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Introduction

To make the finance and asset management industry keep abreast of the latest industry developments, Haiwen
prepares the “Haiwen Finance and Asset Management Monthly”. This monthly reading aims to introduce and

provide brief comments on regulatory development and industry news.

In September 2024, regarding regulatory updates, the Office of the Central Financial Commission (""CFC Office')
and the China Securities Regulatory Commission ("CSRC") jointly issued the "Guiding Opinions on Promoting
Medium and Long-term Funds to Enter the Market"; the CSRC released the "Regulatory Provisions on Former
CSRC System Employees' Investment in Pre-IPO Companies (Trial)" and the "Opinions on Furthering the Market
Reform for the Mergers, Acquisitions, and Restructurings of Listed Companies"; the State Administration of
Foreign Exchange (""SAFE") issued the "Administrative Measures for Banks' Foreign Exchange Risk Transaction
Reporting (Trial) (Draft for Comments)".

Regarding industry developments, the Asset Management Association of China ("AMAC") held a symposium
on the "Several Policy Measures to Promote High-quality Development of Venture Capital Investment"; the
National Financial Regulatory Administration ("NFRA") released the "Notice of the Differentiated Application of
Relevant Regulatory Provisions on Corporate Governance and Other Matters to Certain Non-banking
Institutions", the "Notice of Effectively Completing the Work of Expanding the Scope of the Pilot Program of
Equity Investment by Financial Asset Investment Companies" and the "Notice of Expanding the Scope of the
Pilot Program of Equity Investment by Financial Asset Investment Companies"; the Standing Committee of
Hainan Provincial People's Congress ('"Hainan PC Standing Committee') promulgated the "Regulations on

Ultra-simplified Approval in Hainan Free Trade Port".

/ / I Latest Rules and Regulations

1. CFC Office and CSRC Jointly Issued the "Guiding Opinions on Promoting Medium and Long-tern

Funds to Enter the Market"

On September 26, 2024, the CFC Office and CSRC jointly issued the "Guiding Opinions on Promoting Mediun
and Long-term Funds to Enter the Market" (the "MLT Funds Guiding Opinions™), which aims to strongly
encourage medium and long-term funds to enter the market. The MLT Funds Guiding Opinions primarily include

three aspects of measures:
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(1) Building and nurturing a capital market ecosystem that encourages long-term investment. Multiple
measures are implemented simultaneously to improve the quality of listed companies, encourage qualifiec
listed companies to conduct share buybacks and increase holdings, and effectively enhance the investmen
value of listed companies. Strictly crack down on various illegal activities in the capital market and continuously

shape a healthy market ecosystem.

(2) Vigorously deweloping equity public funds and supporting the steady dewvelopment of private securities
investment funds. Strengthen fund companies' core investment research capabilities, establish a scientific
reasonable, fair, and effective evaluation system for investment research capabilities, and guide fund companies
to shift from scale-oriented to investor retum-oriented approaches. Enrich the investable asset classes for public
funds, establish a fast-track approval channel for ETF index funds, and continuously increase the scale anc
proportion of equity funds. Encourage private securities investment funds to diversify product types anc
investment strategies, promote securities, fund, and futures institutions to increase the proportion of equity

private asset management business, and accommodate residents’ differentiated wealth management needs.

(3) Focus on improving supporting policies and systems for various medium and long-term funds to ente
the market. Establish and improve the three-year or longer evaluation mechanism for commercial insurance
funds, various pension funds, and other medium and long-term funds, promoting a long-term performance
orientation. Improve investment policy systems for the National Social Security Fund and basic pensior
insurance funds, support qualified employers to open up individual investment choices for enterprise annuities

and encourage enterprise annuity fund managers to explore differentiated investment approaches.

Haiwen Comments

The MLT Funds Guiding Opinions demonstrate the forward-looking deployment by the CFC Office and CSRC ¢
boost the capital market. Measures encouraging long-term investment and improving listed company quality wil
help enhance the investment value of listed companies and strengthen market stability. Promoting the
dewvelopment of equity public funds and private funds, while encouraging private securities investment funds tc
provide diversified products, facilitates effective capital allocation. The flexible investment options for socia
security funds and pension insurance funds will further incentivize various funds to enter the market, providing

strong support for sustainable economic development.

