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§ 1:17 | .
e G ions'took effect on April 12,
The on%nal Am;%:‘:lynng;{iﬁom almost all acquisitions in
2093’ @m&e t?reign capital was involved. The gngmal Acquisi-
GBS bstantially modified in 2006 to add

tion Regﬂlaﬁ"“?nget{,ee iuse of special purpose vehicles formed

chapters gove L - | d the use of foreign registered
B %?;:yxa::;:s foarn a ChineseR:cqtlxiii'tion.’tﬁccord-
: - ‘ sinal Acquisition Regulations, they ap-
S :g md:hicgfat?:u(i’gggns -ancgl asset acquisitions. Article 2
&de that the original Acquisition Regu}ation§ apply to all asset
acquisitions in which foreign investors either (i) establish foreign
‘hvestment enterprises or FIEs to purchase assets owned by “do-
mestic entities” and operate such assets thrqqgh”the FIEs, or (11)
purchase assets directly from “domestic entities” and contribute
<uch assets as capital to establish FIEs that will operate such
assets. The original Acquisition Regulations do not clearly define
“Jomestic entities,” but in practice it has become clear that all
PRC enterprises, whether state-owned, privately owr}ed or other
FIEs are encompassed by the legislation. The only circumstance
where the original Acquisition Regulations appear not to apply is
when the acquirer is an existing FIE actively involved in busi-
ness and it acquires additional assets within China for that
business. Although there is no specific test as to how long the
buyer’s FIE has to exist before the merger or asset acquisition 1n
order to escape the Acquisition Regulations, it is clearly the case _
that the FIE had to be established for some distinctpurpose{
other than to acquire the business. Rt | R
In all cases, whether under the original Acquisition R
tions or the new Foreign M&A Regulations, the Ministry,
merce has been restored with the appr?'val pgwg P

proposed transaction. et 4
IV. PRESENT M&A LAW IN CHINA

§1:18 Summary of present M&A law \¢ = _
The curious fact therefore is that China’s curreng~

N
4

18l ' ST LT

mk’-ﬂ . ‘>t : 1T V. Al -y} ',_.," :
1A "Regulations on Acquisition of Domestic Entities by Foreign Investors,
Ministry of Foreign Trade and Economic Cooperation, State Administration of
Industry and Commerce, State Administration of Foreign Exchange, and State
Administration of Taxation (March 7, 2003) (P.R.C.) (the “Original Acquisition

“Provisions on the Merger and Acquisition of Domestic Entities by Foreign
Investors, Ministry of Commerce, State-Owned Assets Supervision and
Iég{mnmtrat;qq Commiss n, State Admmiptratwn of Industry and Commerce,
# 1g:n8ecm iies Regulatory Commission, State Administration of Foreign
. Dl((: ge, and State Admnispration of Taxation (Sept. 8, 2006) (P.R.C.) (the

mestic Acquisition Regulations”) (see Appendix A),
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5 Lo M&A activity ctions by private equity
§2:27 Foreign MA 8 reign acquisitions by private.
§228 Factor SOICTE conperative enterprise acquisitions
fig Fzmign acquisition of & domestic enterprise
g - 1€8
§2:31 gkgoveﬁ::sl;b:ndt%mmmsm1m State-owned enterprises
§ 2:32 reign

1 materials listed in KeyCite Scope can be

o Ca:f:o:;: &?ﬁeleg‘:l :\e:vice on Westlaw®. Use KeyCite to check
mmhefgr o parallel references, prior and later history, and comprehen-
:i:bgtﬁtor i:fon’ng:ion, including citations to other decisions and secondary

matenals.
| R R R T

§2:1 Introduction

The interest in mergers and acquisitions of companies formed
in the People’s Republic of China has never been greater. In a
survey conducted by a consulting firm, 63% of the respondents,
which consisted of 75 investment bankers, private equity
practitioners, and corporate executives, thought that tl.le.re was a
significant amount of inbound and outbound M&A activity being
generated in China.’ Almost half of the respondents thought that
because China’s economy was growing at a very fast rate, the
market for acquisition activity was robust. The same participants
also remarked that there remained considerable uncertainty as
to how one made an acquisition in China and what the com-
mercial and corporate laws governing the ownership of «an
enterprise in China were. %

