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Securities Law of the People's Republic of China

Order of the President
{Order No. 43 [2005))

The Securities Law of the People’s Republic of China was amended and adopted at the 18th Meeting of the Standing
Committee of the 10th National Peopte's Congress of the People’s Republic of China on October 27, 2005. We hereby
promulgate the Securities Law of the People’s Republic of China, as amended. which shall come into force as of January
1, 2006.

President of the People’s Republic of China Hu Jintao

October 27, 2005

Securities Law of the People’s Republic of China

(Adopted at the 6th Meeting of the Standing Committee of the 9th National People’s Congress on December 29, 1998,
amended at the 18th Meeting of the Standing Committee of the Tenth National People’s Congress of the People's
Republic of China on October 27, 2005 according to the Decision on Amending the Secunities Law of the People’s
Republic of China which was made at the 11th meeting of the Standing Committee of the 10th People’s Congress on
Augqust 28, 2004)

Table of Contents

Chapter | General Provisions

Chapter Il Issuance of Securities

Chapter Ill Trading of Securities

Section | General Provisions

Section Il Listing of Securities

Section Il On-going Disclosure of Information

Section IV Prohibited Trading Acts

Chapter IV Acquisition of Listed Companies

Chapter V Stock Exchanges

Chapter VI Securities Companies

Chapter VIl Securities Registration and Clearing Institutions

Chapter V!It Securities Trading Service Institutions

Chapter IX Securities Industrial Associations

Chapter X Security Regulatory Bodies

Chapter XI Legal Liabilities

Chapter Xtl Supptementary Provisions

Chapter | General Provisions

Article 1 The present Law is formulated in order to standardize the issuance and trading of securities, protect the
legitimate rights and interests of investors, safequard the economic order and public interests of the society and promote
the development of the socialist market economy.

Article 2 The present Law shall apply to ihe issuance and trading of stocks, corporate bonds as well as any other




securities as lawfully recognized by the State Council within the territory of the People's Republic of China. Where there is
no such provision in the present Law, the provisions of the Corporation Law of the People’s Republic of China and other
relevant laws and administrative requlations shall apply.

Any listed trading of government bonds and share of securities investment funds shall be governed by the present Law. In
case there is any special provision in any other law or administrative Regulation, such special provision shall prevail.

The measures for the administration of issuance and trading of securities derivatives shall be prescribed by the State
Council according to the principles of the Present Law .-

Anticle 3 The issuance and trading of securities shall be carried out according to the principles of openness, faimess and
impartiality

Anticle 4 The parties involved in any issuance or transaction of securities shall have equal legal status and shail uphold the
principles of free will, compensation, and uprightness and creditworthiness.

Aricle § The issuance and trading of securities shall abide by laws and administrative regulations. Any fraud, insider
trading or manipulation of the securities market shall be prohibited.

Aricle 6 The divided operation and management shall be applied to the industries of securities, banking, trust and
insurance. The securities companies and the business organs of banks, trust, and insurance shall be separately
established. unless it is otherwise provided for by the state.

Article 7 The securities requlatory autherity under the State Council shall carry out centralized and unified supervision and
administration of the national securities market.

The securities requlatory authority under the State Council may. according to the relevant requirements, establish
dispatched offices, which shall perforfn their duties and functions of supervision and administration according to their
authorization.

Article 8 Under the centralized and unified supervision and administration of the state regarding the issuance and trading
of securties, a securities industrial association shall be established according to law, which shall adopt the selt-regulating
administration.

Article 8 The auditing organs of the state shall carry out auditing supervision of the securities exchanges, securities
companies, securities registration and clearing institutions, and securities regulatory bodies.

Chapter Il Issuance of Securities

Article 10 A public issuance of securities shall meet the requirements of the relevant laws and administrative regulations,
and shall be reported to the securities regulatory authority under the State Council or any department as authorized by the
State Council for examination and approval according to law. Without any examination and approval according to law, no
entity or individual may make a public issuance of any securities.

It shall be deemed as a public issuance under any of the following circumstances

(1) Making a public issuance of securities towards unspecified objects:

(2) Making a public issuance of securities to accumulatively more than 200 specified objects;

{3) Making a public issuance as prescribed by any law or administrative regulation.

For any securities that are not issued in a public manner, the means of advertising, public inducement or public issuance
in any disguised form shall not be adopted thereto

Article 11 An issuer that applies for the public issuance of stocks or convertible corporate bonds by means of underwriting
according to law or for the public 1ssuance of any other securities, which is subject to recommendation as is prescribed by
any law or administrative requlation, shall hire an institution with the qualification of recommendation as its recommender.
A recommender shall observe the operational rules and industrial norms and, based on the principles of being honesty,
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creditworthy. diligent and accountable, carry out a prudent examination of the application documents and information
disclosure materials of its issuers as well as supervise and urge its issuers to operate in a regulative manner.

The qualification requirements of the recommender as well as the relevant measures for administration shall be formulated
by the securities regutatory authority under the State Council.

Article 12 A public offer of stocks for establishing a joint stock limited company shall meet the requirements as prescnbed
in the Corporation Law of the People's Republic of China as well as any other requirements as prescribed by the securities
regulatory authority under the State Council which have been approved by the State Council. An application for public
offer of stocks as well as the following documents shall be reported to the securities requlatory authority under the State
Coungil:

(1) The constitution of the company:

{2) The promoter's agreement;

(3) The name or title of the promoter, the amount of shares as subscribed to by the promoters, the category of contributed
capital as well as the capital verification certification;

(4) The prospectus.

(5) The name and address of the bank that receives the funds as generated from the issuance of stocks on the behalf of
the company; and

(6) The name of the underwriting organization as well as the relevant agreements.

Where a recommender shall be hired, as is prescribed by the present Law, a Recommendation Letter of Issuance as
produced by the recommender shall be submitted as well.

Where the establishment of a company shall be reported for approval, as is prescribed by any law or administrative
regulation, the relevant approval documents shall be submitted as well.

Article 13 An initial public offer (IPO) of stacks of a company shall meet the following requirements:

(1) Having a complete and well-operated organization;

(2) Having the capability of making profits continuously and a sound financial status:

(3) Having no false record in its financial statements over the latest 3 years and having no other major irreqularity; and
(4) Meeting any other requirements as prescribed by the securities regulatory authority under the State Counci! which
have been approved by the State Council.

A listed company that makes any initial non-public offer of stocks shall meet the requirements as prescribed by the
securities requlatory authority under the State Council, which have been approved by the State Council and shall be
reported 10 the securtties regulatory authority under the State Councit for examination and approval.

Article 14 A company that makes an IPO of stocks shall file an application for public offer of stocks and submit the
following documents to the securities regulatory authority under the State Council:

(1) The business license of the company;

(2) The constitution of the company:

(3) The resolution of the general assembly of shareholders;

(4) The prospectus;

(5) The financial statements;

(6) The name and address of the bank that receives the funds as generated from the public offer of stocks on the behalf of
the company; and

{7) The name of the underwriting institution as well as the relevant agreements.

Where a recommender shall be hired, as is prescribed by the present Law. the Recommendation Letter of Issuance as
produced by the recommender shall be submitted as weil

" Article 15 The funds as raised through public offer of stocks made by a company shall be used according to the purpose
as prescribed in the prospectus. Any alteration of the use of funds as prescribed in the prospectus shall be subject to a
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resolution of the general assembly of shareholders. Where the company fails to correct any unlawful aiteration of its use of
funds or where any alteration of its use of funds fails to be adopted by the general assembly of shareholders, the relevant
company shall not make any IPO of stocks. In the foregoing circumstance, a company shall not make any non-public offer
of stocks.

