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THE PEOPLE'S BANK OF CHINA SHANGHAI HEAD OFFICE
SHANGHAI ADMINISTRATION FOR MARKET REGULATION

AN INTRODUCTION TO
BENEFICIAL OWNERSHIP
INFORMATION REPORTING 5




Legal basis for reporting beneficial

ownership information

Article 9(8) of "The Regulations on Registration of Market

Entities of the People's Republic of China"
{Decree No.746, 2021 of State Council)

01 requires "companies, partnerships and other market entities
to submit information on beneficial owners".

Legal
basls

Article 7 of “The Implementation Rules of the Regulations on the

Legal | Registration of Market Entities of the People's Republic of China"

basis {Decree No.52, 2022 of State Administration for Market Regulation (SAMR))

02 further clarifies that " beneficial ownership information
management systems shall be separately formulated by

the People's Bank of China (PBOC) in conjunction with the SAMR".

Article 2 of “The Administrative Measures
on Beneficial Owner Information”
(Decree No.3, 2024 of PBOC and SAMR) (referred to as the "BOI Measures")
03 require that "companies, partnerships, and branches of foreign
companies shall submit beneficial owner information".

Legal
basis

What is a beneficial owner?

A beneficial owner refers to a natural person who ultimately owns or
controls the registered entity or enjoys the ultimate benefits of it.




Beneficial owner vs. actual controller

While the concept of the “beneficial owner” may seem similar to that of “actual
controller” , there are significant differences between the two:

® Firstly, the meaning of beneficial owner encompasses three aspects: ownership,
control, and income. A beneficial owner can be either the owner of the company
(partnership), the controller, or the beneficiary.

® Secondly, the beneficial owner must be a natural person. The “actual controller”
can be either a legal person or a natural person, while the beneficial owner is
always a natural person.

*@ A BENEFICIAL OWNER ' AN ACTUAL CONTROLLER

the owner,or the controller,
or the beneficiary
of the company(partnership)

the controller
of the company(partnership)

il a legal person
? NS . peSR or a natural person

; Whether filing
Subject types is required
Companies, partnerships, and Yes

branches of foreign companies

Non-corporate enterprises, sole proprietorships, agricultural

cooperatives (and their federations) and their branches, Temporarily
as well as branches of domestic companies and partnerships exempted
Individually-owned businesses No
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Which reporting entities are exempt from the obligation ﬁ
to submit beneficial owners post- commitment? -

Reporting entities that meet all of the following conditions may be exempted from
the obligation to report beneficial owners post-commitment.

0. The registered capital (capital contribution) does not exceed RMB 10 million
for its foreign currency equivalent);

02. The shareholders or partners are all natural persons;

03. There are no natural persons exercising effective control over the entity or
benefiting from it persons other than the shareholders or partners;

4. There are no situations of exercising control over the entity or benefiting
from it other than equity or partnership interests.

These eligible entities can read and confirm a letter of commitment in the system
to be exempted from further reporting of beneficial owners, which greatly simpli-
fies the filing process .

When to file?

01 Filing for the first time

Filing subjects Time limits

Entities registered with Administrations

At the time of registration
for Market Regulation at all levels g

: f establish t
since November 1, 2024 eSS
Entities registered Completed by

before November 1, 2024 November 1, 2025

(02 Updating the record

If there’ s any change in the beneficial ownership information or if entities no longer
qualify for the exemption, the updated information must be filed within 30 days.

I,




How to file?

Filing can be done through the online service system
“Shanghai Online Business Registration”

(Q https:p'fyct.sh.gov.cnlportal_yctf)
o

1 What information must be submitted?

The beneficial ownership information
to be submitted includes

(" Name ) ( Gender )( Nationality )( Date of birth )

i 5
Address of the usual Contact Type, number and validity period
place of residence Information of the identlity certificate or

or workplace other identification documents

o
~

\

The type of the beneficlal owner and the dates on which
It was established and terminated (if applicable)

%

Depending on the type of beneficial ownership, the corresponding proportions of equity,
shares, partnership interests, economic rights or voting rights of equity, type of actual
control must also be recorded.

10
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THE PEOPLE'S BANK OF CHINA SHANGHAI HEAD OFFICE
SHANGHAI ADMINISTRATION FOR MARKET REGULATION

IDENTIFICATION
METHODS OF
@@ e BENEFICIAL OWNERS
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Methods of Identifying Beneficial Owner
« (for companies and partnerships)

Identification criteria and methods (

HOWTO DETERMINE THE BENEFICIAL OWNER(S) OF YOUR BUSINESS?