The purpose of this work is to resolve such uncertain% nd
explain the legal parameters for merger and acquisi@ ities

in China.
L. THE PLAYERS ‘KO $

§2:2 In general 2 §
The purpose of this section is to describe bﬁeﬂgﬁn of the

principal players involved in mergers and acquisitions in China.
A. THE ACQUIRERS

32:3 State-Owned Assets Supervision and
Administration Commission (SASAC )
SASAC owns all -
shareholdings in

e —

[Section 2:1]

national state assets, including large state
many formerly wholly state-owned enterprises

"US/Chi .
2008). inese Cross-Border M&A Spotlight (Mergermarket Survey, Jan.
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that have issued shares in the

; ublic markets SAQAC

acquire other eqt(*rprises, but i‘r)mt:!:,(l r:;,::;l::.:“;,:/\f:;\:'lrl('l.m!’g not
me?ge and.acqmre other subsidiaries, Since thp\ ,-.: .~,:» 1‘.':,:;-:« tln
active portion of China’s M&A market it i« correct tc ', | ,r. i
description of SASAC as it i« i S
the M&A activity in China

the decision-maker as to much of
.SASiAC lsha L:ommi.?sion.of the State Council, and reports
directly to the State Council SASAC acts as investor of state-

owned assets on behalf of the central government and aims to

strengthen the management of state-owned assets. SASAC was
founded to shoulder responsibilities of:

@ .the formexz, St..éte Economic and Tr
ing stg&?:gwned enterprises’ reform and management.

e the )?:0’1;@‘91‘ Work Committee of Enterprises of China Central
C ﬁm}lttee of the Communist Party,

ON%.WIinis

.p_rx}_of Finance relating to state-owned assets
nagemeént, and

portiom, of !ihe responsibilities of the Ministry of Labor and
Soc1¢a31‘ ‘§ecl1r1ty relating to state-ownership.

ASAC Maggs RMB 6.9 trillion of state-owned assets. SASAC
dlre%S'uperwses and manages 196 enterprises that own these
S -

ade Commission in guid-

\ ned assets and SASAC’s investment represents RMB 2.5
Q n of owner’s equity.

2
o8

J
S

hina also set up state-owned assets supervision and adminis-
tration bodies at the provincial and municipal levels. Both the
state-level and the local-level commissions fulfill the responsibili-
ties of investors of state and local assets authorized by the State
Council and the local government. Apart from fulfilling the
responsibility of state assets’ investors, SASAC is also in charge

of guiding and supervising local-level state-owned assets manage-

ment according to law. All local authorities of the state-owned
supervision and administration must strictly implement laws

and regulations concerning state-owned assets supervision and
administration.

§ 2:4 State Holding Companies

State Holding Companies came into being as China restruc-
tured its state-owned enterprises on more commercial lines. A

State Holding Company’s shareholder is the State itself, normally
represented by SASAC.

For example, in the 1950s, China followed the Soviet model
with a Ministry of Petroleum Industry and a Ministry of Chemi-
cal Industries. In the reform of 1988, the central government
abolished the ministries and transferred their responsibilities to
China National Petroleum Corporation (CNPC) and China
National Petrochemical Corporation (Sinopec). In order to create

21
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.oy, the central government fur-
competition and greater em?lel.}?l} A Eietrating boh -
jonal grounds, giving

CNPC control of the North and Sinopec control of the South. At

' ' were State Holding Companies
e C Smopel;:e various oilfields and petrochemi-

. 'S 1 in t DAY L.
holding the state's interes | lly incorporated subsidiaries, and,

: h loca : .
i‘:ldl:la:znin;ca%: ;he?rxghenﬁcal plant like Shanghai Petrochemi-

tion had become a stock or Pubhc company and 1ssued
gglag;?gr&e public, holding the State's shares. |
On February 25, 2000, China Petroleum & Chemical Corpora-
tion was established as a joint stock hmlted‘co.mpany with
Sinopec Group Company as the sole shareholder.” Sinopec Group
Company transferred to its new subsidiary the businesses of
various refineries and also transferred its shareholdings in 13
then listed companies. Sinopec Group Company also agreed in
the reorganization agreement to transfer to China Petroleum &
Petrochemical Corporation its exploration and production licen-

ses and all rights and obligations under the agreements in con-
nection with its core businesses transferred. This massive reorga-

nization permitted China Petroleum & Chemical Corporation to
go public in the same year.*

Sinopec Group Company, as a State Holding Company, owns
(as of April 6, 2007) 65 billion shares of China Petroleum &
Chemical Corporation, constituting 75.84% of its issued and
outstanding shares.® Such a significant shareholding gives
Sinopec Group Company complete control over its El;lﬁi“c
subsidiary. £

In addition to companies that hold the State’s 1 st in
publicly listed companies, there are many State h compa-
nies for non-publicly listed companies.

