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Ashurst China Desk 

Rules for Shanghai Free Trade Zone 
Finally Unveiled 
Ever since the State Council gave the green light to the establishment of the mainland's first real free trade zone 
in Shanghai in July 2013, the details of the plan governing the free trade zone have been highly anticipated. On 
27 September 2013, the State Council released the General Plan for the China (Shanghai) Pilot Free Trade Zone 
(the "General Plan"). The General Plan sets out a roadmap for the regulatory reforms in the China (Shanghai) 
Pilot Free Trade Zone (the "FTZ"), which officially opened on 29 September 2013 and went into operation on 1 
October 2013.  In the meantime, the Shanghai Municipal Government, the State Administration for Industry and 
Commerce and other government authorities also respectively announced measures to support the FTZ.   

Based on the General Plan and the supplementary measures, we set out below a summary of the key policy 
initiatives for the FTZ. 

Further opening up of certain service sectors 

Pursuant to the General Plan, the following service sectors will be further opened up to foreign investment, with 
market access restrictions (such as requirements concerning the qualification of investors, limitations on foreign 
participation, restrictions concerning business scope, etc.) removed: 

Sector Type of Service Details 

Financial Services 

Banking services 

 Qualified foreign financial institutions may set up 
wholly foreign-owned banks and Sino-foreign 
equity joint venture banks with eligible Chinese 
private capital; and 

 Qualified Chinese banks may operate in offshore 
business. 

Health and medical 
insurance 

 Foreign investors may set up specialized health 
and medical insurance institutions. 

Financial leasing 

 Removal of the minimum registered capital 
requirement for a project company (i.e. single-
ship/aircraft company); and 

 Financial leasing companies may conduct 
commercial factoring relating to its primary 
businesses. 

Shipping Services 

Ocean 
transportation 

 Limitations on foreign participation in Sino-
foreign joint venture international shipping 
enterprises will be relaxed. 

International ship 
management 

 Foreign investors may set up wholly foreign-
owned ship management enterprises. 

Commerce and 
Trade Services  

Value-added 
telecommunications 

 Qualified foreign-invested enterprises ("FIEs") 
may engage in specific value-added 
telecommunication services 

Entertainment and 
gaming consoles 
sales and service  

 FIEs may engage in the manufacturing and sales 
of entertainment and gaming consoles.  

  



 

 

Professional 
Services  

Law firms  
 New way of cooperation between foreign and 

domestic law firms 

Credit investigation   Foreign investment is permitted.   

Travel agency  
 Sino-foreign equity joint venture travel agencies 

may engage in overseas tourism businesses, 
with the exception of Taiwan. 

Recruitment agency 
 Restrictions on foreign participation and 

minimum registered capital are relaxed.   

Investment 
management  

 Foreign-invested equity investment companies 
may be structured as companies limited by 
shares.  

Engineering design  
 Restrictions on the qualification of the investors 

are removed. 

Construction service  

 Wholly foreign-owned construction enterprises 
may conduct Sino-foreign joint construction 
projects in Shanghai without the limitation on 
foreign participation in the project 

Cultural Services 

Talent agency   Wholly foreign-owned talent agencies may be 
set up to provide services in Shanghai. 

Entertainment 
facilities 

 Wholly foreign-owned entertainment facilities 
may be set up to provide services in the FTZ. 

Social Services  

Education and 
training, vocational 
skills training  

 Establishment of Sino-foreign cooperative joint 
venture education and training institutions is 
permitted; and 

 Establishment of Sino-foreign cooperative joint 
venture vocational skills training institutions is 
permitted.  

Medical services   Establishment of wholly foreign-owned medical 
institutions is permitted. 

Negative list approach for foreign investment management 

According to the General Plan, a negative list approach towards foreign investment management will be adopted 
in the FTZ, meaning that foreign investors are allowed to invest in every sector that is not on the negative list 
and enjoy national treatment in terms of market entry in the FTZ. The 2013 version of the negative list (the 
"Negative List") has been issued by the Shanghai Municipal Government, which covers 16 service sectors and 
details 190 management measures. Of the 190 management measures, 38 measures are marked as "prohibited" 
and 74 are marked as "restricted". 