Article 16 A public issuance of corporate bonds shall meet the following requirements:

(1) The net asset of a joint stock limited company is no less than RMB 30 million yuan and the net asset of a limited-
liability company is no less than RMB 60 million yuan:;

(2) The accumulated bond balance constitutes no more than 40 % of the net asset of a company;

(3) The average distributable profits over the latest 3 years are sufficient to pay the 1-year interests of corporate bo'nds:
(4) The investment of raised funds complies with the industrial policies of the state;

(5) The yield rate of bonds does not surpass the level of interest rate as set by the State Council; and

(6) Any other requirements as prescribed by the State Council.

The funds as raised through public issuance of corporate bonds shall be used for the verified purposes and shall not be
used for covering any deficit or non-production expenditure

The public issuance of convertible corporate bonds as made by a listed company shall not only meet the requirements as
provided for in paragraph 1 herein but also meet the requirements of the present Law on the public offer of stocks, and
shall be reported to the securities regulatory authority under the State Counail for examination and approval.

Article 17 As to an application for public issuance of corporate bonds, the following documents shall be reported to the
department as authorized by the State Council or the securities requtatory authority under the State Council:

(1) The business license of the company;

{2) The constitution of the company:

{3) The procedures for issuing corporate bonds:

(4) An assent appraisal report and an asset verification report; and

(5) Any other document as prescribed by the department as authorized by the State Council or by the securities requlatory
authority under the State Council.

Where a recommender shall be hired. as is prescribed by the present Law, the Recommendation Letter of Issuance as
produced by the recommender shall be submitted as well.

Article 18 Under any of the following circumstances, no more public issuance of corporate bonds may be carried out:

(1) Where the corporate bonds as issued in the previous public issuance haven't been fully subscribed;

(2) Where a company has any breach relating to the corporate bonds as publicly issued or any other debts, or has
postponed the payment of the relevant principal plus interests, and such situation still exists. or

(3) Where a company violates the present Law by altering the purpose of use of the funds raised through public issuance
of corporate bonds.

Article 19 The formats and ways of submitting application documents as reported by an issuer for examination and
approval of securities issuance according to law shall be prescribed by the competent organ or depantment in charge of
examination and approval.

Article 20 The application documents for securities issuance as reported by an issuer to the securities regulatory authority
under the State Council or the department as authorized by the State Council shall be authentic, accurate and complete.
A securities trading service institution and its staff that produces the relevant documents for securities issuance shall
strictly perform its/is statutory functions and duties and quarantee the authenticity, accuracy and integrity of the

documents as produced thereby.

Article 21 Where an issuer applies for an IPO of stocks, it shall, after submitting the application documents, disclose the
relevant application documents in advance according to the provisions of the securities regulatory authority under the
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State Council.

Article 22 The securities requlatory authority under the State Council shall establish an issuance examination committee,
which shall examine the applications for stock issuance according to law.

The issuance examination committee shall be composed of professionals from the securities requlatory authority under
the State Council and other relevant experts from outside the said authority, cast votes to decide on the applications for
stock issuance and give its examination opinions. '

The specific formulation measures, tenure of members as well as work procedures of the issuance examination committee
shall be formulated by the securities regulatory authority under the State Council.

Atticle 23 The securities regulatory authority under the State Council shall take charge of the examination and approval of
the applications for stock issuance according to the statutory requirements. The procedures for examination and approval
shall be publicized and shall be subject to supervision according to law.

The personnel participating in the examination and verification of stock issuance shall not have any interest relationship
with an issuance applicant, shall not directly or indirectly accept any present of the issuance applicant, not hold any stock
as verified for issuance, and shall not have any private contact with an issuance applicant.

The department as authorized by the State Counil shall carry out the examination and approvat of applications for
issuance of corporate bonds by referring to the preceding 2 paragraphs herein.

Article 24 The securities regulatory authority under the State Council or the department as authorized by the State Council
shall, within 3 months as of accepting an application for securities issuance, make an decision on approval or disapproval
according to the statutory requirements and procedures, but the time for an issuer to supplement or correct its application
documents for issuance according to the relevant requirements shall not be calculated in the aforesaid term for
examination and approval. In the case of disapproval, an explanation shall be given.

Article 25 Where an application for securities issuance has been approved, the relevant issuer shall, according to the
provisions of the relevant laws and administrative regulations, announce the relevant financing documents of public
issuance before publicly issuing any securities and shall make the aforesaid documents available for public reference in a
designated place.

Before the information of securities issuance is publicized according to law, no insider may publicize or divulge relevant
information.

An issuer shall not issue any securities before making an announcement of the relevant financing documents of public

Issuance.

Article 26 The securities regulatory autharity under the State council or the department as authorized by the State Council
shall, where finding any decision on approving securities issuance fails to comply with the relevant statutory requirements
and procedures and if the relevant securities haven't been issued, revoke the decision on approval and terminate the
issuance For any securities that have been issued but haven't been listed, the relevant decision on approval for issuance
shall be revoked. The relevant issuer shall, according to the issuing price plus interests as calculated at the bank deposit
rate for the corresponding period of time, refund the securities holders. A recommender shall bear several and joint
liabilities together with the relevant issuer, except for one who is able to prove that he has no fault therein. Where any
controlling shareholder or actual controller has any fault, he shall bear several and joint liabilities together with the relevant

Issuer,

Article 27 After a legat offer of stocks, an issuer shall be responsible for any flux in its operations or profits by itse!f. The
investment risk as incurred therefrom shall be bome by investors themselves.

Article 28 Where an issuer issues any securities to any non-specified object and if the said securities shall be underwritten
by a securities company, as is provided for by any law or administrative regulation, the issuer shall conclude an
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underwriting agreement with a securities company. The forms of “sale by proxy" or "exclusive sale” shall be adopted for
the underwnting of securities.

The term “sale by proxy" refers to an underwriting form, whereby a securities company sells securities as a proxy of the
relevant issuer and, upon the end of the underwriting period, returns all the securities unsold to the relevant issuer.

The term “exclusive sale” refers to an underwriting form, whereby a securities company purchases all of the securities of
an issuer according to the agreement there between or purchases all of the remaining unsold securities by itself upon the
end of the underwriting period.

Article 29 An issuer that makes public issuance of securities has the right to select a securities company for underwriling
according to law at its own will. A securities company shall not canvass any securities underwriting business by any unjust
competition means.

Anticle 30 Where a securities company underwrites any securities, it shall conclude an agreement with the relevant issuer
on sale by proxy or exclusive sale, which shall indicate the following items:

(1) The name, domicile as well as the name of the legal representative of the parties concerned:

(2) The classes, quantity, amount as well as issuing prices of the securities under sale by proxy or exclusive sale;

(3) The term of sale by proxy or exclusive sale as well as the siart-stop date;

(4) The ways and date of payment for sale by proxy or exclusive sale:

(5) The expenses for and settlement methods of sale by proxy or exclusive sale:

(6) The liabilities for breach; and

(7) Any other matter as prescribed by the securities regulatory authority under the State Council.

Article 31 A securities company that engages in the underwriting of securities shall carry out verification on the
authenticity, accuracy and integrity of the financing documents of public issuance. Where any false record, misleading
statement or major omission is found, no sales activity may be carried out. Where any securities have been sold out under
the foregoing circumstances, the relevant sales activity shall be immediately terminated and measures for correction shall
be taken.

