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• From January 1, 2020 - Repelled by 
New Foreign Investment Law

- Law on Sino-foreign Equity JV
- Law on WFOE 
- Law of on Sino-foreign Cooperative JV

• Foreigners can no longer set up a new 
WFOE or JV after December 31, 2019

« PRC Company Law will rule them all » 

THE END OF WFOE & JV
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C L I E N T  N A ME P R O J E C T  T I T L E
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NEGATI VE LIST(S) REMAINS
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IMPACT much wider than corporate 
structures !

- Direct or indirect investments in PRC
- Foreign natural persons, foreign 

enterprises or other foreign organizations
- Contracts for establishment of FIE, share 

transfer contracts, equity transfer 
contracts, assets transfer contracts or other 
similar interests, contract for newly-built 
projects, etc.

- But also: gift, division of assets, merger, 
split-off, etc.
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CHINESE FOREIGN INVESTMENT 
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New Foreign Investment Law protection extended to:

- Chinese citizens settled overseas
- Investors from HK, Macao and Taiwan

Chinese citizens living in Mainland China but
investing through HK, Macao or Taiwan ?

Chinese citizens or other Chinese investors (excluding
FIE) wholly-owned enterprises established overseas
investing in PRC?



5 YEARS REDEMPTION TERM

WFOE and JV established 
before January 1, 2020, 
may keep their original 
organizational forms for 5 
years:
- Possible to change it
- Possible to wait 
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- Chinese company 
registry shall not 
process the 
application(s) for any 
other registration 
matter(s) 

- Public announcement: 
social credit ? 

AFTER 2025?



WFOE - JV - CHINESE COMPANY
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ØWFOE: limited because of 
2006 – update opportunity – 3 
funds

Ø JV: huge - in favor of 
majority shareholder 

• Art. 46 Implementation Regulations
for the FIL
Upon adjustment of organization form
or organization structure of an existing
foreign investment enterprise pursuant
to the law, the equity or interests
transfer method, gains distribution
method, residual assets distribution
method etc. agreed in the contract
between the EJV or CJV parties may
continue to be handled in accordance
with the agreement.

WFOE - JV - CHINESE COMPANY
Impact on corporate governance? 



SOME JV’S IMPACTS 

• Highest authority: from the BoD to the Shareholders
Meeting

• Directors appointment: for JV the number of directors
to be appointed by each shareholder is determined in %
to each shareholder’s capital contribution / number of
directors to be appointed can be stipulated in the AoA.

• AoA amendment: important decisions require
unanimous approval of the present directors / approval of
2/3 of the shareholders holding voting power.

• Chinese employee can become a partner
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Dividend: in % to the capital
contribution / same under the Company
Law but shareholders may decide on a
different scheme by unanimity.

Shares transfer: consent of all
shareholders + pre-emptive rights of
others shareholders / No consent for
internal transfer - external transfers
consent of more than half of the other
shareholders.
If refused, the dissenting shareholders
have an obligation to purchase the
shares.
If refused to purchase will however be
deemed as consenting to the transfer.
Pre-emptive right to purchase the shares
on the same terms. Possible to agree on a
different scheme for transfer of share.
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1. To review AOA : MSA withdrawing («市场监督管理局变更登记»)
2. To review your AOA, JV contract or shareholder agreement (deadlock, call option, etc.)

a) highest authority;

b) voting rules for major issues;

c) quorum;

d) share transfer mechanism…

HOW TO BE READY?
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For majority shareholders:

a) to reduce the restrictions of unanimous 
consents mechanism; 

b) to take the advantage of voting rights.

For minority shareholder:

a) to keep the unanimous consents
mechanism;

b) to negotiate exit options

HOW TO BE READY?

3. Bargaining power assessment and core interests indentification before to start the
negociation



Jam risk in 2025 

Social credit risk in 
case of deadlock 

Plan ahead the 
negotiation, do 
not wait for 
2025



- Merger- Acquisition

- Shadow equity investment 

- Funding options: shares swap

- Public issue of stock, bonds, 

other securities 

MANY NEW OPPORTUNITIES 



- DEADLOCK 2025

- National security review

- Total Investment Rule

- Company Social Credit

- Communist party

STILL SOME UNCERTAINTIES 



THANK YOU