CRITERION 1 A natural person who ultimately holds 25 percent or more of the

equtiy, shares, or partnership interasts of the filing entity directly or indirectly
Criterion 1is the criterion for Article 6{1) of the Administrative Measures on Beneficial Owner Information
{refarred to as the *BO| Measures™),

CRITERION 2 Although not meeting the Criterion 1, a natural person who
holds 25 percent or more of the economic rights or voting rights of equity of
the filing entity

Criterion 2 is the criterion for Article 6{2) of the “BOI Measures”™.

CRITERION 3 Although not meeting the Criterion 1, a natural person who
individually or jointly excercises actual control over the filing entity
Critarion 3 is the criterion for Article 6(3) of the “BOI Measures™.

In the absence of the three circumstances specifiedabove
v

People in charge of the daily operation and management

21



Description of identification

4 criteria and methods

There are a few things you need to keep in mind when identifying:

1.It is necessary to identify the criteria and assess them one by one, and all
identified beneficial owners should be filed. (Tips: the beneficial owner may be
more than one natural person).

2.Individuals who meet Criterion 2 and 3 realize the ultimate control or benefit of their
reporting subject by means of non-equity (non-partnership interest) such as proxy
shareholdings, agreements, and close relationships. In identifying a specific beneficial
owner, both Criterion 2 and 3 are met on the premise that Criterion 1is not met. For
example, if natural person A owns 75% of the equity of a company Z and can also enjoy
75% of the economic rights of it, then A meets Criterion 1, but not Criterion 2.

3.If there is no natural person who meets the Criterion 1, 2 or 3, persons in charge of
day-to-day management are considered as beneficial owners, and at least one person
at the highest level of day-to-day management must be declared. Persons responsible
for day-to-day management may be the legal representative, the chairman of the
board of directors, directors, managers, and natural persons who conduct the affairs of
a partnership (including managing partners or natural persons who conduct the affairs
of a partnership on behalf of managing partners), etc.

22
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Learn how to identify beneficial owners
w. step by step (for companies and partnerships)

You can also try the four-step method to easily identify beneficial owners. Let’ s get
started!

Step 1:5et out a diagram of the final shareholding structure of your company/partnership;
Step 2:Calculate the percentage of final equity or partnership interests for each level and
identify natural persons holding Z25% of the equity, shares, or partnership interests.

Step 3:Determine whether there are natural persons, other than sharehold-
ers (partners) holding 225% of the economic and voting rights of the equity
of your company/partnership;

Step 4:Determine whether there are natural persons, other than sharehold-
ers (partners), who have actual control over your company/partnership
through non-equity or non-partnership interests, such as control over
“personnel”, “decision-making”, “property” and other aspects by means of
agreements or close relationships, etc.

MOTE: “Close relationships™ are often characterized by blood relations, kinship, schoolmates,
comradeship, old friends, colleagues, subordinates, fellow-township relationships, ete.

STEP1 STEP 2
Set out a diagram of the final ’ Calculate the percentage of final equity
shareholding structure or partnership interests for each tier

v
STEP 4 STEP 3
Determine the actual control ‘ Determine the economic and voting
situations rights of equity

If you cannot identify the beneficial owners through the four-step process above,
you may consider the persons responsible for day-to-day management as beneficial
owners (at least one of the most senior persons).

S
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CASE 1:Company Z is owned 55%, 20% and 25% respectively by individual
shareholders A, B and C.

Bam203%

A«a DD%

The beneficial
owner

h
(¥ 325%

The beneficial
owner

INTERPRETATION :According to Criterion 1, A and C own 25% or more of the shares of
Company Z, while B owns less than 25%. Therefore, A and C are recognized as the
beneficial owners of the company.

CASE 2:The individuals A, B, and C are natural persons. A and B respectively
hold 30% and 70% of the shares in Company Z (correspanding to 30% and 70%
of the economic rights of equity). However, A has transferred its economic
interests of equity to C through an agreement, thus C is entitled to 30% of
economic rights of the company.

A has transferred its 20% of
A 3(0s, . cconomicinterests of equity to C

' can30%

The beneficial .
owner Enjoys th_e 3_0% of
economic rights
The beneficial
owner

5 & 70

The beneficial
owner

ompany

INTERPRETATION: Firstly, according to Criterion 1, A and B directly own more than
25% of the equity of Company Z, so both & and B are the beneficial owners of the
company. Secondly, in light of Criterion 2, C ultimately enjoys 30% of economic right
of equity, so Cis also a beneficial owner of Company Z. Therefore, A, B and C should
be filed as the beneficial owners of the company.