Article 32 Where the total face value of securities as issued to non-specified objects exceed RMB S0 million yuan, the said
securities shall be underwritten by an underwriting syndicate. An underwriting syndicate shall be composed of a securities
company acting as the principal underwriter and other participant underwriters.

Article 33 The term for sale by proxy or exclusive sale shall not exceed than 90 days at the most.

A securities company shall, within the term of sale by proxy or exclusive sale, guarantee the priority of the relevant
subscribers in purchasing securities under sale by proxy or exclusive sale. A securities company shall not reserve in
advance any securities under sale by proxy thereby or purchase in advance and sustain any securities under exclusive
sale thereby

Article 34 Where any stock is issued at a premium, the issuing price thereof shall be determined through negotiation
between the relevant issuer and the securities company that engages in the underwriting.

Article 35 As for a public offer of stocks through sale by proxy, when the term of sale by proxy expires and if the number of
stocks fails to reach 70 % of the planned number in the public offer, it shall be deemed as a failure. The relevant issuer
shall refund the issuing price plus interests as calculated at the bank deposit rate for the contemporary period of time to

the subscribers of stocks

Article 36 In a public offer of stocks, when the term for sale by proxy or exclusive sale expires, the issuer shall report the
information on stock issuance to the securities requlatory authority under the State Council for archival filing within the

prescribed term.
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Chapter Il Trading of Securities
Section | General Provisions

Article 37 The securities as purchased and sold by any party who is involved in any securities trading shall be the
securities that have been legally issued and delivered.
Any securities that have been illegally issued shall not be purchased or sold.

Article 38 Any stocks. corporate bonds or any other securities that have been legally issued. where there are any
restrictive provisions of laws on the term of transfer thereof, shall not be purchased or sold within the restricted term.

Article 39 Any stocks, corporate bonds or any other securities that have been publicly issued according to law shall be
listed in a stock exchange as legally established or in any other places for securities trading as approved by the State
Council.

Article 40 The means of public and centralized trading or any other means as approval by the securities regulatory
authority under the State Council shall be adopted for the listed trading of securities in stock exchanges.

Article 41 The securities as purchased or sold by the parties involved in securities trading may be in paper form or in any
other form as approval by the securities regulatory authority under the State Council.

Article 42 The securities trading shall be carried out in the form of spot goods as well as any other form as prescribed by
the State Council.

Article 43 The practitioners in stock exchanges, securities companies and securities registration and clearing institutions,
the functionary of securities requlatory bodies, as well as any other personne! who have been prohibited by any law or
administrative requlation from engaging in any stock trading shall not. within their tenures or the relevant statutory term,
hold or purchase or sell any stock directly or in any assumed name or in the name of any other person, nor may they
accept any stocks from any other person as a present.

Anyone, before becoming any person as prescribed in the preceding paragraph herein, shall transfer the stocks he has
held according to law.

Article 44 The stock exchanges, securities companies, as well as securities registration and clearing institutions shall keep
confidential the accounts as opened for their clients according to law.

Article 45 A securities trading service institution and the relevant personne! that produce such documents as auditing
reports, asset appraisal reports or legal opinions for stock issuance shall not purchase or sell any of the aforesaid stocks
within the underwriting term of stocks or within 6 months as of the expiration of the underwriting term of stocks.

Except for the provisions as prescribed in the preceding paragraph herein, a securities trading service institutions and the
relevant personnel that produce such documents as auditing reports, asset appraisat reports or legal opinions for listed
companies shall not purchase or sell any of the aforesaid stocks within the period from the day when he accepts the
entrustment of the listed company to the day when the aforesaid documents are publicized

Article 46 The fee charge for securilies trading shall be reasonable. The charging items, rates and methods shall be
‘publicized.

The charging items, rates, and administrative measures of securities trading shall be uniformly formulated by the relevant
administrative department of the State Council.

Article 47 Where any director, supervisor and senior manager of a listed company or any shareholder who holds more
than 5% of the shares of a listed company, sells the stocks of the company as held within 6 months after purchase, or
purchases any stock as sold within 6 months thereafter, the proceeds as generated therefrom shall be incorporated into
the profits of the relevant company. The board of directors of the company shall take back the proceeds. However, where
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a securities company holds more than 5% of the shares of a listed company, which are the residual stocks after sale by
proxy as purchased thereby, the sale of the foregoing stocks shall not be limited by the term of 6 months.

Where the board of directors of a company fails to implement the provisions as prescribed in the preceding paragraph
herein, the shareholders concemed have the right to require the board of directors to implement them within 30 days.
“Where the board of directors of a company fails to implement them within the aforesaid term, the shareholders shall have
the right to directly file a lawsuit with the people’s court in their own names for the interests of the company.

Where the board of directors of a company fails to implement the provisions as prescribed in paragraph 1 herein, the
directors in charge shall bear several and joint liabilities according to law.

Section |l Listing of Securities

Article 48 An application for the listing of any securities shall be filed with a stock exchange and shall be subject to the
examination and approval of the stock exchange according to law, and a listing agreement shall be concluded by both
parties.

Stock exchanges shall, according to the decision of the department as authorized by the State Council. arange for the
listing of government bonds.

Article 49 For an application for the listing of any stocks. convertible corporate bonds or any other securities, which are
subject to recommendation as is prescribed by any law or administrative regulation, an institution with the qualification of
recommendation shall be hired as the recommender

The provisions of paragraphs 2 and 3 of Article 11 of the present Law shall apply to the recommender of stock listing.

Article 50 A joint stock limited company that applies for the listing of its stocks shall meet the following requirements:

(1) The stocks shall have been publicly issued upon the approval of the securities regulatory authority under the State
Council;

{2) The total amount of capital stock of the company shall be no less than RMB 30 million yuan;

(3) The shares as publicly issued shall reach more than 25 % of the total amount of corporate shares; where the total
amount of capital stock of a company exceeds RMB 0.4 billion yuan, the shares as publicly issued shall be no less than
10% thereof; and .

(4) The company shall not have any major irregularity over the latest three years and there is no false record in its financial
statements.

A stock exchange may prescribe the requirements of listing that are more strict than those as prescribed in the preceding
paragraph herein, which shall be reported to the securities regulatory authority under the State Council for approval.

Articie 51 The state encourages the listing of corporate stocks that comply with the relevant industrial policies and meet
the relevant requirements of listing.

Article 52 As to an application for the listing of stocks, the following documents shall be submitted to a stock exchange:
(1) The listing report;

(2) The resolution of the general assembly of shareholders regarding the application for the listing of stocks;

(3) The constitution of the company;

(4) The business license of the company;

(5) The financial statements of the company for the latest three years as audited by an accounting firm according to law;
(6) The legal opinions as well as the Recommendation Letter of Listing;

(7) The latest prospectus; and

(8) Any other document as prescribed by the listing rules of the stock exchange.

Article 53 Where an application for the listing of stocks have been approved by the stock exchange, the relevant company
that has concluded a listing agreement thereon shall announce the relevant documents for stock listing within the
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prescribed period and shall make the said documents available for public reference in designated places.

Article 54 A company that has concluded a listing agreement shall not only announce the documents as prescribed in the
preceding Article herein but also announce the following items:

(1) The date when the stocks have been approved to be listed in a stock exchange;

(2) The name list of the top 10 shareholders who hold the largest number of shares in the company as well as the amount
of stocks they hold;

(3) The actual controller of the company; and

(4) The names of the directors, supervisors and senior managers of the company as well as the relevant information on
the stocks and bonds of the company they hold.

