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On Jan. 29, 2021, the Shenzhen Municipal  Admini stration for Financia l  Regulation ( the

SMAFR)  i ssued the Shenzhen Ci ty, Measures on the P i lot Foreign-Invested Equi ty

Investment Enterpri se Project ( the New Measures)  (深圳市外商投资股权投资企业试点办法),

which represents the th i rd i teration of  the government’s pi lot scheme for qual i f i ed

foreign-invested equi ty investment pi lot enterpri ses (or more commonly known as

qual i f i ed foreign l imi ted par tners, or “QFLPs”)  to have been i ssued over the past

decade. The f i rst version of  the QFLP measures was promulgated in 2012, and enti tl ed

the Shenzhen Ci ty, Tentati ve Measures for the Launch of  the P i lot Project Work for

Foreign-Invested Equi ty Investment Enterpri ses ( the 2012 QFLP Measures)  (关于本市开展外

商投资股权投资企业试点工作的暂行办法). These measures were fol lowed in 2017 by a revi sed

version enti tl ed the Shenzhen Ci ty, Measures on the P i lot Foreign-Invested Equi ty

Investment Enterpri se Project ( the 2017 QFLP Measures)  (深圳市外商投资股权投资企业试点办

法). 

Compared wi th the 2017 QFLP Measures, the New Measures have brought about some

impor tant changes: they have relaxed the requi rements which have to be met in  order

to achieve QFLP status, expanded the scope of  QFLP businesses, and strengthened and

streaml ined the ongoing management of  QFLP business and enti ti es, a l l  to a signi f i cant

degree. The most signi f i cant revi sions made in 2021 are summarized below. 

1 .  Direct  I nvestment  by QFL P Fund Managers  in  Target  Company

The New Measures have l i f ted the control  that previously restri cted QFLP fund

managers f rom making di rect investment in  the target company. Thi s pol i cy change i s

in l ine wi th current regulator y and business practi ce in  the Chinese pri vate equi ty

industr y.

2 .  Rules  on the Name and B us iness  Scope of  QFL P Fund Managers  and Funds

The New Measures, closely fol lowing the current pri vate fund legal  requi rements set by,

among other regulators, the China Securi ti es Regulator y Commission ( the CSRC)  and

the Asset Management Association of  China (AMAC) , expl i ci tl y provide that the name

or label  given to QFLP fund managers and QFLP funds must meet the requi rements of

the relevant regulator y authori ties. According to the Several  Provi sions on

Strengthening the Oversight of  Pri vate Investment Funds (关于加强私募投资基金监管的若干规

定) i ssued by the CSRC on Dec. 30, 2020, pri vate fund managers must include in a

fund’s name a reference such as “private fund,” “private fund management,” or

“venture capi ta l  investment”, and must speci fy in  a fund’s business scope a reference

which ref lects the characteri sti cs of  the pri vate funds managed by the fund managers,
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such as “private investment fund management”, “private securi ti es investment fund

management,” “private equi ty investment fund management,” or “venture capi ta l

investment fund management”. 

3 .  Removal  of  Minimum Capita l  Cont r ibut ion Requirements

The New Measures have removed the minimum regi stered capi ta l  or minimum

subscribed capi ta l  contribution requi rement for QFLP fund managers and the relevant

restri ction on the capi ta l  in jection period, as wel l  as the minimum subscribed capi ta l

contribution requi rement for QFLP funds ( col lecti vely, the “Capi tal  Contribution

Requi rements”) . Thi s relaxed regulation, in  conformi ty wi th i ts counterpar ts in

Guangzhou, Hainan and Bei j ing, wi l l  potentia l l y make Shenzhen more attracti ve to

appl i cants for the QFLP pi lot scheme as compared to other juri sdictions where the rules

are more rigid wi th respect to the regi stered capi ta l  or the subscribed capi ta l

contribution requi rements for QFLP fund managers or funds. I t i s impor tant to note,

however, that some other pi lot juri sdictions have al l  but no requi rements in  th i s regard

and even expl i ci tl y provide in thei r QFLP measures that “there shal l  be no minimum

registered capi ta l  or subscribed capi ta l  contribution requi rement for QFLP fund

managers and/or QFLP funds domici led in the pi lot juri sdictions”. 