RS
¢
£2:5 China publicly listed companies gﬁ $
.6

There are now over 1,000 Chinese comp s list stock
markets in 1, Shenzhen, Hong Kong, New , London
and elsewhere. The vast majority of these compa are owned

and controlled by .State Holding Companies, although some have
diverse shareholdings among a number of State Holding Compa-

nies and the public. The principal stock exchanges where these

[Section 2:4]

3 "FORM 20-F China Petroleum & Chemical Corporation, April 6, 2007, p.
. “FORM 20-F China Petroleum & Chemical Corporation, April 6, 2007, p.
o "FORM 20-F China Petroleum & Chemical Corporation, April 6, 2007, p.
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companies have listed their shares are f . |

& : >1dreés are the Shanghai Stoe
London Stock Exctar s mrock Exchange, the NASDAG, and the
Wh7qh1 -XChange. The Shanghai Stock Kxchange has con-
siderably more large companies than the Shenzhen exchange

and the Hong Kong Excha - .
.6 =Xxchnange 18 consider:
any of the other foreign oxchanges ably more popular than

§2:6 Foreign investors

There are currently 260,000 forei
China and forgign investn

exceed USD60, billion per
ity of this investment has
to mergfmand acquisitio

reign investment enterprises in
1ent utilized from these enterprises has
year for several years.' The vast major-
gone into greenfield plants, as opposed
n activity. The first acquisition of an

eXIS@%”Chinese business was probably the 1984 investment of

5. -.-‘Johnsqn Cgmpany In a Shanghai joint venture into which
(SJohnson comntributed cash that was used to purchase the as-
an",,ep§?lpg shoe polish company in Shanghai. This lack of
oreign_acquisition activity is due to the difficulty of completing
fore1gﬂ£39¢dulslt10ns of domestic companies. It is also the case.
however, tha.t many joint venture deals where the Chinese party
CC butes its business assets to the new joint venture as a

pital cozntribution are not treated as acquisitions, but as joint

FDlin China: 1995 -2005

‘@ Acquisitions m Total FDI

Acquisitions

The majority of this foreign direct investment takes the form of

[Section 2:6]

'"National Bureau of Statistics at http//www.stats.gov.cn/tjsi/ndsy2006/h
tml.

2pureau of National Statistics at http/www stats.gov.en/gs)y/Ndsy/ 2006/
html.
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: o ollv owned subsidiaries.
either joint ventures or wl:o("gi'“g ,

Us § 3llon

ey — —®— Cooperative Vertures ~ Wholly Forsign Owned Enterprises
Equity : : =— Cooperative Development —@— Share Sales
——— il mationa! Lease ———Componsation Trede ~—— Procesaing and Assembly

§ 2.7 Foreign investors—Strategic investors

The majority of investors in China over the years, both of those
establishing new plants and those making acquisitions, have
been strategic investors—that is manufacturing or service
companies that came to China for the purpose of expanding their
business in a new market. Such investors as General Motors
Corporation, Intel, The Coca-Cola Company and Wal-Mart have

all established numerous facilities in China to carry-on th ‘
business there. 4 (_

2

§2:8 Foreign investors—Private equity investors

Private equity investors are much more recent s to thel

China investment scene. The first China ventu
ChinaVest, was formed in Hong Kong in 198
USD12 million. There were many reasonsy

' reasonsdi slo t of
private equity in China, but some of the miére signi were
the following: ¥ | |
e The funds lacked adequate time and capito$) invest in
start-up enterprises;
©

The transfer of interests in existing enterprises was legally
comphcnte.d and required government approval;
® The existing rules for domestic lending did not permit

forei.gn lgan}cs to and foreign banks were not willing to
provide significant leverage for acquisitions;

® There were few experienced managers with knowledge as to
how to buy and then operate a P
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~In the past 10 years China’s financial assets have multiplied by
7.5 times, but the actual percentage of those financial assets held
in bank deposits—rather than diversifying into a series of
financial products—has increased from 82.8% to 85.4%. Even
with the real interest rate averaging between zero and 1%, bank

[Section 2:8]

\ ' ity in China: What Foreign Inves-
J. COLBY, The Growth of Private Equity in ‘ :
tors Need to Know (Dec. 10, 2007) speech at ACI 3rd National Symposium on
M&A in China.