Article 55 Where a listed company is under any of the following circumstances, the stock exchange shall decide to
suspend the listing of its stocks: ’

(1) Where the total amount of capital stock or share distribution of the company changes and thus fails to meet the
requirements for listing;

(2) Where the company fails fo publicize its financial status according to the relevant provisions or has any false record in
its financial statements, which may mistead the investors;

(3) Where the company haé any major irregularity;

(4) Where the company has been operating at a loss for the latest 3 consecutive years; or

(5) Under any other circumstance as prescribed in the listing rules of the stock exchange.

Article 56 Where a listed company is under ar{y of the following circumstances, the stock exchange shall decide to
terminate the listing of its stocks:

(1) Where the total amount of capital stock or share distribution of the company changes and thus fails to meet the
requirements of listing, and where the company fails again to meet the requirements of listing within the period as
prescribed by the stock exchange:

(2) Where the company fails to publicize its financial status according to the relevant provisions or has any false record in
its financial statements, and refuses to make any correction:

(3) Where the company has been operating at a loss for the latest 3 consecutive years and fails to gain profits in last year;
(4) Where the company is dissolved or is declared bankrupt; or

(5) Under any other circumstance as prescribed in the listing rules of the stock exchange.

Article 57 A company shall, when applying for the listing of corporate bonds, meet the following requirements:

(1) The term of corporate bonds shall be more than 1 year;

(2) The amount of corporate bonds to be actually issued shall be no less than RMB 50 million yuan; and

(3) The company shall meet the statutory requirements for the issuance of corporate bonds when applying for the listing of
its bonds.

Article 58 A company shall, when applying for the listing of its corporate bonds, report the following documents to the stock
exchange:

(1) The listing report;

(2) The resolution as adopted by the board of directors regarding the application for listing;

(3) The constitution of the company;

(4) The business license of the company;

(5) The measures for financing through the issuance of corporate bonds;

(6) The amount of corporate bonds to be actually issued; and

(7) Any other document as prescribed in the listing rules of the stock exchange.

As to an application for the listing of convertible corporate bonds, the Recommendation Letter of Listing as praduced by
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the relevant recommender shall be submitted.

Article 59 Where an application for the listing of corporate bonds has been approved by the stock exchange, the company
that has concluded a listing agreement thereon shall, within the prescribed period, announce its report on the listing of its
corporate bonds as well as the relevant documents, and make its application documents available for public reference in

designated places.

Article 60 After any corporate bonds are listed, where the relevant company is under any of the following circumstances,
the stock exchange may decide to suspend the listing of its corporate bonds:

(1) Where the company has any major irreqularity;

(2) Where the company has any major change and thus fails to meet the requirements for the listing of corporate bonds;
(3) Where the funds as raised through the issuance of corporate bonds fail to be used according to the verified purposes
of use;

(4) Where the company fails to perform its obligations according to the measures for financing through the issuance of
corporate bonds; or

(5) Where the company has been operating at a loss for the latest 2 consecutive years.

Article 61 Where a company is under any of the circumstances as described in item (1) or (4) of the preceding Article and
the consequences as incurred therefrom have been verified to be serious, or where a company is under any of the
circumstances as described in item (2), (3). or (5) of the preceding Article and fails to eliminate the relevant consequences
within a specified time limit, the stock exchange shall decide to terminate the listing of corporate bonds of the company.
Where a company is dissolved or declared bankrupt, the stock exchange shall terminate the listing of the corporate bonds
thereof

Article 62 Any company, which is dissatisfied with the decision of the stock exchange on disapproving, suspending or
terminating its listing, may apply to the review organ as established by the stock exchange for review.

Section Il On-going Disclosure of Information

Article 63 The information as disclosed by issuers and listed companies according to law shall be authentic, accurate and

complete and shall not have any false record. misleading statement or major omission.

Article 64 For the stocks that have been publicly issued upon the verification of the securities regulatory authority under
the State Council or for the corporate bonds that have been publicly issued upon the verification of the department as
authorized by the State Council according to law, the prospectus or the measures for financing through the issuance of
corporate bonds shall be announced. In an IPO of stocks or corporate bonds, the relevant financial statements shall be
announced as well.

Article 65 A company whose shares or bonds have been listed for trading shall, within two months as of the end of the first
half of each accounting year, submit to the securities regulatory authority under the State Council and the stock exchange
a midterm report indicating the following contents and make a public announcement for it:

(1) The financial statements and business situation of the company;

(2) The major litigation the company is involved in;

(3) The particulars of any change concerning the shares or corporate bonds thereof it has already issued:

(4) The important matters as submitted to the general assembly of shareholders for deliberation; and

(5) Any other matter as prescribed by the securities regulatory authority under the State Council.

Articte 66 A listed company whose shares or bonds have been listed for trading shall, within four months as of the end of
each accounting year, submit to the securities requlatory authority under the State Council and the stock exchange an
annual report indicating the following contents. and make a public announcement for it:
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(1) A brief account of the company's general situation;

(2) The financial statement and business situation of the company,

(3) A brief introduction to the directors, supervisors, and senior managers of the company well as the information
regarding their shareholdings;

(4) The information on the shares and corporate bonds it has already issued. including a name tist of the top 10
shareholders wha hold the largest number of shares in the company as well as the amount of shares each of them holds;
and

(5) The actual controller of the company; and

(6) Any other matter as prescribed by the securities regulatory authority under the State Coundil.

Article 67 In the case of a major event that may considerably affect the trading price of a listed company's shares and that
is not yet known to the investors, the listed company shall immediately submit a temporary report regarding the said major
event 1o the securities regulatory authority under the State Council and the stock exchange, and make an announcement
to the general public as well, in which the cause, present situation, and possible legal consequence of the event shall be
indicated:

The term "major event” as mentioned in the preceding paragraph herein refers to any of the following circumstances.

(1) A major change in the business guidelines of business scope of the company;

(2) A decision of the company on any major investment or major asset purchase,

(3) An important contract as concluded by the company, which may have an important effect on the assets, liabilities,

rights, interests or business achievements of the company;
(4) The incurrence of any major debt in the company or default on any major debt that is due: |
(5) The incurrence of any major deficit or a major foss in the company;
(6) A major change in the external conditions for the business operation of the company; |
(7) A change conceming directors. no less than one-third of supervisors or managers of the company; )
(8) A considerable change in the holdings of shareholders or actual controllers each of whom holds or controls no less |
than 5% of the company's shares: :
(9) A decision of the company on capital decrease, merger, division, dissolution, or application for bankruptcy;

(10) Any major litigation in which the company is involved, or where the resolution of the general assembly of shareholders
or the board of directors have been cancelled or announced invalid;

(11) Where the company is involved in any crime, which has been filed as a case as well as investigated into by the |
judicial organ or where any director, supervisor or senior manager of the company is subject to compulsory measures as

rendered by the judicial organ; or \
(12) Any other matter as prescribed by the securities regutatory authority under the State Coundil.

Article 68 The directors and senor managers of a listed company shall produce written opinions to confirm the periodic
reports of the company.

The board of supervisors of a listed company shall carry out an examination on the periodic report of its company as
formulated by the board of directors and produce the relevant examination opinions in written form.

The directors, supervisors and senior managers of a listed company shall guarantee the authenticity, accuracy and

integrity of the information as disclosed by the listed company.