2. CSRC Issued the "Regulatory Provisions on Former CSRC System Employees' Investment in Pre-

IPO Companies (Trial)"
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On September 6, 2024, the CSRC issued the "Regulatory Provisions on Former CSRC System Employees
Investment in Pre-IPO Companies (Trial)" (the "Former Employee Investment Provisions"), furthe
strengthening the CSRC's management of investments in pre-IPO companies by former employees within its
system. The Former Employee Investment Prowvisions incorporate the main contents of the "Guidelines for the

Application of Regulatory Rules - Issuance Series No. 2" and add three new aspects:

(1) Extended prohibition period for former employees' investment. The investment prohibition period is
extended to 10 years for former employees who held IPO regulatory positions within five years before departure
or were department-level cadres at the time of departure; for former employees other than those in IPC
regulatory positions or department-level cadres, the prohibition period is extended from 3 to 5 years for division

level and above former employees, and from 2 to 4 years for below division-level former employees.

(2) Expanded scope of strict review. The scope of strict review is expanded from former employees

themselwves to include their parents, spouses, children, and their spouses.

(3) Enhanced \erification requirements. Intermediary institutions must thoroughly verify former employees
investment background, funding sources, price faimess, and authenticity of disposals, with the CSRC reviewing
such \erification work. Stock exchanges should provide policy interpretation and guidance to pre-IPC

companies, intermediary institutions, and other parties in implementing these regulations.

Haiwen Comments

The Former Employee Investment Prowvisions effectively reduce the risk of improper benefit transfers througt
extended prohibition periods and expanded regulatory scope. These measures help regulatory authorities

ensure the healthy development of the capital market.

3. CSRC Issued the "Opinions on Furthering the Market Reform for the Mergers, Acquisitions, and

Restructurings of Listed Companies"

On September 24, 2024, the CSRC issued the "Opinions on Furthering the Market Reform for the Mergers
Acaquisitions, and Restructurings of Listed Companies” (the "M&A Reform Opinions"). The main contents

include:

(1) Supporting listed companies’ transformation towards new productive forces. Actively support listec
companies' M&A activities in strategic emerging industries and future industries, including cross-industry M&#
for transformation and upgrading, acquisition of pre-profit assets that strengthen supply chains and enhance key
technical capabilities, and supporting companies listed on ChiNext and STAR Market to acquire upstream anc

downstream assets.

10
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(2) Encouraging industry consolidation by listed companies. Continue supporting traditional industries tc
reasonably increase industrial concentration through restructuring and improve resource allocation efficiency.
Support integration between listed companies through optimized lock-up period provisions and simplified reviev

procedures.

(3) Further increasing regulatory tolerance. While respecting rules, the CSRC will respect marke
principles, economic laws, and innovation pattems, showing greater tolerance for matters such as restructuring
valuation, performance commitments, industry competition, and related-party transactions, further enabling

market-based resource allocation.

(4) Improving transaction efficiency. Support listed companies in implementing phased issuance of shares
and conwertible bonds as payment instruments, staged payment of transaction considerations, and phasec
matching financing according to trading arrangements, to enhance transaction flexibility and capital utilizatior
efficiency. Establish simplified review procedures for restructuring, significantly streamline the review process

and shorten review timelines for qualified listed companies' restructuring activities.

(5) Enhancing intermediary senice quality. Guide securities firms and other intermediaries to fully leverage

their role in transaction matching and professional senices, supporting high-quality M&A by listed companies.

(6) Strengthening regulatory owersight. Guide transaction parties to conduct compliant M&A activities

strictly fulfill information disclosure and other legal obligations, and crack down on violations.

Haiwen Comments

The M&A Reform Opinions encourage industrial consolidation and streamline the review process, reduce
unnecessary administrative intenention, attract more capital into key sectors, enhance resource allocatior

efficiency, and promote industrial transformation and upgrading.

4. SAFE Issued the "Administrative Measures for Banks' Foreign Exchange Risk Transaction

Reporting (Trial) (Draft for Comments)"

1
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On September 14, 2024, SAFE issued the "Administrative Measures for Banks' Foreign Exchange Risk
Transaction Reporting (Trial) (Draft for Comments)" (the "Forex Risk Reporting Measures"). The Forex Risk
Reporting Measures specify monitoring and reporting requirements when banks discover or have reasonable
grounds to suspect clients' foreign exchange risk transactions; clarify that foreign exchange risk transactions
include illegal cross-border fund movements such as fake trade, underground banking, cross-border gambling
fraudulent export tax rebates, and illegal cross-border \virtual currency financial activities; specify that banks
should report through their headquarters or designated institutions to SAFE within 5 working days afte
confirming foreign exchange risk transaction information according to intemal procedures. The Forex Risk
Reporting Measures also require banks to strengthen interal management related to foreign exchange
business reform, provide necessary personnel, systems, and information resources, establish monitoring
systems, ensure comprehensive and accurate collection and analysis of transaction entity identification anc

transaction information, and maintain proper record-keeping and information security management.
Haiwen Comments

The Forex Risk Reporting Measures clarify the rules and procedures for banks to report foreign exchange risk
transactions, facilitate banks' compliance with reporting obligations, enhance banks' proactive reporting
awareness, contribute to the stable operation of the foreign exchange market, and provide a more stable trading

environment for market participants.

