Committee”).

Pursuant to the Opinions, PBOC will, together with CBIRC and CSRC,
formulate the relevant standards and scopes for identifying the SIFIs on an
annual basis, and the Committee will finally identify the specific
SIFIs. SIFIs will be subject to special regulatory requirements concerning
their assets, leverage ratios, liquidity, significant risk exposure, and etc.

In addition, PBOC, CBIRC, CSRC, the Ministry of Finance and other
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relevant authorities will jointly establish a crisis management team that will
be responsible for adopting a special disposal mechanism for SIFIs, assisting
SIFIs with the formulation of recovery and disposal plans, and conducting
disposability assessment. Each SIFI will need to formulate its own recovery
and disposal plans, submit the same to the crisis management team, and
implement the plans as reviewed and cleared by the team.
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Pilot Program on Customs Duty Guarantee Insurance

2018 4F 10 H 30 H, R BENRRIRSBE KA T ST IR KB
IEPREE ISR A Y » AT 2018 4F 11 A 1 HAR. (A
AR B LRAUE PRI A — PR B SCHR R B B LR RS, B R &5
SR ORA R 3E H 1 Ak mT DA FH SR AR IE ORI AR H AT B0 4 PR IE 8 SR
AT OR R IX PRI RS AR A i . AR L B R IO PR PR LR i, B ARAIE
PRI R 8% A A b B AR % Fl AR 0 55 4 7 FH RROAR

On October 30, 2018, the General Administration of Customs and CBIRC
jointly promulgated the Announcement on the Customs Duty Guarantee
Insurance Pilot Program (the “Announcement”), which took effect on
November 1, 2018. Customs duty guarantee insurance is a new line of
insurance that protects against the risk of any late payment of customs
duties. Pursuant to the Announcement, when an importer or exporter
chooses to pay its customs duties on a cumulative basis for a specific time
period, it may purchase a customs duty guarantee insurance product in lieu
of the previously required bank guarantee letter or cash deposit, and reduce

the relevant financing expense.
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New Tax Benefit for Foreign Investor’s Direct Investment
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On September 29, 2018, the Ministry of Finance, the State Administration of
Taxation, the National Development and Reform Commission and the
Ministry of Commerce jointly promulgated the Circular on Expanding the
Applicable Scope of the Policy of Temporarily Not Levying the Withholding
Tax on Distributed Profits Used by Overseas Investors for Direct Investment
(the “Circular”), which took effect retroactively on January 1, 2018 and
expanded the scope of the tax benefit that has been available since January 1,
2017.

Pursuant to the Circular, if a non-PRC resident overseas investor receives a
profit distribution from a PRC resident enterprise, and uses the distributed
money to make a direct equity investment in another PRC entity, the
withholding tax on the profit distribution will be deferred until the overseas
investor liquidates such direct equity investment. An overseas investor may
apply for a tax refund if it has paid the relevant tax that can be covered by

the Circular.
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