Article 63 Where any of the prospectus, measures for financing through the issuance of corporate bonﬁs. financial
statements, listing reports, annual reports, midterm reports, temporary reports or any disclosed information that has been
announced by an issuer or listed company has any false record, misleading statement or major omission, and thus incurs
losses to investors in the process of securities trading, the issuer or the listed company shall bear the liabilities of
compensation. Any director, supervisor, senior manager or any other person of the issuer or the listed company as held to
be directly responsible shall lake several and joint liabilities of compensation, unless he is able to prove that he has no
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fault therein. Where any shareholder or actua! controller of an issuer or a listed company has any fault. he or it shall bear
several and joint liabilities of compensation together with the relevant issuer or listed company.

Article 70 The information which must be disclosed as prescribed by law shall be publicized through the media as
designated by the securities regutatory authority under the State Council and shall, at the same time, be made available
for public reference at the company's domicile and the stock exchange.

Article 71 The securities requlatory authority under the State Council shall carry out supervision over the annual reports,
midterm reports, temporary reports of listed companies as well as their announcements, over the distribution or rationing
of new shares of such listed companies, and over the controlling shareholders and information disclosure obligors of the
listed companies. .
The securities requlatory body. stock exchange, recommender or securities company involved in underwriting as well as
the relevant personne! thereof shall not, before an announcement is made by the company according to the provisions of
the relevant laws and administrative regulations, divulge any content concerned before making the announcement.

Article 72 Where a stock exchange decides to suspend or terminate the listing of any securities, it shall announce the
decision in a timely manner and report it to the securities regulatory authority under the State Council for archival filing.

Section IV Prohibited Trading Acts

Article 73 Any insider who has access to any insider information of securities trading or who has unlawfully obtained any
insider information is prohibited from taking advantage of the insider information he holds to engage in any securities
trading.

Articte 74 The insiders who have access to insider information of securities trading include:

(1) Directors. supervisors, and senior managers of an issuer;

(2) Sharehotders who hold more than 5% of the shares of a company as well as the directors, supervisors, and senior
managers thereof, or the actual controller of a company as well as the directors, supervisors, and senior managers
thereof;

(3) The holding company of an issuer as well as the directors, supervisors, and senior managers thereof:

(4) The personnel who may take advantage of their posts in their company to obtain any insider information of the
company conceming the issuance and trading of its securities;

(5) The functionaries of the securities requlatory body, and other personnel who administer the issuance and trading of
securities pursuant to their statutory functions and duties;

(6) The relevant personnel of the recommendation institutions, securities companies engaging in underwriting, stock
exchanges, securities registration and clearing institutions, and securities trading service organizations; and

(7) Any other person as prescribed by the securities regulatory authority under the State Council.

Article 75 The term “insider information" refers to the information that concerns the business or finance of a company or
may have a major effect on the market price of the securities thereof and that hasn't been publicized in securities trading.
All of the following information falls into the scope of insider information:

{1) The major events as prescribed in paragraph 2 of Article 67 of the present Law.,

(2) The plan of a company concerning any distribution of dividends or increase of capital;

(3) Any major change in the company’s equity structure;

(4) Any major change in the quaranty of the company's debt;

(5) Where the mortgaged, sold or discarded value of any major asset as involved in the business operation of the
company exceeds 30 % of the said asset at a single time;

(6) Where any act as conducted by any director, supervisor or senior ménager of the company may be rendered to be
responsible for any major damage and compensation;
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(7) The relevant plan of a listed company regarding acquisition; and
(8) Any other important information that has been recognized by the securities requlatory authority under the State Council
as having a marked effect on the trading prices of securities.

Article 76 Any insider who has access to insider information or has unlawfully obtained any insider information on
securities trading may not purchase or sell the securities of the relevant company, or divulge such information, or advise
any other person to purchase or sell such securities.

Where there is any other provision of the present Law on goveming the purchase of shares of a listed company by a
natural person, legal person or any other organization who individually holds or holds with any other person no less than
5% of the company's shares by means of an agreement or any other arrangement, such provision shall prevail.

Where any insider trading incurs any loss to investors. the actor shall make compensations according to law.

Article 77 Anyone is prohibited from manipulating the securities market by any of the following means:

(1) Whether anyone, independently or in collusion with athers, manipuliates the trading price of securities or trading
quantity of securities by centralizing their advantages in funds. their shareholding advantages or taking their information
advantage to trade jointly or continuously:

(2) Where anyone collaborates with any other person to trade securities pursuant to the time, price and method as agreed
upon in advance, thereby affecting the price or quantity of the securities traded.

(3) Where anyone trades securities between the accounts under his own control, thereby affecting the price or quantity of
the securities traded: or

(4) Where anyone manipulates the securities market by any other means

Where anyone incurs any loss to investors by manipulating the securities market, the actor shall be subject to the liabilities
of compensation according to law.

Article 78 It is prohibited for state functionaries, practitioners of the news media as well as other relevant personnel
concerned to disturb the securities market by fabricating or disseminating any false information.

It is prohibited for stock exchanges. securities companies, securities registration and clearing institutions, securities trading
service institutions and the practitioners thereof, as well as the securities industry associations, the-securities regulatory
bodies and their functionaries to make any false statement or give any misleading iriformation in the activities of securities
trading

The securities market information as disseminated by any media shall be authentic and objective. Any dissemination of
misleading information is prohibited.

Anticle 79 It is prohibited for a securities company as well as the practitioners thereof to commit any of the following
fraudulent acts in the process of securities trading, which may injure the interests of their clients:

(1) Violating the entrustment of its client by purchasing or selling any securities on its behalf;

(2) Failing to provide any client with written confirmation of any transaction within the prescribed period of time;

{3 Misapproprialing the securities as entrusted by any client for purchase or sale, or misappropriating the funds in any
client's account;

(4)Unlawfully purchasing or selling securities for its client without authorization, or untawfully purchasing or selling any
securities in the name of any client;

(5) Inveigling any client into making any unnecessary purchase or sale of securities in order to obtain commissions;

(6) Making use of mass media or by any other means to provide or disseminate any false or misleading information to
investors; or

(7) Having any other act that goes against the true intention as expressed by a client and damages the interests thereof.
Where anyone practices any trickery and thus incurs any loss to the relevant clients, the actor shall make compensations

according to law.




Public
File 261

Article 80 It's prohibited for any legal person to unlawfully make use of any other person’s account to undertake any
secunties trading. It's prohibited for any legal person to lend its own or any other person's securities account.

Article 81 The channel for capital to enter into the stock market shall be broadened according to law. It's prohibited for any
unqualified capital to go into the stock market. )

Article 82 It's prohibited for any person to misappropriate any public fund to trade securities

Article 83 The state-owned enterprises and state-controlled enterprises that engage in any trading of listed stocks shal!
observe the relevant provisions of the state.

Article 84 When stock exchanges, securities companies, securities registration and clearing institutions, securities trading
service organizations as well as their functionaries discover any prohibited activities in securities trading, they shall report
such activities to the securities regulation body in a timely manner.

Chapter IV Acquisition of Listed Companies

Article 85 An investor may purchase a listed company by means of tender offer or agreement as well as by any other legal

means.

Article 86 When an investor, through securities trading at a stock exchange, comes to hold individually or with any other
person 5 % of the shares as issued by a listed company by means of agreement or any other arrangement. the investor
shall, within three days as of the date when such shareholding becomes a fact, submit a written report to the securities
requlatory authority under the State Council and the stock exchange, notify the relevant listed company and announce the
fact to the general public. Within the aforesaid prescribed period, the investor may not purchase or sell any more shares of
the listed company.