// II Industry

News

1. AMAC Held a Symposium on "Several Policy Measures to Promote High-quality

Development of Venture Capital Investment"

In September 2024, AMAC held a symposium in Xamen on implementing the "Seweral Policy Measures tc
Promote High-quality Development of Venture Capital Investment" ("17 VC Measures") and the 2024 join
meeting of AMAC's Early-stage Investment, Venture Capital Fund, and Long-term Capital Committees.

The meeting highlighted that the 17 VC Measures recently issued by the State Council, which propose
improvements to the venture capital policy environment and management systems, along with measures tc
strengthen venture capital development, demonstrate the high importance that the CPC Central Committee anc
State Council attach to deweloping venture capital and promoting positive circulation among technology.

industry, and finance. This initiative provdes new momentum for high-quality industry development and bette

12
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senice to new productive forces. The meeting noted that the venture capital industry faces policy and marke
challenges, including the need to further streamline the positive cycle of fundraising, investment, and exit
implement tax and differentiated supenision palicies, and broaden sources of long-term and patient capital. The
meeting called for relevant departments to further implement support and preferential policies for venture capita
and optimize the business environment according to industry characteristics and development patterns. Unde
CSRC's leadership, AMAC will focus on its core responsibilities to comprehensively implement the 17 VC
Measures, actively promoting the implementation of various tasks including nurturing venture capital entities
broadening funding sources, strengthening guidance and support, improving exit mechanisms, and optimizing
the market environment. Meanwhile, AMAC will further leverage the expert think tank and bridge-building role o
its Venture Capital, Early-stage Investment, and Long-term Capital Committees, actively seek opinions anc

suggestions, and work with the industry to promote high-quality development of venture capital.

2. NFRA Issued the "Notice of the Differentiated Application of Relevant Regulatory Provisions on

Corporate Governance and Other Matters to Certain Non-banking Institutions"

On September 10, 2024, NFRA issued the "Notice of the Differentiated Application of Relevant Regulatory
Provisions on Corporate Governance and Other Matters to Certain Non-banking Institutions™ for supenising fiv
types of non-banking institutions (financial leasing companies, corporate group finance companies, consume

finance companies, auto finance companies, and money brokerage companies). Key provisions include:

(1) Non-banking institutions in the form of fully-owned limited liability companies by the same shareholde
and its affiliates or persons acting in concert are not required to have a minimum of five board members; they

can follow the Company Law requiring at least three board members.

(2) For non-banking institutions with concentrated shareholding (up to five main shareholders, including
affiliates as one), there is no restriction on the proportion of directors nominated by the same shareholder to be
less than one-third. The number of independent directors and external supenisors can be determined based or

appropriate diversification principles and actual conditions.

(3) Under the premise of effectively ensuring the internal checks and balances of the board of directors anc
director independence, for non-banking institutions where all major shareholders have already nominated non
independent directors, shareholders who have nominated non-independent directors and their related parties

may also nominate independent directors.

13
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(4) For unlisted non-banking institutions where a single shareholder and its related parties or persons
acting in concert hold a combined stake exceeding 50%, they may decide whether to appoint independen
directors based on their actual circumstances. However, if independent directors are not appointed, othel
interal supenision and checks-and-balances mechanisms should be established to protect the legitimate

rights and interests of minority shareholders.

(5) Unlisted non-banking institutions are not required to have a board secretary.

(6) The responsibilities of related-party transaction management, review, and risk control for finance

companies can be assigned to specialized committees under the board of directors.

(7) Appropriately adjust certain capital management regulations to align with the operational characteristics

and risk levels of non-banking institutions.