The Capi ta l  Contribution Requi rements should not simply be perceived as putting the

relevant pi lot juri sdictions in  a di sadvantageous posi tion. I t does not stand to reason

that a juri sdiction wi th some legal  requi rements in  th i s respect wi l l  be inherently worse

off  in  fostering QFLP business than one that has l i tt l e or no requi rements. China’s

QFLP business, in  the end, remains a tri a l  program largely informed by various local

factors. Requi rements imposed wi th respect to the qual i f i cations of  QFLP fund

managers and funds merely ref lects the pol i cy posi tioning of  the relevant authori ties in

charge of  the development of  the QFLP business in  each pi lot juri sdiction.

4 .  Removal  of  A ddit ional  Requirements  f or  Senior  Management  Personnel

The New Measures have removed speci f i c requi rements for senior management

personnel  engaged by QFLP fund managers, including minimum headcount, equi ty

investment/equi ty investment management experience, and senior management

work ing experience. In  so doing, the New Measures have al igned themselves wi th those

of  Guangzhou, Xiamen and Bei j ing (where legal  requi rements exi st primari l y in

principle) . Thi s pol i cy relaxation has been made possible by the New Measures mainly

out of  the consideration that, wi th continuous improvement of  pri vate fund regulation

in recent years, the current regulation has contained relati vely comprehensive and

speci f i c requi rements for senior management personnel  of  pri vate fund managers. I t i s,

therefore, necessar y to rel ieve some burden imposed by the QFLP pi lot measures on

QFLP fund managers ( for example, the human resource cost or other costs incurred in

in i ti ating and developing the QFLP business) , thereby of fering national  treatment to

QFLP fund managers and creating a level  playing f ield for QFLP fund managers and

thei r domesti c peers a l i ke. 
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5 .  Removal  of  Var ious  Requirements  f or  QFL P Fund I nvestors

The New QFLP Measures have al so removed a number of  requi rements for QFLP fund

investors, especia l l y requi rements related to insti tutional  investors’ governance,

internal  control s and compl iance, as wel l  as in  relation to of fshore insti tutional

investors’ net assets and si ze of  a single investment. Thi s regulator y relaxation should

go far to mi tigate the fundrai sing di f f i cul ties experienced by QFLP fund managers, and

enable them to broaden thei r cl i ent base. Apar t f rom Shenzhen, some other pi lot

juri sdictions, including Guangzhou, Zhuhai  and Hainan, a l ready apply a relati vely lower

standard to QFLP fund investors. In  addi tion, one speci f i c provi sion of  the 2017 QFLP

Measures—which requi res that a person’s capi ta l  contribution as a percentage of  the

total  capi ta l  contribution shal l  not be more than 50% i f  the person simul taneously

control s a QFLP fund’s general  par tner and l imi ted par tner—has al so been removed. 

6 .  Removal  of  Cer ta in Requirements  f or  Domest ic  Fund Managers

The New Measures have removed relevant requi rements previously set for domesti c

fund managers who par ti cipate in  the QFLP pi lot scheme by ra i sing QFLP funds f rom

foreign investors. Domesti c pri vate fund managers intending to par ti cipate in  the QFLP

pi lot scheme no longer need to submi t documents to prove that they can meet relevant

requi rements provided in the 2017 QFLP Measures, including wi thout l imi tation the

domici le, regi stration time, and net assets/AUM. Fol lowing thi s pol i cy relaxation,

domesti c fund managers and foreign investors a l i ke have been given more choices and

oppor tuni ties to par ti cipate in  the QFLP pi lot scheme.

