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China: Interpretation of new administration rules for

Insurance asset management companies

In brief In this issue

After extensive consultation, the China Banking and Insurance Regulatory
Commission (CBIRC) issued the Rules on Insurance Asset Management Companies

The abolition of restrictions on the

( (PREETTEFAFEHME) ) (CBIRC Decree [2022] No. 2) ("New Rules") 5 April shareholding ratio of foreign investors in
2022. The New Rules will come into force on 1 September 2022. insurance asset management companies

Unified conditions and restrictions are set

Compared with the Interim Provisions on Insurance Asset Management Companies
for all types of shareholders

( (PRI EEAT/EHEETHE) ) (CIRC Decree [2004] No. 2) ("Old Rules") and
other relevant regulations on the administration of insurance asset management
companies, the core changes in the New Rules are as follows.

Clear time limits on the disposal of equity of
the main promoters

First proposed the requirements of ‘two
participation and one control' for
shareholders of insurance asset
management companies

The abolition of restrictions on the shareholding ratio of - _
. . .. Specified the types of subsidiaries that
foreign investors in insurance asset management M B S R e
H can estaplis
companies

As early as 20 July 2019, the office of the Financial Stability and Development

Committee of the State Council announced 11 measures to promote the opening up

of the financial sector, including "to cancel the requirement that total shares of an

insurance asset management company held by domestic insurance companies shall not be lower than 75%, and allow foreign
investors' stake to exceed 25%." After that, Allianz Insurance Asset Management Company Limited, the first wholly foreign-
owned insurance asset management company in China, was established. The New Rules also cancel the requirement that the
total shares of an insurance asset management company held by domestic insurance companies shall not be lower than 75% in
the Old Rules, and further clarify that the total shareholding ratio of domestic and foreign insurance group (holding) companies
and insurance companies in insurance asset management companies shall exceed 50%.

Unified conditions and restrictions are set for all types of shareholders

The Old Rules did not specify the types of shareholders of insurance asset management companies and the conditions for
other shareholders other than the main promoter shareholders, while the New Rules have clearly stipulated this. According to
the New Rules, the shareholders of insurance asset management companies are classified into domestic shareholders and
foreign shareholders. Domestic shareholders include domestic insurance group (holding) companies, insurance companies,
other financial institutions and nonfinancial enterprises. Foreign shareholders include insurance group (holding) companies,
insurance companies, asset management institutions, etc. Such provisions shall prevail where there are other provisions
concerning the relevant shareholders in equity incentive or employee stock ownership plans carried out by insurance asset
management companies.

The shareholders of insurance asset management companies shall meet the following conditions:
1. Have good corporate governance structure and internal control mechanism
2. Have good social reputation, credit record and tax payment record

3. The operation and management are in good condition, and there is no major illegal operation record in the last two years.
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4.  The capital invested in the shares shall be self-owned capital, and no loan funds, entrusted funds or other non-self-owned
funds may be invested.

5.  The nonfinancial enterprise shareholders shall comply with the provisions of the relevant state departments for nonfinancial
enterprises to invest in financial institutions.

6.  The foreign institution shareholders shall comply with the laws and regulations of the country or region where they are
located. The financial regulatory authority of the country or region where they are located has established good cooperation in
supervision and management with the financial regulatory authority of the State Council.

7.  Other prudent conditions provided by the CBIRC

In addition to the conditions mentioned above, stricter requirements are set for the main promoters of insurance asset management
companies. The comparison between the New Rules and the Old Rules is as follows.

Article 10: The main promoters of an insurance asset management
company shall be insurance group (holding) companies or insurance
companies. In addition to meeting the conditions as prescribed in
Article 9, the main promoters shall also meet the following conditions:

Article 8: There shall be at least one shareholder or promoter to be the
insurance group (holding) company or insurance company when
establishing an insurance assets management company, and the said
insurance group (holding) company or insurance company shall meet

* Continuous operation for more than five years e TN EIMe s

L . . . _ * Has been undertaking the insurance business for over eight years
* No major violation of laws or regulations in business operation in
the last three years * No administrative punishment for violation of the provisions on

* Have good financial standing and remain profitable in the last BNl ETTEREEMELT! I (S (2 HTEE 1EETS
three fiscal years * The solvency ratio is not less than 150%. The total assets are no
less than RMB 10 billion, while the total assets of the insurance

* The year-end total assets in the preceding year of the main group (holding) company are not less than RMB 15 billion.

promoters and other insurance company shareholders of the
insurance asset management company are not less than RMB 50 G
billion or an equivalent amount of any convertible currency.