Once an investor holds individually or with any other person 5 % of the shares as issued by a listed company by means of
agreement or any other arrangement. he shall, pursuant to the provisions of the preceding paragraph herein, make a
report and announcement for each 5% increase or decrease in the proportion of lr;e issued shares of the said company he
holds through securtties trading at the stock exchange. Within the reporting period as well as two days after the relevant
the report and announcement are made, the investor may not purchase or sell any more shares of the listed company.

Article 87 The written report and announcement as made according to the provisions of the preceding article shall include
the following contents:

{1) The name and domicile of the shareholder;

{2) The description and amount of the shares as held; and

(3) The date on which the shareholding or any increase or decrease in the shareholding reaches the statutory percentage.

Article 88 Where an investor holds individually or with any other person 30% of the stocks as issued by a listed company
by means of agreement or any other arrangement through securities trading at the stock exchange and continues the
purchase, he shall issue a tender offer to all the shareholders of the said listed company to purchase all of or part of the
shares of the listed company.

It shall be stipulated in a tender offer as issued to a listed company that, where the amount of shares the shareholders of
the target company promise to sell exceeds the scheduled amount of stocks for purchase, the purchaser shall carry out

the acquisition in proportion.

Article 89 Before any tender offer is issued pursuant to the provisions in the preceding article, the relevant purchaser shall
submit a report on the acquisition of a listed company to the securities regulatory authority under the State Counci!
beforehand, which shall indicate the following items:

(1) The name and domicile of the purchaser;

(2) The decision of the purchaser on acquisition;
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(3) The name of the target listed company;

(4) The purpose of acquisition;

(5) The detailed description of the shares to be purchased and the amount of shares scheduled to be purchased in
schedule;

(6) The term and price of the acquisition;

(7) The amount and warranty of the funds as required by the acquisition; and

(8) The proportion of the amount of shares of the target company as held by the purchaser in the total amount of shares
issued by the target company, when the report on the acquisition of the listed company is reported.

A purchaser shall concurrently submit to the stock exchange a report on the acquisition of the relevant company.

Article 90 A purchaser shall, 15 days after the report on the acquisition of a listed company is submitted pursuant to the
preceding article, announce its tender offer. Within the aforesaid term, where the securities regulatory authority under the
State Council finds that the acquisition report of the listed company fails to meet the provisions of the relevant laws and
administrative regulations, it shall notify the relevant purchaser in a timely manner, and the relevant purchaser shall not
announce its tender offer.

The term for acquisition as stipulated in a tender offer shall be no less than 30 days but no more than 60 days.

Article 91 Within the term for acceptance as prescribed in the tender offer, no purchaser may revoke its tender offer.
Where a purchaser requests for altering its tender offer, it shall submit a report to the securities regulatory authonty under
the State Council and the stock exchange in advance and announce the alteration upon their approval.

Article 92 All the terms and conditions of acquisition as stipulated in a tender offer shall apply to all the shareholders of a
target company.

Articte 93 In the case of an acquisition by tender offer, a purchaser shall not, within the term for acquisition, sell any share
of the target company, nor shall it buy any share of the target company by any other means that hasn’t been stipulated bin
its tender offer or that go beyond the terms and conditions as stipulated in its tender offer.

Article 94 In the case of an agreement-based acquisition, a purchaser may carry out share transfer with the shareholders
of the target company by means of agreement according to the provisions of the relevant laws and administrative
regulations.

In the case of an acquisition of a listed company by agreement, a purchaser shall, within three days after the acquisition
agreement is reached, submit a written report on the acquisition agreement to the securities regulatory authority under the
State Council and the stock exchange, and shall announce it to the general public.

No acquisition agreement may be performed before the relevant announcement is made.

Article 95 In the case of an agreement-based acquisition, both parties to the agreement may temporarily entrust a
securities registration and clearing institution to keep the stocks as transferred and deposit the relevant fundsina
designated bank.

Article 96 In the case of an agreement-based acquisition, where a purchaser has purchased. held individually or with any
other person 30% of the shares as issued by a listed company through agreement or any other arrangement and if the
acquisition continues, the purchaser shall issue an offer to all of the shareholders of the target listed company for
purchasing all of or part of the company's shares, unless it is exempted from making a tender offer by the securities
regulatory authority under the State Council.

A purchaser that purchases the shares of a listed company by means of tender offer according to tﬁe provisions of the
preceding paragraph herein shall observe the provisions of Articles 89 through 93 of the present Law.

Article 97 Upon the expiration of a term for acquisition, where the share distribution of an target company fails to meet the
requirements of listing, the listing of stocks of the said listed company shall be terminated by the stock exchange
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according to law. The shareholders that still hold the shares of the target company have the right to sell their shares in

) light of the equal terms as stipulated in the relevant tender offer. and the purchaser shall make the purchase.

When an acquisition is concluded, if a target company fails to meet the requirements for remaining a joint stock limited

company any more, its form of enterprise shall be altered according to law. .

Article 98 In the acquisition of a listed company, the stacks of the target company held by a purchaser shall not be
transferred within 12 months after the acquisition is concluded.

Article 99 When an acquisition is conduded, if the purchaser merges with the target company by dissolving the target
company, the original shares of the dissolved company shall be exchanged by the purchaser according to law.

Aricle 100 Where an acquisition is concluded, a purchaser shall, within 15 days, report the acquisition to the securities
regulatory authority under the State Council and the stock exchange, and shall make an announcement for it.

Article 101 The purchase of the shares of a listed company as held by an organization that has been authorized by the
state for investment shall be subject to the approval of the relevant administrative departments according to the provisions
of the State Council.

The securities regulatory authority under the State Council shall formulate specific measures for the acquisition of listed

companies according to the principles of the present Law.
Chapter V Stock Exchanges

Article 102 The term "stock exchange” refers to a legal person that provides the relevant place and facilities for
concentrated securities trading, organizes and supervises the securities trading and applies a self-requlated
administration.

The establishment and dissolution of a stock exchange shall be subject to the decision of the State Coundail.

Article 103 A constitution shall be formulated for the establishment of a stock exchange.
The formulation and revision of the constitution of a stock exchange shall be subject to the approval of the securities
regulatory authority under the State Council.

Article 104 The words "stock exchange” shall be indicated in the name of a stock exchange. No other entity or individua!
may use the words "stock exchange” or its like in its or his name.

Article 105 The income at the discretion of a stock exchange which is generated from various commissions shall first be
used to guarantee the normal aperation of the place and facilities of the stock exchange as well as the gradual
improvement thereof.

The gains as accumulated by a stock exchange that adopts a membership system shall belong to its members. The rights
and interests of the stock exchange shall be jointly shared by its members. No accumulated gains of a stock exchange
may be distributed to any member within its existence.

Article 106 A stock exchange shall have a council.

Article 107 A stock exchange shall have a general manager, who shall be subject to the appointment and dismissal of the
securities regulatory authority under the State Council

Article 108 Anyone, who is under the circumstance as prescribed in Adicle 147 of the Corporation Law of the People’'s
Republic of China or any of the following circumstances. shall not assume the post of person-in-charge of a stock
exchange:

(1) Where the person-in-charge of a stock exchange or securities registration and clearing institution or any director,
supervisor or senior manager of a securities company who has been removed from his post for his irregularity or
disciplinary b}each and 5 years have not elapsed as of the day when he was removed from his post; or
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(2) Where a professional of a law firm, accounting firm, or investment consulting organization, financial advising
orqanization, credit rating institution, asset appraisal institution or asset verification institution who has been disqualified for
his irregularity or disciplinary breach and § years have not elapsed as of the day when he was removed from his post.