7 .  A l lowing QFL P Funds  to Make Pr ivate Placement  I nvestments

The New Measures have speci f ied, for the f i rst time ever, that QFLP funds can invest in

privately-offered or pri vately-traded common shares of  l i sted companies by

par ti cipating in pri vate placements of  new shares of  l i sted companies, conducting

block trading, or entering transfer agreements wi th l i sted companies according to the

relevant ru les and procedures of  stock exchanges, and that QFLP funds can accept

al lotment of  shares in  thei r capaci ty as l i sted companies’ pre-IPO shareholders. Thi s

shi f t of  posi tion  does not appear to be a newly-minted pol i cy favorable for QFLP fund

managers. Rather, i t primari l y ref lects the SMAFR’s ef for ts to identi fy and underscore

the nature of  QFLP funds as pri vate equi ty funds (which natural l y means that the

investment scope of  QFLP funds should be consi stent wi th that of  pri vate equi ty funds) ,

and to speci fy and rei terate, at a regulator y level , i ts l egal  posi tion that QFLP funds

may par ti cipate in  M&A and restructuring of  l i sted companies wi thin the current fund

regulator y f ramework . As early as October 2018, AMAC, in  addressing media enqui ries

related to the abi l i ty of  pri vate equi ty investment funds to par ti cipate in  M&A and

restructuring of  l i sted companies, expl i ci tl y stated that ‘private equi ty investment

fund’ refers to a pri vate fund that invests in  the equi ty of  unl i sted companies, in

privately-offered or pri vately-traded common shares of  l i sted companies (by, among
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other means, par ti cipating in pri vate placement of  new shares of  l i sted companies,

conducting block trading, or entering transfer agreements wi th l i sted companies

according to the relevant ru les and mechanism of  stock exchanges) , and in conver tible

preference shares and conver tible bonds of  l i sted companies. 

8 .  QFL P Funds  May A dopt  FOF  St ructure

The New Measures a l low QFLP funds to adopt the fund of  funds (FOF)  structure. The

2017 QFLP Measures provided that “foreign-invested equi ty investment enterpri ses

shal l  use the Foreign Investment Industria l  Guidance Catalogue (外商投资产业指导目录) as

guidance and invest in  industries di rectl y,” which in practi ce restri cted QFLP funds

from investing as FOF funds. The New Measures have l i f ted thi s restri ction by making i t

clear that QFLP funds can invest in  domesti c pri vate equi ty and venture capi ta l  funds,

which in turn are encouraged to make di rect investments in  industries. Thi s should not

be regarded as a breakthrough of  the current regulator y f ramework on private equi ty

funds, but a legal  relaxation wi thin the regulator y f ramework designed to fur ther

broaden the investment scope of  QFLP funds—a boon to QFLP fund business—and to

narrow the gap between QFLP funds and other pri vate equi ty FOF funds in the market.

Thi s pol i cy change has empowered Shenzhen’s QFLP funds wi th an even more notable

competing edge compared to other pi lot juri sdictions. As of  today, Zhuhai , for

instance, continues to ban the FOF structure pursuant to i ts pi lot measures; Likewise,

Qingdao’s pi lot measures prohibi t investment f rom a master fund into a sub-fund,

whi le in  Guangzhou QFLP funds remain legal l y requi red to make di rect investments in

equi ty of  domesti c pri vate companies. 

9 .  A mendments  to Custody Requirements

The requi rements under the 2017 QFLP Measures that QFLP fund managers, QFLP funds

and other RMB funds managed by QFLP fund managers delegate qual i f i ed commercia l

banks to act as thei r custodian banks have been terminated under the New Measures.

Instead, the New Measures provide that “foreign-invested equi ty investment

enterpri ses shal l  under take the fund custodian business in  accordance wi th the

Tentati ve Measures for the Regulation of  Pri vate Investment Funds (私募投资基金监督管理

暂行办法) and other relevant requi rements of  AMAC,” a provi sion consi stent wi th the

current pri vate fund regulator y practi ces. In  th i s regard, other pi lot juri sdictions

including Xiamen, Guangzhou, Chongqing and Shanghai  take a relati vely relaxed

atti tude. Xiamen’s and Guangzhou’s pi lot measures are si l ent on the i ssue as to

whether QFLP fund managers or QFLP funds should delegate a custodian bank , whi le

thei r counterpar ts in  Chongqing and Shanghai  mainly requi re QFLP funds to delegate a

custodian bank to take custody of  the fund assets.