3. NFRA Issued the "Notice of Effectively Completing the Work of Expanding the Scope of the Pilot
Program of Equity Investment by Financial Asset Investment Companies' and the "Notice of
Expanding the Scope of the Pilot Program of Equity Investment by Financial Asset Investment

Companies"

On September 14, 2024, the NFRA issued the "Notice of Effectively Completing the Work of Expanding the
Scope of the Pilot Program of Equity Investment by Financial Asset Investment Companies" (the "Pilot Worl
Notice™). On September 24, 2024, the NFRA issued the "Notice of Expanding the Scope of the Pilot Progran
of Equity Investment by Financial Asset Investment Companies" (the "Pilot Scope Notice"). The NFR/
explained that financial asset investment companies under large commercial banks have explored pathways
accumulated experience, and dewveloped teams through the initial equity investment pilot program in Shanghai
and are now ready for pilot expansion. The Pilot Work Notice stipulates that regions included in the financia
asset investment companies' equity investment pilot program should meet conditions such as strong economic
strength, large number of technology enterprises, substantial R&D investment, and active equity investment
Based on these conditions, after discussion among relevant departments, the Pilot Scope Notice expands the
pilot program from Shanghai to 18 large and medium-sized cities, including Beijing, Tianjin, Shanghai
Chongaing, Nanjing, Hangzhou, Hefei, Jinan, Wuhan, Changsha, Guangzhou, Chengdu, X'an, Ningbo, Xamen

Qingdao, Shenzhen, and Suzhou.

Compared to Shanghai's pilot policies, the Pilot Work Notice relaxes restrictions on equity investment amounts
and proportions. The proportion of equity investments using on-balance-sheet funds to the company's tota
assets at the end of the previous quarter has been increased from 4% to 10%, and the investment proportion ir

a single private equity fund has been raised from 20% to 30% of the fund's size. Regarding due diligence

14
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exemption and performance assessment, the Pilot Work Notice guides financial asset investment companies tc
implement due diligence exemption requirements, improve emor correction mechanisms, and establist
comprehensive long-cycle, differentiated performance assessment systems in accordance with the patterns anc

characteristics of equity investment business.

4. Hainan PC Standing Committee Promulgated the "Regulations on Ultra-simplified Approval in

Hainan Free Trade Port"

On September 30, 2024, the Hainan PC Standing Committee promulgated the "Regulations on Ultra-simplifiec
Approval in Hainan Free Trade Port" (the "Ultra-simplified Approval Regulations”). The main contents

include:

(1) Focusing on the entire investment process across all sectors, implementing ultra-simplified approva

from the perspective of enterprise investment and operation, and incorporating successful practices fromn

universal business license", "one-stop senice,

advanced regions such as "one industry, one license, one

seal approval," "credit-based exemption," and "regional mutual recognition.”

(2) Optimizing administrative approval processes. Ultra-simplified Approval Regulations implement "one

time notification," "one-time commitment,” and "one-time acceptance" measures. Administrative approva
senice departments or key park management institutions will handle approval procedures in a centralizec
manner, adopting innovative measures such as credit-based exemption and cross-regional mutual recognition tc

further reduce approval time.

(3) Dedicating a special chapter to ultra-simplified approval in construction projects. The regulations
incorporate ultra-simplified approval measures widely recognized by cities, counties, and business entities, anc
authorize the provincial government to publish a list of key parks and other qualified areas where ultra-simplifiec

approval for construction projects can be implemented.

(4) Strengthening the social credit system. The credit records incorporate credit commitment informatior
and compliance records generated during the ultra-simplified approval process into the credit information sharing
platform. The regulations establish an ultra-simplified approval supenision mechanism based on credit rating
and risk lewel, primarily utilizing "Random Inspection, Public Disclosure" supendsion, supplemented by key

supenision and founded on credit supenision.

The source of industry news in this article:

e https://www.amac.org.cn/xwfb/zjyw/202409/t20240930_26039.html
e http://mww.csrc.gov.cn/csrc/c100028/c7504899/content.shtml
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http://mww.csrc.gov.cn/csrc/c100028/c7508366/content.shtml
https://mww.safe.gov.cn/safeffile/file/20240914/b9e15977e6c34f528fe38965a299a730.pdf
https://mww.amac.org.cn/xwfb/xhyw/202409/t20240919_26009.html
https://mww.gov.cn/zhengce/zhengceku/202410/content_6978390.htm
https://mww.gov.cn/zhengce/zhengceku/202409/content_6976313.htm
https://mww.gov.cn/zhengce/zhengceku/202409/content_6976320.htm

https://db.hainan.gov.cn/xxgk/zcwj/fifg_85051/202409/t20240930_3741517.html
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