Article 109 A practitioner of a stock exchange, securities registration and clearing institution, securities trading service
organization or securities company or any functionary of the state organ, who has been dismissed for his irregularity or
disciplinary breach, shall not be employed as a practitioner of any stock exchange.

Article 110 Anyone who enters into a stock exchange to engage in the centralized trading of securities must be a member
of the stock exchange.

Article 111 An investor shall conclude an entrustment agreement with a securities company on securities trading, open a
securities trading account in a securities company and entrust the securities company, in written form, by telephone or any
other means, to purchase or sell securities on its behalf.

Article 112 A securitie;s company shall, based on the entrustment of its investors, declare for securities dealings and
engage in the centralized trading at a stock exchange according to the rules of securities trading and shall, on the basis of
trading results, bear the relevant liabilities of settlement and délivery. A securities registration and clearing institution shall,
on the basis of trading results and according to the rules of settiement and delivery, conduct settlement and delivery of
sacurities and capital with the relevant securities company, and handle the formalities of transfer registration of securities
for the clients of the relevant securities company.

Article 113 A stock exchange shall quarantee a fair centralized trading, announce up-to-the-minute quotations of securities
trading, formulate the quotation tables of the securities market on the basis of trading days, and make announcements for
it

Without permission of the stock exchange, no entity or individual may announce any up-to-the-minute quotations of
securities trading.

Article 114 Where any normal trading of securities is disturbed by an emergency. a stock exchange may take the
measures of a technical suspension of trading. In the case of an emergency of force majeure or for the purpose of
preserving the narmat order of securities trading, a stock exchange may decide a temporary speed bump.

Where a stock exchange adopts the measure of technical suspension of trading or decides on a temporary speed bump, it
shall report it to the securities regulatory authority under the State Council in a timely manner.

Article 115 A stock exchange shall exercise a real-time monitoring of securities trading and shall, according to the
requirements of the securities regulatory authority under the State Council, report any abnormal trading thereto.

A stock exchange shall carry out supervision over the information as disclosed by the listed companies or the relevant
obligor of information disclosure, supervise and urge them to disclose information in a imely and accurate manner
according to law.

A stock exchange may, when it so requires, restrict the trading through a securities account where there is any major
abnormal trading and shall report it to the securities regulatory authority under the State Council for archival filing.

Article 116 A stock exchange shall withdraw a certain proportion of funds from the transaction fees. membership fees and
seat fees it has charged to establish a risk fund. The risk fund shall be subject to the administration of the council of the
stock exchange.

The specific withdrawal proportion and use of the risk fund shall be provided for by the securities regulatory authority
under the State Council in collaboration with the fiscal department of the State Council.

Article 117 A stock exchange shall deposit its risk fund into a special account of its opening bank and shall not unlawfully
use it.
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Article 118 A stack exchange shall, pursuant to the laws and administrative regulations on securities, formulate rules on
listing, trading and membership administration as well as any other relevant rules, and shall report them to the securities
regulatory authority under the State Councit for approval

Article 119 Where any person-in-charge and any other practitioner of a stock exchange has any interest relationship or
any of his relatives has any interest relationship with the performance of his duties relating to securities trading, he shall
withdraw

Anticle 120 Any trading result of a transaction, which has been conducted in accordance with the trading rules as
formulated according to law, shall not be altered. A trader who has conducted any rute-breaking trading shall not be
exempted from civil liabilities. The proceeds as generated from the rule-breaking trading shall be dealt with pursuant-to the
relevant regulations.

Article 121 Where any staff member of a stock exchange who engages in securities trading violates any trading rule of the
stock exchange, the stock exchange shall impose upon him a disciplinary sanction. Under any serious circumstances, the
qualification thereof shall be revoked and the violator shall be prohibited from entering into the stock exchange to engage

in any securities trading.

Chapter VI Securities Companies

Article 122 The establishment of a securities company shall be subject to the examination and approval of the securities
requlatory authority under the State Council. No entity or individual may engage in any securities operations without the
approval of the securities regulatory authority under the State Council.

Article 123 The term "securities company” as mentioned in the present Law refers to a limited- liability company or joint
stock limited company that is established and engages in the business operation of securities according to the Corporation
Law of the People’s Republic of China as well as the provisions of the present Law.

Article 124 The establishment of a securities company shall meet the following requirements:

(1) Having a corporation constitution that meets the relevant laws and administrative requlations;

(2) The major shareholders having the ability to make proﬁts continuously, enjoying good credit standing. and having no
iregular or rule-breaking record over the latest 3 years, and its net asset being no less than 0.2 billion yuan.

(3) Having a registered capital that meets the provisions of the present Law:

(4) The directors, supervisors and senior managers thereof having the qualification for assuming such posts and its
practitioners having the qualification to engage in the securities business:

(5) Having a complete risk management system as well as an internal control system;

(6) Having a qualified business place and facilities for operations; and

(7) Meeting any other requirement as prescribed by laws and administrative regulations as well as the provisions of the
securities regulatory authority under the State Council, which have been approved by the State Council.

Article 125 A securiies company may undertake some or all of the following business operations upon the approval of the
securities regulatory authority under the State Council:

(1) Securities brokerage:

(2) Securities Investment consuitation;

(3) Financial advising relating to the activities of securities trading or securities investment;

(4) Underwriling and recommendation of securities;

(5) Selt-operations of securities,

(6) Securities asset management; and

(7) Any other business operations concerning securities
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Anticle 126 A securities company shall indicate the words “limited-liability securities company” or “jint stock limited
securities company” in its name.

Article 127 Where a securities company engages in the business operation as prescribed in item (1), (2) or (3) of Articte
125 of the present Law, its registered capital shall be RMB 50 million yuan at the least. Where a securities company
engages in any of the business operations as prescribed in item (4), (5), (6) or (7) therein, its bottom-line registered capital
shall be RMB 100 million yuan; Where a securities company engages in two or more business operations as prescribed in
item (4), (5). (B) or (7) therein, its bottom-line registered capital shall be 500 million yuan. The registered capital of a
securities company shall be paid-in capital.

The securities requlatory authority under the State Council may, according to the principle of prudent supervision and in
light of the risk rating of all business operations, adjust the requirement of minimum amount of registered capital, which
shall be no less than the minimum amount as prescribed in the preceding paragraph herein.

Anticle 128 The securities regulatory authority under the State Council shall, within 6 months as of accepting an application
for establishing a securities company, carry out an examination according to the statutory requirements and procedures
and on the basis of the principle of prudent supervision, make a decision on approval or disapproval, and thereafter notify
the relevant applicant. In the case of disapproval, an explanation shall be given.

Where an application for establishing a securities company has been approved, an applicant shall, within the prescribed
period. apply for registration of establishment with the organ in charge of corporation registration and coliect its business
license therefrom

A securities company shall, within 15 days as of collecting its business license, apply for a Securities Business Permit with
thé securities regulatory authority under the State Council. Without a Securities Business Permit, a securities company

shall not engage in any business operation of securities.

Article 129 Where a securities company establishes, purchases or cancels a branch, alters its business scope or
registered capital, alters its shareholders who hold more than 5% of its stock rights or the actual controller, alters any
important article of its constitution, has any merger or spilt-up, alters its form of corporation, suspends its business
operations, goes through dissolution or bankruptcy procedures, it shall be subject to the approval of the securities
requlatory authority under the State Council.

Where a securities company establishes or purchases a securilies operation institution abroad or purchases the shares of
any securities operational institution abroad, it shall be subject to the approva! of the securities requlatory authority under
the State Council.