2Brian Murray, The Impact of China’s Changing Demographics on Busi-
ness, (Speech May 28, 2007, Shanghai), shide 18.
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. mply
deposits have grown FFHE, oy
aﬁglg:ltsl.e tt:isrstzrtll\gvg:ltlli?se I:léed assistance 1n reinvesting these
p 5

: ' the depositors
s 1 ble investments, and second, th OIS,
de‘c’hmts sltt,‘atizf\irtnaed Factories, insurance companies, securities
f\l;uee:sand pension funds would like an alternative to depositing

their funds with the banks.

$2:9 Foreign investors—venture capital development

| China has tried repeatedly to spur the development
of ‘313311‘;%2 venture capital funds, 1ts eﬁ:orts to date have been
Jess than successful. The government 1s aware that venture

capital fands the development of new tgchnology, anc,l bu.ildin o
the nation’s domestic technology base is the country's highest

because of the absence of other vi.
¢ has caused two significant

~isks involved in lending to technology qompanies and do not
have the flexibility to provide mixed equity and debt products
common in the industry. Moreover, most start-ups are unlikely to
he able to pay the fixed interest and principal payments required

by the banks." Thus, without venture capital, China’s domestic
technology base is growing slowly.

$92:10 Foreign investors—Progress toward opening
private equity in China

The National Development and Reform Commission (NDRC) is
drafting a new regulation that will allow state banks, commercial
banks. brokerage firms, insurance companies and pension %d,s
to invest in domestic, private equity funds. The ND% as
indicated that. at least initially, investors will not inclu
individuals.! While work on the regulations authoriz
+ional investors to invest is ongoing, there is no spe efr
for the publication of the new rules. O

B. THE DISPOSERS Q& $$ 4

£§2:11 SASAC and local entities
ergers and

As noted above, SASAC is a major player in t@
isitions business, both encouraging its subsidiary State Hold-

ing Companies to combine to make even bigger consolidated
companies, and selling state-owned enterprises to buyers that

wish to enter the China market.

[Section 2:9]
"Private Equity in China, p. 1 of 7.
[Section 2:10]

"Chen Huiying, Hu Yu, Michell :

s 18, ; e Blance: Homemade Equity Funds on
C:lem ﬂsinu.(Aprgl 1L, 2000 at //66.92.129.177/index.php?option=com.__c0
nten =view&id=19& =1, (herein “Homemade Equity Funds”).
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then would disburse the

With the backing of the Ministry of Finance, the AMCs purchased

a large numbeg of non .
Al N performing loans f s
greatly improved each of the bank’s halz:ncg)gw:rti i

The, AMCs'had the difficult ; |
the lﬁ{ o B ctt}l1 ; job of enforcing the security that

State-enterprise borrowers
t ‘(?nvi?tlzsdhad found to be politically impossible. Once ist;estl;
S ﬂgk V%}nto the name of the buyer, the AMC would then

pt to[rspose Of. this group of assets. While there was much
O; iterest {m{n botb private equity concerns and, to a lesser extent
Stratig1~,mbuyers In acquiring assets from the AMCs. it p‘rove(i

bO quite ‘difficult to do so. On the one hand, the State Administra-

0ot Foreign Exchange, which had to approve each deal. was

éﬁtgnt to do so singe such a sale converted an RMB asset in to
foreign debt or equity obligation—that is, at some time in the

future, China would have to use foreign currency to pay off an

tion was made by a domestic acquirer, the requirement for ap-
provals was considerably simplified, since it was not necessary to

involve the foreign investment approval apparatus.