Meets the solvency requirements stipulated by the CIRC

* Has good corporate governance structure and internal control
* The comprehensive solvency ratio in the last four quarters is not system

less than 150%.
*  Other prudent conditions provided by the CBIRC

* Has an asset-liability management department and risk control
department, and has a complete investment information
management system

* The proportion of assets used and managed in a centralized way
by the capital arrangement departments is not less than 50% of
the total assets of the company, while such portion for an
insurance company that has a life insurance business is not less
than 80% of the total assets of the company.

* Other conditions provided by the CIRC

According to the foregoing provisions, the following are the amendments to the conditions that the main promoters shall meet:

1. The condition on the punishment of the main promoters is more demanding, changed from only administrative punishment for
violating the provisions on the use of funds is not allowed to any major illegal business operation record is unacceptable.

2. The requirement that the main promoters shall remain profitable in the last three fiscal years has been added.

3. Asfor the requirement for the total assets of the main promoters, the Old Rules require that the total assets of the main
promoters are not less than RMB 10 billion, and the total assets of the main promoters are not less than RMB 15 billion if the
main promoters are insurance group companies (holding companies); while the New Rules require that the year-end total
assets in the preceding year of the main promoters and other insurance company shareholders are not less than RMB 50
billion or an equivalent amount of any convertible currency.

4. The New Rules no longer require that the proportion of assets used and managed in a centralized way by the capital
arrangement departments is not less than 50% of the company's total assets, while such portion for an insurance company
that has a life insurance business is not less than 80% of the company's total assets.
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Clear time limits on the disposal of equity of the main promoters

The New Rules clearly stipulate that the main promoters, controlling shareholders and actual controllers of insurance asset
management companies shall adhere to the long-term investment concept and make a written commitment to hold the equity of
insurance asset management companies for not less than five years. During the holding period, they shall not pledge or establish a
trust over the equity, unless otherwise specified by the CBIRC.

First proposed the requirements of 'two participation and one control' for
shareholders of insurance asset management companies

Article 15 of the New Rules stipulates that there shall be no more than two insurance asset management companies invested by
the same investor and its related parties and persons acting in concert, among which there is at most one insurance asset
management company directly, indirectly or jointly controlled, unless approved by the CBIRC. In other words, an investor and its
related parties and persons acting in concert can invest in at most two insurance asset management companies, and at most one
insurance asset management company can be controlled.

This is basically consistent with the investment restrictions of insurance company shareholders. According to Article 30 of the
Measures for the Administration Of Equity Of Insurance Companies ( ({fi& A\ SIS /7E) ) (CIRC Decree [2018] No. 5),
investors, their related parties and persons acting in concert can only become the controlling shareholders of one insurance
company that is operating similar businesses. The total number of investors, their related parties and persons acting in concert who
become controlling and strategic shareholders of an insurance company shall not exceed two. Those regulations illustrate that the
restrictions on the number of shareholders' investments in insurance asset management companies and insurance companies
have become consistent.

Specified the types of subsidiaries that insurance asset management companies
can establish

In 2012, the Notice On Relevant Matters concerning Insurance Asset Management Companies ( { =T {REG T &\ 5H 2HE
IyiE%1) ) (Bao Jian Fa [2012] No. 90) stipulated that insurance asset management companies can set up subsidiaries in
accordance with relevant provisions to engage in certain asset management businesses. The New Rules further specify the types
of subsidiaries that insurance asset management companies can set up, which are subsidiaries engaging in financial management,
public funds, private funds, real estate, infrastructure, or other asset management businesses or entities related to asset
management businesses.

In addition to the above changes, the New Rules also make clear and specific requirements in corporate governance, risk
management and optimization of business operation, to strengthen the independence and risk management capabilities of
insurance asset management companies, reinforce the institutional constraints for corporate governance supervision
comprehensively, and maintain the safety of insurance funds and other long-term funds effectively.
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