24




CASE 3:Company Z is owned 70% and 30% by individual shareholders A and B,
and A is the legal representative of the company. However, in reality, Company Z
is registered by C in the name of his mother A, and C exercises actual control over
Company Z in its day-to-day operations.

mother -child relationship

3 ' A 70%

The beneficial

Actually
sikak owner
The beneficial
owner -
B am 90%
The beneficial
owner

INTERPRETATION: Firstly, according to Criterion 1, both A and B directly hold more
than 25% of the shares of Company Z, so A and B are recognized as the beneficial
ownersof Company Z. Then, according to Criterion 3, C is deemed as the beneficial
owner of Company Z because he imposes actual control over Company Z through
a family relationship. The final conclusion is that A, B and C are all beneficial
owners of Company Z.

CASE 4:Natural persons A and B are shareholders in Company Z, holding 303 and
25% of the shares respectively. Natural person C holds no shares in the company,
but ultimately enjoys an economic interest of 25%. What' s more, natural person D
doesn't have any ownership interest in Z, but is able to exercise effective control
over it.

Ai 30%

Owns 30% of the shares
The beneficial owner

Ban 257
Owns 25% of the shares
The beneficial owner

o]
C & 25% D ain

Enjoys a25% Actually controls
economig interest The beneficial owner

The beneficial owner

As shown above, A and B meet Criterion 1; C meets Criterion 2; and D meets Criterion
3.Thus A, B, C, and D should all be reported as beneficial owners of Company Z.

25



Methods of Identifying Beneficial Owners
o (for State-owned companies)

Methods for identifying beneficial owners
of state-owned companies

Methods of
identification

Wholly State-owned
enterprises (SOEs) and Legal representative is deemed
State-controlled as the beneficial owner
enterprises

Beneficial owners shall be identified in
accordance with Article 6 of the "BOI

Stai?af.a;:.tal Measures". During the identification process,
participating due to the particularities of state-owned
SOmpaes capital, beneficial owners of the state-owned
capital portion may no longer be identified.
L .

Cases of beneficial owner identification U

State-owned capital and natural persons A and B hold 30%, 60% and 10% of
the shares in Company Z respectively, of which the state-owned capital
holds no more than 50% of the shares in Company £, and is not the largest
shareholder, and cannot exert actual control over Company Z.

AL 60

The beneficial
owner

State-owned
capital & 30%

Bam 10%

Interpretation: Company Z is a SOE with equity participation, and among
the non-state capital with equity participation, A holds 40% of the shares of
Company Z, which meets the criteria set forth in Article 6 of the “BOI
Measures”. Thus, Ais recognized as the beneficial owner of Company Z.

h. o
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Methods of Beneficial Owner Identification
e (for branches of foreign companies)

Methods of identifying beneficial owners

STEP 1 Report the beneficial owners of a foreign company in accordance with
Article 6 of the "BOI Measures™.

HOW TO DETERMINE THE BENEFICIAL OWHNER(5) OF YOUR BUSINESS?

CRITERION 1 Anatural person who ultimately holds 25 percent or more of the
equity, shares, or partnership interests of the filing entity directly or indirectly
Criterion 1 is the criterion for Article 6(1) of the Administrative Measures on Beneficial Owner
Information (referred to as the “BOI Measuras™).

CRITERION 2 Although not meeting the Criterion 1, a natural person
who holds 25 percent or more of the economic rights or voting rights of
equity of the filing entity

Criterlon 2 Is the criterion for Article 6(2) of the *BOI Measures”.

CRITERION 3 Although not meeting the Criterion 1, a natural person who
individually or jointly excercises actual control over the filing entity
Criterion 3 i= the criterion for Article 6(2) of the *BOI Measures”.

Inthe absence of the three circumstances specified above

v
People in charge of the daily operation and management

At least one senior manager at the highest level of the branch of the
foreign company should be filed as the beneficial owner, such as the
person in charge of the branch.

STEP2

Tips: Foreign companies and their branches are not exempted from the reporting of beneficial owners
as stipulated in Article 3 of the “BOI Measures”, nor are they subject to the exemption standard for the
reporting of beneficial owners that foreign countries may enjoy in their home country. _/)A
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Cases of beneficial ownership identification

An overseas registerad company has set up a branch Z in China. The company
has two individual shareholders, of which shareholder A holds 80% of the

shares and shareholder B owns 20%. At the same time, natural person D is the
representative of branch Z.

AE._BU'}:.

The beneficial
owner

55 20+

Gh Dk
Branch Z of the Senior management at

) q - the highest level
regiskerecicampary The beneficial owner

INTERPRETATION: Since A owns more than 25% of the shares of the foreign
company, which meets Criterion 1, and D is a senior manager of branch Z, Aand D
are recognized as the beneficial owners of branch Z.
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