§ 2:13 Private entrepreneurs

During the decade of the 1990s, China developed a class of
private entrepreneurs that now own a substantial number of
factories and businesses. Some are rags to riches stories like the
young engineers who founded and grew several of China's sue-
cessful Internet companies like Alibaba, Baidu, Eachnet and
many others. Other entrepreneurs were former factory manag-
ers, who entered into contracts with the local SASAC bureau or
enterprise that guaranteed a fixed profit to the government. These
entrepreneurs had to pay over to the State Holding Company or
government owner of the enterprise a fixed amount eaclg year,
which was based on what the prior profits of the enterprise had
been. These entrepreneurs, however, were allowed to retain any
profits above the stipulated amount that had to be surrefxdered
and, over time, these savings became sufficiently large so that

the entrepreneur could either start his own factory or offer to buy
those of the State.
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$2:14 Foreign companies with China subsidiaries
N

ies that are occasionally involved i
o ﬁn:;(i‘r:lclgu(;iic&?ga:ctivity n Ch‘ina are thg holding
merger.es and China subsidiaries of foreign companies. These
oompan}es can purchase domestic enterprises just as thgn* foreign
oopammnpatmco ration can and, in such cases, there is slightly lesg
= lexit)r’pi(;l the procedural requirements. Only strategic inves.
:zrspcan engage in such activities since p_rivgte equity concerns
are not permitted to form holding companies in (?hma and, while
it is conceivable that one acquired target Qf a private equity fi rm
would make the firm’s next China acquisition, it 1s not somethin o
that appears to have happened to date.

C. THE REGULATORS

§2:15 National Development and Reform Commission
(NDRCO)

The NDRC 1s a governmental organization directly under the
State Council which is empowered to regulate the national

economy at the macro level. Its general functions in relation to
M&A activities and foreign direct investment are:

e supervision and analysis of the use of foreign capital:
e formulation of strategies and plans to utilize foreign invest-

ment; |
e coordination with other departments to draft a catalogue
guiding foreign investment in industries: N>

concentration; and ¥ 4
¢ arrangements for important and large-scale @ mvestgd

projects. {;‘
are

More specifically, the NDRC and its loca& terparts ;
] eign
cil pro ated its

e review of issues regarding State security and ié(t'ﬁti:ial

responsible for approving or verifying
inves}:ment. On July 16, 2004, the State

cision”),’
which on the surface replaces the traditional ap process for
mvestment (Ii xiang) with a verification procedure‘the zhun). The

verification procedure is supposed to be less strict and simpler
than the approval process, both in terms of the documentation
involved and the extent of examination. The general thrust of the
Decision is that in regard to any project that does not involve the
use of government funds, the NDRC and local authorities are to
verify and approve only those important projects and those that

are restricted for the purpose of protecting the public, while all

r——}

[Section 2:15]

1 s
Decision of the State Council on Reform of the Investment S State
Council, Guo Fa 2004) No, 20, July 16, 2004 (P.R.C) (seESA’Sﬁé‘ndii"Xi’“ oty
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Ao . responsible for projects in th
encouraged and per ategories w Prosind e
: % ts permitted categories whose total investment is

SD100 million, and those i : . ,
total ifVestment is Jes. OS€ in restricted industries

: o less than USD50 million.
0 Implément the 1S]

erification)Measures.® The Proj IR
y & e JeCt Verlﬁcat O N C S
the ers of the NDRC and its lon Measures restate

local counterparts by repeatin
: p oval limits stated above, .and additionally provide tha%
) €] . | ojects of not less that USD500
illion and. restricted projects of more than USD100 million are
5 be examined by the NDRC a

: : . nd then forwarded to the State
Cqupc1l for verification: (b) all restricted projects below USD50

ed by the provincial level development
and may not be delegated further down

‘chy, ) for projects below these limits but above
USD30 million, the pro

| . vincial authorities must forward a copy of
their verification to the NDRC.® Bec

Measures require the submission of numerous details in regard
to the project, including an environmental impact assessment.
full details on capitalization and source of funds, the scale and

main particulars of the products, and the planned pricing, the
NRDC exercises much the same approval powers it once did (us-

ause the Project Verification

ing the name of MOFCOM) when the investor was required to
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*Decision of the State Council on Reform of the Investment System, State

Council, Art. 2(1), Guo Fa [2004] No. 20. July 16, 2004 (P.R.C.) (see Appendix
A)o

| 3Catalogue of Investment Projects to be Verified and Approved by the
Government 2004 Edition (attached to the Dec}sxon of the State Cogncxl on
Reform of the Investment System), State Council, Guo Fa [2004] No. 20, July

16, 2004 (P.R.C.) (herein referred to as the “NRDC Catalogue™) (see Appendix
A).

‘NRDC Catalogue, Article XII.