1 0 .  QFL P Funds  May A dopt  Dual  GP St ructure
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A dual  general  par tner structure i s now permi tted in a QFLP fund. In  terms of  the fund

structure, the New Measures, closely fol lowing the pri vate fund regulator y practi ces of

AMAC, speci f i cal l y a l low a QFLP fund to adopt the dual  general  par tner structure and a

fund manager to, under cer tain condi tions, be detached f rom a general  par tner, which

means the fund manager does not have to concurrently act as the general  par tner of  a

QFLP fund.

11 .  Removal  of  A ddit ional  T ime l imit  f or  Fund Manager  Regis t rat ion and Fund F i l ing

According to the 2017 QFLP Measures, a  QFLP fund manager shal l  complete the AMAC

registration and form the f i rst QFLP fund or RMB PE or VC fund wi thin 12 months af ter

obtain ing the approval  of  the QFLP business qual i f i cation, whereas a l l  formed QFLP

funds or RMB PE or VC funds shal l  duly complete f i l ing wi th AMAC wi thin 6 months

after thei r establ i shment, fa i l ing any of  which wi l l  resul t in  cancel lation of  the QFLP

pi lot qual i f i cation and in publ i c announcement thereof. The New Measures terminated

the foregoing requi rements and speci f i cal l y provide that QFLP fund managers and QFLP

funds wi l l  be legal l y compl iant so long as they complete the AMAC regi stration or

f i l ing, as appl i cable, in  accordance wi th the relevant provi sions of  the Tentati ve

Measures for the Regulation of  Pri vate Investment Funds (私募投资基金监督管理暂行办法)

and the Measures for the Registration of  Pri vate Investment Fund Managers and Record

Fi l ing of  the Funds (Tria l  Implementation)  (私募投资基金管理人登记和基金备案办法 (试行)) .

1 2 .  The End of  a  Number  of  I nf ormat ion Repor t ing Obl igat ions  

The New Measures have terminated a signi f i cant number of  old provi sions relating to

the obl igations of  QFLP fund managers, QFLP funds and custodian banks to repor t

information to the Shenzhen QFLP authori ties, and speci f ied that QFLP fund managers,

QFLP funds and custodian banks wi l l  be guided to access the Information Ser vi ce

Platform of  Shenzhen Pri vate Fund and to submi t the enterpri se data and relevant

information through the information ser vi ce platform. Under the New Measures, QFLP

fund managers and QFLP funds, before changing thei r names, business scopes or

shareholders/par tners, increasing/decreasing subscribed/paid amount, or making other

amendments, are no longer requi red to apply for and obtain any pre-approval  f rom the

Shenzhen QFLP authori ties. Thi s pol i cy better streaml ines and standardizes the

information repor ting process for QFLP fund managers, QFLP funds and custodian

banks, and al so enhances the overal l  ef f i ciency of  ongoing management, both laying a

sol id ground for future conversion of  the pi lot program to a regular one.

Since i ts inception in Shanghai  in  2010, the QFLP pi lot scheme has been evolving for

more than a decade. At each impor tant stage of  the development of  the QFLP pi lot

scheme ( including the early stage around 2011/2012, middle stage around 2017/2018

and the current, relati vely mature stage) , Shenzhen has promptly i ssued or updated

versions of  the QFLP Measures, wi th each version closely matching the then-current

regulations and practi ces of  the foreign investment and private equi ty industr y whi le

al so meeting diverse and dynamic local  needs. Each version wel l  ref lects the
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consideration and focus of  the Shenzhen QFLP authori ties on the development of  the

QFLP pi lot scheme at a par ti cular stage. The improvement of  the regulations a l so f i ts

wel l  wi th the process of  continuously adapting regulator y measures to the QFLP

practi ces in  Shenzhen.

P lease note that th i s ar ti cle i s for information only and i s not intended to present a

comprehensive review of  a l l  relevant topics. Thi s ar ti cle i s not intended to provide

legal  or other advice, and should not be rel ied on in any way.
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