LATHAM&WATKINS

@l Alert

Commentary

Latham & Watkins Entertainment, Sports & Media Practice 19 August 2019 | Number 2538

Beijing Municipal Government’s Three-Year Action Plan to
Boost Foreign Investment in China

The Three-Year Action Plan includes action items that will encourage greater foreign
investment in Beijing’s media, technology, internet, and other industries.*

Since the National People’s Congress of China approved The People’s Republic of China Foreign
Investment Law on 15 March 2019 (FIL), China has issued several regulatory updates to execute on the
promotion and protection of foreign investment. The recent 2019 Updates to the Negative List and the
Encouraged Industries Catalogue opens new sectors that were previously closed or restricted to foreign
investment. In the latest of ongoing efforts to lay the FIL groundwork, the Beijing Municipal Government
(BMG) issued a Three-Year Action Plan on 15 August 2019 ( (& FEl & AR &Mk 3 R IT R £ 4T T il ek
BZARATERIESZD) |, BMG Action Plan). The BMG Action Plan announces directives across a
number of market sectors that favorably impact foreign investment in specific pilot areas in Beijing.

As written, the BMG Action Plan directs relevant government bureaus and regional authorities to execute
a policy framework that opens and/or strengthens additional markets previously prohibited or restricted to
foreign investment. Many of these action items are mandated to be implemented by December 2019 with
the remaining to follow in 2020.

While the BMG Action Plan does not provide in detail how its framework goals are to be implemented, it
appears to signal the Chinese government’s intention to relax restrictions on foreign investment. The
BMG Action Plan further opens the door to China’s market, sector by sector, which now includes: cloud
services (e.g., IDC centers for cloud businesses), value-added communication services (e.g., VPN
services, app store), entertainment (e.g., performance agencies, show venue operators), as well as
technology, finance, education, culture and travel, medicine, professional services, commercial services.
Impact to foreign investment is expected in the following non-comprehensive list of key sectors:

Industry Sector Action Items Implemented By

Telecommunication | (1) value-added telecommunications services, where December 2019
Services / Internet foreign-funded enterprises (excluding China Hong Kong

and China Macao) may conduct Internet data center (IDC)

businesses and Internet resource collaboration services

(public cloud) pursuant to the CEPA Agreement
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Industry Sector

Action ltems

(2) virtual private network (VPN) services, where foreign-
funded enterprises up to a 50% equity ratio with a
domestic partner may conduct VPN businesses
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Implemented By
December 2019

(3) information services, where foreign investment is
permitted at 100% ownership for application stores

December 2019

Finance

(1) favorable conditions for international credit agencies
and the establishment of foreign-funded bank card clearing
institutions

December 2019

(2) relaxing market entry for banking and insurance
financial institutions, supporting establishment of joint
venture banks (foreign-controlled), consumer finance
companies, and joint venture local assets management
companies

December 2019

(3) relaxing market entry for financial securities institutions,
supporting establishment of foreign-controlled security
companies, foreign wholly-owned or jointly-owned asset
management companies

December 2019

(4) supporting establishment of group companies or
holding companies by foreign-funded financial institutions

December 2019

(5) allowing (i) foreign credit rating agencies in Beijing to
obtain inter-bank bond rating business license; (i) the
establishment of foreign invested commercial wealth
management entities/subsidiaries, pension management
companies, currency brokerage companies and other
institutions in Beijing; (iii) the implementation of the policies
in Beijing regarding relaxing equity ratio requirement for
foreign investment in life insurance and insurance
management companies; (iv) relaxed market entry
requirements for foreign invested insurance companies,
including: cancellation of restrictions on foreign
shareholding ratio of security companies, fund
management companies and futures companies; and (v)
foreign institutions in Beijing to obtain lead underwriter
license (category A) in the inter-bank bond market

December 2020

(6) permitting multi-national companies to (i) conduct
centralized operation and management of cross-border
capital; (ii) further simplify registration administration for
foreign debt and overseas loans; and (iii) settle foreign
exchange under capital account directly after recordal (pilot
projects)

December 2019

(7) expanding qualified domestic institutional investor
(QDII) to include investment management agencies
established by foreign institutions in Beijing

December 2019

(8) development of RMB settlement for cross-border
transactions of stated-owned property rights

June 2020

(9) supporting qualified overseas companies to issue RMB
bonds in China

December 2019
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(10) expansion in business scope of foreign-funded
institutions, such as:

(i) foreign-controlled or jointly invested security brokers
to obtain bond connector market maker sponsor
gualification

(ii) foreign-funded bank participation in customs
clearance tax payment and tax consolidation for imports
and exports
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Implemented By

June 2020

December 2019

(12) supporting qualified foreign funded banks in Beijing to
apply for open market business 1 tier trader qualification