SInterim Administrative Measures on the Veriﬁchtim; of b‘o\l}‘&‘f;}“(\;ftt:f
Projects, National Development and Reform Conumssu‘):\ l..OO-&.\l i ol.u.{&. NV
2004 (P’R.C.) (herein the “Project Verification Measures') (see Appe A

and 20 (P.R.C.).
°Project Verification Measures, arts. 3, 4, and 20 (P.R.C
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' ¢ Commerce (MOFCOM)
§2:16 Mimm ¥ ministrative organization under the State
MOdFlCtgat Slays the leading role in foreign economic relations

S ' ic trade, including foreign trac}e, foreign
.and fos xmmxgn' rez;ll:gziugftazmestic trade and other important
mms'ks :sn ts,uch MOFCOM has succeeded to the powers and

thority of two different branches of the government: on the one
:u d. the Ministry of Foreign Trade (MOF) ar}d the For91 gn
Ina:wtment Commission (FIC), which were consolidated first into
o Mimietry of Foreign Economic Relations and Trade (MOFERT)
and later the Ministry of Foreign Trade and Economic Coopera-
tion (MOFTEC) were charged with regulation and supervision of
foreign trade and foreign investment; on the ot.he.ar hand, the
State Economic and Trade Commission and the Ministry of Com-
merce were charged with supervising domestic investment and
domestic trade. The combination, which occurred in the reforms
of 2001, created the new MOFCOM with regulatory powers cover-
ing foreign and domestic trade, as well as a continuing role in
regard to foreign investment.

MOFCOM’s principal duties are to formulate devglopment
strategies, guidelines, and policies for domestic and foreign trade
and international economic cooperation, draft laws and regxﬁ:._
tions governing domestic and foreign trade, economic coope N
and foreign investment, and devise implementation ru énd
regulations. Additional duties of MOFCOM include to; ly and

put forward proposals on harmonizing domestic I ion onl
trade and economic affairs as well as bringing Chingés \
and trade laws into conformity with multﬂat( nd bilateral
MOFCOM must also formulate development plans for. domestic
trade, study the reform of the commercial distributio:
foster and develop urban and rural markets, prom e restruc-
turing of the commercial distribution sector, and the improve-
ment of such modern distribution modalities as chain store opera-
tion, modern logistics, and e-commerce.

it China F piays an important role in foreign direct investment

ause of the 2004 revisions to the veri 1 -
cess, the NDRC and its local o s to the verification pro

tion or approval rgans are charged with the verifica-

eral SpaFiant mgs?ut MOFCOM continues to exercise sev-

® Most notably, examination and an T oA
sl and a )
ment applications, articles of . pproval of foreign invest

of P 5.
contracts of foreign iny assoclation and joint venture

ystem,
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q :ltt.rollof foreign investment projects that
> Supulated by the State. or where invest-

d re '
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e State Council on Reform of the Invest tS
System,
10 Fa [2004] No. 20, July 16, 20 RC) (ot

04 (P.R.C.) (see Appendix
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:on of Industry and Commerce

FCO ' Iso play a
ts local counte.rpa.rts al .
Lixs MOSELL A isition activities 1n China, since

and acqul N s . .
T rec;ister enterprises, issue business li-

: to : N
the SAIC 18 empoxei;dtheir day-to-day operations. While the
censes ant Tl sre the dominant regulators before an

NDRC and M_OFCOM the SAIC is the most important regula-

unterparts conduct annual inspec-
. .o in China to confirm that their operations are

. accordance with the law. Such annual inspections frequently
in

have stated specific areas of interest that the SAIC will announce

' ] ] | rticular atten-
' all of its local mspectors.to pay pa
go:dt‘;a:';eeiozonducﬁng their examinations. The bre aglth of phe
QAIC's responsibilities are evidenced by the nun}ber of its subsid-
jary bureaus, some of the more important of which are:

Table 2.1

Responsibilities
Examines and approves busi-
ness names, issues business

licenses to enterprises and .
other operating units.

FIEs and resident repre

Bureau

Registration Bureau of For- enta-

tive offices must appl
registration. The bl
proves names, 1SSUes
licenses, and regulates regis-
tration behavior \

i Y

eign Invested Enterprises

Fair Trade Bureau Initiates inveStigation regard-
- ing economic offenses,stch as
monopoly, unfair cempetition,
smuggling, and selling
smuggled goods.

Direct Selling Regulatory Bu- | Enforces the laws relating to
reau direct selling and prohibiting
oyramid selling.
Investigates and penalizes
violations of consumer legisla-
tion, oversees the quality of
marketed goods, and investi-

%ates and penalizes the sale of
ake or substandard goods.