The Negative List appears to be slightly disappointing to the market because it is longer and more restricted than 
expected. Foreign investors are still prohibited from investing in the country’s tightly-controlled cultural, sports 
and entertainment industries, such as news agencies, radio and film companies, publishing of newspapers, 
magazines and books, production of electronic publications, internet bars, and so on.  

Moreover, foreign investment is still restricted in industries such as telecommunication, broadcast and television, 
satellite transmission service and high-end properties.    

However, the Negative List is not final and will be adjusted from time to time. According to Professor Chen Bo, 
the Vice Director of the Research Centre of the FTZ, compared to the negative lists used by other economies in 
the world, the Negative List uses the word "restricted" much more frequently than the word "prohibited", which 
should allow more room for interpretation. 1We expect that the Negative List may become shorter in the future.   

                                                                                                                                                  
 
1 Please refer to http://news.ifeng.com/shendu/21sjjjbd/detail_2013_10/01/30031518_0.shtml 



 

 

Removal of approvals for foreign investment and outbound investment 

Under the country’s current legal regime, foreign investment is subject to approval of the approval authorities, 
the process of which is not straightforward and notoriously time-consuming. According to the General Plan, 
foreign investment in the FTZ will be administered under a "record filing" mechanism by the Shanghai local 
authorities. 

More specifically, for foreign-invested projects in the FTZ in sectors not listed on the Negative List, the previous 
approval system will be replaced by a record-filing system. According to the Administrative Measures on Record 
Filing of Foreign-invested Projects in the China (Shanghai) Pilot Free Trade Zone issued by the Shanghai 
Municipal Government on 29 September 2013, such foreign-invested projects include Sino-foreign equity joint 
ventures, Sino-foreign cooperative joint ventures, wholly foreign-owned projects, acquisition of domestic 
enterprises by foreign investors, capital increase of FIEs and so on, and the Administrative Committee of the FTZ 
is responsible for the filing of such projects.  The applicant of a foreign-invested project should fill in and submit 
a standard record-filing form, as well as provide the requisite application materials, to the Administrative 
Committee. The Administrative Committee should respond within 10 business days and issue an opinion to the 
applicant regarding the filing of such project.   

Also, the joint venture contracts and articles of association of FIEs will only need to be filed with, rather than 
approved by, the relevant authorities. According to the Administrative Measures on Record Filing of Foreign-
invested Enterprises in the China (Shanghai) Pilot Free Trade Zone issued by the Shanghai Municipal 
Government on 29 September 2013, the Administrative Committee of the FTZ is also responsible for the record 
filing of FIEs in the FTZ which invest in sectors not listed on the Negative List.  An FIE can, after obtaining a pre-
approval for its corporate name, log in the Administrative Committee’s online system to fill in the relevant 
information. The Administrative Committee should put the relevant information on file within one business day, 
and send a record-filing certificate to the foreign investor and relevant authorities through its online system.   

According to Mr. Dai Haibo, Vice Secretary General of the Shanghai Municipal Government, under the record-
filing mechanism an enterprise may be established (i.e. obtaining its business license, organizational code 
certificate, tax registration certificate and other requisite post-registration certificates) in four days at the 
soonest, while it would take at least 29 days for a project to be approved under the original approval system.2    

In addition, the approval requirements on outbound investment are also removed in the FTZ. Instead, investors 
in the FTZ will only need to file the investment project with the Administrative Committee of the FTZ. Investors 
are also encouraged to establish special purpose vehicles in the FTZ to conduct outbound equity investment and 
qualified investors are encouraged to set up outbound equity investment funds. The Shanghai Municipal 
Government has issued the relevant measures3  regarding the record-filing of outbound investment to specify the 
procedures and requirements.   