March 2020

Culture/Travel

(1) removing foreign equity ratio restrictions on
establishment of operating entities of
entertainment/performance venues

October 2019

(2) permitting the establishment of foreign wholly-owned
performance agencies to provide nationwide services

October 2019

(3) permitting foreign wholly-owned travel agencies in
Beijing to operate outbound (excluding to Taiwan region of
China) travel services for Chinese citizens

December 2021

(4) permitting foreign investment in audio-visual production
businesses (restricted to certain areas in Beijing with
Chinese partner leading the operation and having final
right to review content)

October 2019

Medicine / Elderly
Care

(1) carrying out a pilot for joint Chinese-foreign non-profit April 2019
medical institutions
(2) supporting multi-venue practices to support foreign May 2019

medical professionals

(3) lowering barriers to market entry for social service
institutions for elderly care funded by foreign charitable
donation

December 2019

(4) completing, with foreign cooperation, several hospital
projects located in Beijing, including a maternity ward and
two international hospitals.

December 2020

Professional
Services

(1) establishment of professional services cooperation
among professional service agencies in Beijing, China
Hong Kong, and China Macao that will serve as a
launching pad for professionals to work in Beijing in fields
including: accounting, management consulting, dispute
resolution, intellectual property, and architectural design

December 2019

(2) international cooperation of professional service
agencies to form a consortium with focus in the
architecture design industry

December 2019

(3) establishment of pilot program for joint operation of law
firms between domestic law firms and firms in China Hong
Kong and China Macao

December 2019
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Industry Sector Action Items Implemented By

(4) establishment of foreign wholly-owned human December 2019
resources service institutions throughout Beijing intended
to support internationally renowned headhunting agencies
registered in Beijing

(5) cancellation of previously required accreditation October 2019
approvals and the three-year experience for foreign
invested accreditation agencies

(6) relaxing application requirements for foreign invested May 2019
investing companies, by decreasing the required foreign
assets value to US$200 million and removing the required
number of domestic entities invested by each foreign
investor

Business Services | (1) encouraging foreign wholly-owned construction December 2020
companies to undertake Chinese-foreign co-construction
projects for Beijing municipal sub-center and Daxing
international airport Linkong economic zone

(2) removing restrictions on project scope for construction December 2020
companies invested by China Hong Kong, China Macao or
Taiwan region of China for Beijing municipal sub-center
and Daxing international airport Linkong economic zone

(3) supporting the establishment of foreign-funded December 2019
convenience stores

While online gaming and Internet audio-visual programming services are not specifically included in the
BMG Action Plan, China’s online media has issued releases that indicate BMG'’s intention to explore
further relaxation of foreign investment restrictions in these industries.

Latham will continue to monitor developments around these evolving efforts to significantly increase
foreign investment opportunities in Beijing in the coming weeks.
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If you have questions about this Client Alert, please contact one of the authors listed below or the Latham

lawyer with whom you normally consult;

Rowland Cheng
rowland.cheng@Iw.com
+86.21.6101.6123
Shanghai

Cheng-Ling Chen
cheng-ling.chen@Iw.com
+1.415.395.8048

San Francisco

You Might Also Be Interested In

Wei-Chun (Lex) Kuo
lex.kuo@Iw.com
+86.21.6101.6095
Greater China

Weina (Grace) Gao
grace.gao@Iw.com
+86.21.6101.6142

Shanghai

China Introduces New Foreign Investment Law, Negative Lists, and Encouraged Industries Catalogue

Is China Relaxing Its Grip on “Iron Fist” Environmental Regulation?

China’s SASAC Releases Guidance on Compliance Management for Central Stated-Owned

Enterprises

Client Alert is published by Latham & Watkins as a news reporting service to clients and other friends.
The information contained in this publication should not be construed as legal advice. Should further
analysis or explanation of the subject matter be required, please contact the lawyer with whom you
normally consult. The invitation to contact is not a solicitation for legal work under the laws of any
jurisdiction in which Latham lawyers are not authorized to practice. A complete list of Latham’s Client
Alerts can be found at www.lw.com. If you wish to update your contact details or customize the
information you receive from Latham & Watkins, visit https://www.sites.lwcommunicate.com/5/178/forms-
english/subscribe.asp to subscribe to the firm’s global client mailings program.

! Please note that the legal information contained in this Client Alert and the analysis thereof are based on publicly available
versions of PRC legislation and regulations, secondary sources such as commentaries, conversations with PRC officials and
practitioners of PRC law, and the authors’ reasoned reflection in light of experience with similar matters and transactions, in
each case as of the date of this Client Alert. Please also note that the PRC Ministry of Justice does not permit foreign law firms
to practice PRC law, and nothing contained herein should be interpreted as rendering a legal opinion on PRC law.
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