Consumer Protection Bureau
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Department omarkct Regu-
lation

The Department administers
the registration of chattel
morigages, regulates auction
sales, and investigates con-
tract frauds and other illegal
| market acts.

Department of Advertising
Regulation |

Investigates and punishes
fraudulent advertising and

supervises advertising review
Lfgiencms and associations.

Department for.Regulation of
the Private Economy

!

S ]
By
\d y

The Department researches
the development of the pri-
vate economy and develops
regulations on the administra-
tion of the private economy.

The Office acts as the registry
for trademarks in China.

The Board reviews, at the re-
quest of the concerned party,
trademark registration and
assignment applications re-

jected by the Trademark
Office.
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N longer need , |
that China no | ﬁ%frertheless, while the repatria-

. : on : .

R h‘;@ﬁ&xﬁg;ﬁnpgf:g serious problem in China, there are 4
tion © pmfca “tal transactions that do require the approval of
numbeg‘e?o &ey can be made. For example, the following items
SAFE = : unt items and therefore their payment

to parties outside 0 | .
e Development and reserve funds in an enterprise;

e Undistributed profits, dividends payable and any accrued
interest;
e Duly registered foreign loans borrowed from abroad and any

accrued interest; and
e Assets acquired by a foreign investor through the advance

withdrawal of investment capital, liquidation, share transfer
and reduction of capital of an FIE.*

§ 2:19 China Securities Regulatory Commission (CSRC)

The China Securities Regulatory Commission or CSRC is in
charge of the regulation of stock exchanges and all market

participants in stock trading, including issuers, underwriters,
broker-dealers, banks, and advisors. Because of its powers to
regulate the securities markets, the CSRC is responsible for-the
administration of the Takeover Code. The Takeover Coae.{and

tender offers are discussed in Chapter 7. 6%

August 1,

4'. 4
La

§2:20 Anti-monopoly authority

The Anti-Monopoly Law,’ which went into eff it
2008, created the Anti-Monopoly Law Enfor t Auterr’i‘t‘y

and gave it the power to review and aQo o:&@arﬁve

[Section 2:18]

M are two principal regulations: Regulations of t@&ple’s Republic

of China Governing Foreign Exchange Control, State Council, Jan. 14, 1997,

amended Aug. 5, 2008 (P.R.C.) (the “Forex Control Regulations”) (see Appendix

I—?k am} Regulations for the Settlement, Sale and Payment of Foreign Exchange,

eople’s Bank of China, June 20, 1996, eff. July 1, 1996 (P.R.C.) (the “Settle-
ment feg'ﬂatxons” ) (see Appendix A).

[Section 2:20]

i >
g T Lo f b Bt B G, 0, i
2007, eff. Aug. 1, 2008 (PR.C,) (see Appendix Ay T " Uongress; Avg. 30
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A ' i Phebe =
more than 50% of the Other 2 The . T Lhe parties already owns
){)l‘r('l’l(,” (’f‘ '}—'

Q (h tuil’ . e "“‘nf-"‘.\d()ﬂ(‘)pﬂl'./
- ocussed in Chapter 12 *

§2:21 Industry specific regulators

There are specific laws

. ; and regulations orrese |
foreign investment in the stations governing domestie and

various i T
B G isition of . dom@::;?l': Industrial sectors Accordingly.
=uWIC Company in 3 ' :

: d certain sector is

subject to the supervision
. ‘ > ()f th(‘ ¥ ) . :
cally in charge of that industry: government authority specifi-

@

Table 2.2

U DE BETRGE] T
".v v 3 .I : )-
CLVISIL 2 ALl

‘ » Y . . "
China Securities Re

of Construction

Construction Engineer- Ministry of Construction

ing Desig
" Road Transportation
- Railway Freight Trans-
portation
International Freight
Forwarding

_ Advertising

Ministry of Communications
Ministry of Railways

MOFCOM

National Bureau of Statistics
China National Tourism Adminis-

tration
Ministry of Education
Ministry of Health

State Administration of Radio,
Film and Television and Ministry
of Culture

- Travel Agency

- Education
Hospital
Cinema

*The Anti-Monopoly Law of the People’s Republic of Chi}\a,\ Art, 33 29th
Session of the Standing Committee of the 10th National People’s Congress, Aug.

30, 2007, eff. Aug. 1, 2008 (P.R.C.) (see Appendix A).
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