Other policy initiatives 

Other key policies in the General Plan include: 

Convertible RMB capital account: According to the General Plan, on the condition that risks can be controlled, 
enterprises can undertake convertibility of RMB on the capital account on a "first-to-do and first-to-try"4 basis 
within the FTZ. Under the country's current foreign exchange regulatory system, conversion between RMB and a 
foreign currency is already permitted for current account transactions, but is subject to approval for capital 
account transactions, such as foreign equity investment and foreign debts. The General Plan does not say 
whether full convertibility of RMB on the capital account is permitted, which shows that the central government is 
still cautious about the potential risks of greater convertibility.   

                                                                                                                                                  
 
2 Please refer to http://finance.sina.com.cn/china/20130929/154116884909.shtml. 
3 The Administrative Measures on Record Filing of Outbound Investment Projects in the China (Shanghai) Pilot Free Trade Zone and the Administrative 

Measures on Record Filing of Outbound Investment in Establishing Enterprises in the China (Shanghai) Pilot Free Trade Zone.     
4 According to the relevant news reports, although convertibility of the capital account has long been set as one of the targets of the reform of China's 

financial industry for the period between 2011 and 2015, it has not yet been settled as to how to proceed with this important reform.  "First-to-do 
and first-to-try" means that the FTZ will be the pilot zone for the Chinese government to experiment, and the relevant experience gained from the 
FTZ will be used in other parts of China.  Please refer to http://news.xinhuanet.com/fortune/2013-09/08/c_117274759.htm.   
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Readers should take legal advice before applying the information contained in this publication to specific issues or transactions. For more information 
please contact us at OpernTurm, Bockenheimer Landstraße 2-4, 60306 Frankfurt am Main T: +49 69 97 11 26 F: +49 69 97 20 52 20; Ludwigpalais, 
Ludwigstraße 8, 80539 Munich T: +49 89 24 44 21 100 F: +49 89 24 44 21 101 www.ashurst.com. 
 
Ashurst LLP and its affiliates operate under the name Ashurst. Ashurst LLP is a limited liability partnership registered in England and Wales under 
number OC330252. It is a law firm authorised and regulated by, amongst others,  the Solicitors Regulation Authority of England and Wales under 
number 468653.  The term "partner" is used to refer to a member of Ashurst LLP or to an employee or consultant with equivalent standing and 
qualifications or to an individual with equivalent status in one of Ashurst LLP's affiliates. Further details about Ashurst can be found at 
www.ashurst.com.  
© Ashurst LLP 2013   Ref:3210997 24 October 2013 

 

Abu Dhabi 
Suite 101, Tower C2  
Al Bateen Towers 
Bainunah (34th) Street  
Al Bateen 
PO Box 93529 
Abu Dhabi  
United Arab Emirates 

T: +971 (0)2 406 7200 
F: +971 (0)2 406 7250 
 
Adelaide 
Level 4 
151 Pirie Street 
Adelaide SA 5000 
Australia 

T: +61 8 8112 1000 
F: +61 8 8112 1099 
 
Beijing 
Level 26 West Tower, Twin 
Towers 
B12 Jianguomenwai Avenue  
Chaoyang District 
Beijing 100022 
PRC 

T: +86 10 5936 2800 
F: +86 10 5936 2801 
 
Brisbane 
Level 38, Riverside Centre 
123 Eagle Street 
Brisbane QLD 4000 
Australia 

T: +61 7 3259 7000 
F: +61 7 3259 7111 
 
Brussels 
Avenue Louise 489 
1050 Brussels 
Belgium 

T: +32 (0)2 626 1900 
F: +32 (0)2 626 1901 
 
Canberra 
Level 11 
12 Moore Street 
Canberra ACT 2601 
Australia 

T: +61 2 6234 4000 
F: +61 2 6234 4111 
 
Dubai  
Level 5, Gate Precinct Building 3 
Dubai International 
Financial Centre 
PO Box 119974 
Dubai 
United Arab Emirates 

T: +971 (0)4 365 2000 
F: +971 (0)4 365 2050 
 
 

Frankfurt 
OpernTurm 
Bockenheimer Landstraße 2-4 
60306 Frankfurt am Main 
Germany 

T: +49 (0)69 97 11 26 
F: +49 (0)69 97 20 52 20 
 
Hong Kong 
11/F, Jardine House 
1 Connaught Place 
Central 
Hong Kong 

T: +852 2846 8989 
F: +852 2868 0898 
 
Jakarta (Associated Office) 
Oentoeng Suria & Partners 
Level 37, Equity Tower 
Sudirman Central 
Business District 
Jl. Jend. Sudirman Kav. 52-53 
Jakarta Selatan 12190 
Indonesia 

T: +62 21 2996 9200 
F: +62 21 2903 5360 
 
Jeddah (Associated Office) 
Level 9 Jameel Square 
Corner of Talhia Street and 
Al Andalus Street 
PO Box 40538 
Jeddah 21511 
Saudi Arabia 

T: +966 (0)2 283 4135 
F: +966 (0)2 283 4050 
 
London 
Broadwalk House 
5 Appold Street 
London EC2A 2HA 
UK 

T: +44 (0)20 7638 1111 
F: +44 (0)20 7638 1112 
 
Madrid 
Alcalá, 44 
28014 Madrid 
Spain 

T: +34 91 364 9800 
F: +34 91 364 9801/02 
 
 

Melbourne 
Level 26 
181 William Street 
Melbourne VIC 3000 
Australia 

T: +61 3 9679 3000 
F: +61 3 9679 3111 
 
Milan 
Via Sant'Orsola, 3 
20123 Milan 
Italy 

T: +39 02 854231 
F: +39 02 85423444 
 
Munich 
Ludwigpalais 
Ludwigstraße 8 
80539 Munich 
Germany 

T: +49 (0)89 24 44 21 100 
F: +49 (0)89 24 44 21 101 
 
New York 
Times Square Tower 
7 Times Square 
New York, NY 10036 
USA 

T: +1 212 205 7000 
F: +1 212 205 7020 
 
Paris 
18, square Edouard VII 
75009 Paris 
France 

T: +33 (0)1 53 53 53 53 
F: +33 (0)1 53 53 53 54 
 
Perth 
Level 32, Exchange Plaza 
2 The Esplanade 
Perth WA 6000 
Australia 

T: +61 8 9366 8000 
F: +61 8 9366 8111 
 
Port Moresby 
Level 4, Mogoru Moto Building 
Champion Parade 
PO Box 850 
Port Moresby 
Papua New Guinea 

T: +675 309 2000 
F: +675 309 2099 
 
 

Rome 
Via Sistina, 4 
00187 Rome 
Italy 

T: +39 06 421021 
F: +39 06 42102222 
 
Shanghai 
Suite 3408-10 
CITIC Square 
1168 Nanjing Road West 
Shanghai 200041 
PRC 

T: +86 21 6263 1888 
F: +86 21 6263 1999 
 
Singapore 
12 Marina Boulevard 
#24-01 Marina Bay 
Financial Centre Tower 3 
Singapore 018982 

T: +65 6221 2214 
F: +65 6221 5484 
 
Stockholm 
Jakobsgatan 6 
Box 7124 
SE-103 87 Stockholm 
Sweden 

T: +46 (0)8 407 24 00 
F: +46 (0)8 407 24 40 
 
Sydney 
Level 36, Grosvenor Place 
225 George Street 
Sydney NSW 2000 
Australia 

T: +61 2 9258 6000 
F: +61 2 9258 6999 
 
Tokyo 
Shiroyama Trust Tower 
30th Floor 
4-3-1 Toranomon 
Minato-ku, Tokyo 105-6030 
Japan 

T: +81 3 5405 6200 
F: +81 3 5405 6222 
 
Washington DC 
1875 K Street NW 
Washington, DC 20006 
USA 

T: +1 202 912 8000 
F: +1 202 912 8050 
 
 

 