Article 130 The securities regulatory authority under the State Council shall formulate pravisions on the risk control
indicators of a securities company such as net capital, the ratio between net capital and liabilities, the ratio between net
capital and net assets, the ratio between net capital and operational scale of self-operation, underwriting and asset
management, the ratio between liabilities and net asset, as well as the ratio between current assets and current liabilities.
A securities company shall not provide any financing or guaranty for its shareholders or any related person thereof.

Article 131 The directors. supervisors and senior managers of a securities company shall be honest and upright, have
qood morals, be familiar with the laws and administrative requlations on securities, and have the ability of operation and
management as required by the performance of their functions and duties, and shall have obtained the post-holding
qualification as verified by the securities requlatory authority under the State Council before assuming their posts.
Anycne who is under any circumstance as prescribed in Aticle 147 of the Corporation Law of the Pegple’s Reoublic of
China or is under any of the following circumstances shall not hold the post of director, supervisor or senior manager of a
securities company:

(1) Where a person-in-charge of a stock exchange or securities registration and clearing institution or a director,
supervisor or senior manager of a securities company has been removed from his post for his irregularity or disciplinary
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breach and § years have not elapsed as of the day when he is removed from his post; and

{2) Where a professional of a law firm, accounting firm or investment consulting organization, financial advising
organizalion, credit rating institution, asset appraisal institution or asset verification institution has been disqualified for his
irregularity or disciplinary breach and 5 years have not elapsed as of the day when he is remaved from his post.

-Article 132 A practitioner of a stock exchange. securities registration and clearing institution, securities trading service
institution or securities company or any functionary of the state organ, who has been dismissed for his irequiarity or
disciplinary breach, shall not be employed as a practitioner of a stock exchange.

Article 133 A functionary of any state organ and any other personnel as prohibited by any law or administrative requlation
from taking any pant-time job in a company shall not take any job in a secunties company on a pant-time basis.

Article 134 The state shall establish a securities investor protection fund. The securities investor protection fund shall be
composed of the capital paid by securities companies and any other capital lawfully raised. The specific measures for
financing, administration and use of the foregoing fund shall be formulated by the State Council.

Article 135 A securities company shall withdraw a trading risk reserve from its annual after-tax profits to cover any possible
loss from securities trading. The specific proportion for withdrawal shall be prescribed by the securilies regulatory authority
under the State Council.

Article 136 A securities company shall establish and improve an intermal control system, adopt effective measures of
separation so as to prevent any interest conflict between the company and its clients or between different clients thereof.
A securities company shall undertake its operations of securities brokerage, underwriting, self-operation and asset
management in a separate manner and may not mix them up.

Article 137 A securities company shall undertake its self-operations in its own name and shall not do so in the name of any
other person or in any individual's name

A securities company shall undertake its self-operations by using its own capital and funds it has lawfully raised.

A securities company shall not lend its self-operation account to any other person.

Anticle 138 A securities company may enjoy its right of independent management according to law and its teqal operations
shall not be interfered.

Article 139 The trading settiement funds of the clients of a securities company shall be deposited in a commercial bank
and be managed through the separate accounts as opened in the name of each client. The specific measures and
implementation procedures shall be formulated by the State Council.

A securities company shall not incorporate any trading settlement funds or securities of its clients into its own assets. Any
entity or individual is prohibited from misusing any trading settlement funds or securities of its/is clients in any form.
Where a securities company goes through bankruptcy procedures or 1s under liquidation, the trading settlement funds or
securities of its client shall not be defined as its insolvent assets or liquidation assets. Under any other circumstance as
irrelevant to the liabilities of its clients or under any other circumstance as prescribed by law. the trading settlement funds
or securilies of its clients shall not be sealed-up. frozen, deducted or enforced compulsorily.

Article 140 Where a securities company engages in any brokerage business, it shall arrange for a uniformly formulated
power of attorney of securities trading for the entrusting party. Where any other means of entrustment is adopted. the
relevant entrustment records shall be made. '

For an entrustment of securities trading as made by a client, disreqard whether the trading is concluded or not, the
entrustment records shall be kept in the refevant securities company within the prescribed period.

Article 141 Upon accepting an entrustment for securities trading, a securities company shall, on the basis of the
description of the securities, trading volume, method of quoting, price band, etc. as indicated in the power of attorney,
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undertake securities trading as an agent according to the trading rules and make trading faithful records. After a
transaction is concluded, a securities company shall, according to the relevant requlations, formulate a transaction report
and deliver it to the relevant clients.

The statements in check sheet made for confirming trading acts against the results of securities trading shall be authentic.
Such statements shall be subject to the examination of an examiner other than the relevant transaction handler himself, on
a transaction-by-transaction basis. so as to quarantee the consistency between the balance of securities in book account
and the securities as actually held.

Article 142 Where a securities company provides any service of securities financing through securities trading for its client,
it shall meet the provisions of the State Council and shall be subject to the approval of the securities requlatory authority
under the State Council.

Article 143 A securities company that engages in brokerage operations shall not decide any purchase or sale of securities,
class selection of securities, trading volume or trading price on the basis of full entrustment of its client.

Article 144 A securities company shall not make any promise to its clients on the proceeds as generated from securities
trading or on compensating the loss as incurred from securities trading by any means.

Anticle 145 A securities company and the praciitioners thereof shall not privately accept any entrustment of its client for
securities trading beyond its business place as established according to law.

Article 146 Where any practitioner of a securities company violates the trading rules by implementing the instructions of
his securities company or taking advantage of his post in any securities trading, the relevant securities company shall bear
all the liabilities as incurred therefrom.

Article 147 A securities company shall keep the materials of its clients regarding account opening, entrustment records,
trading records and internal management as well as its business operations in a proper manner. No one may conceal,
forge, alter or damage any of the aforesaid materials. The term for keeping the aforesaid materials shall be no less than
20 years.

Afticle 148 A securities company shall, according to the relevant provisions, report the information and materials regarding
its operations and management such as its business operations and financial status to the securities requlatory authority
under the State Council. The securities regulatory authority under the State Council is empowered to require the securities
company as well as the shareholders and actual controllers thereof to provide the relevant information and matenals within
a prescribed period.

The information and materials as reported or provided by the securities company and the shareholders and actual
controllers thereof to the securities regulatory authority under the State Council shall be authentic, accurate and complete.

Article 149 The securities regulatory authority under the State Council may, when believing it is necessary, entrust an
accounting firm or an asset appraisal institution to carry out an auditing or appraisal on the financial status, intemal control
as well as asset value of any securilies company. The spedific measures thereof shall be formulated by the securities
regulatory authority under the State Council in collaboration with the relevant administrative departments.

Article 150 Where the net capital or any other indicator of risk control of a securities company fails to satisfy the relevant
provisions, the securities requlatory authority under the State Council shall order it to correct in a prescribed period. Where
a securities company fails to correct within the prescribed period or any act thereof has injured the sound operation of the
securities company or has damaged the legitimate rights and interests of its clients, the securities regulatory authority
under the State Council may take the following measures in light of different circumstances:

(1) Restricting its business operations, ordering it to suspend some business operations and stopping the approval of any
new operations thereof:
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(2) Stopping the approval for establishing or taking over any business branch;

(3) Restricting its distribution of dividends, restricting the payment of remunerations to or provision of welfare for its
directors, Supervisors or senior managers;

(4) Restricting any transfer of property or the setting of any other right to its property;

(5) Ordering it to alter its directors, supervisors and senior managers or restricting the right thereof;

(6) Ordering the controlling shareholders to transfer their stock rights or restricting its shareholders from exercising the
shareholders’ rights; and

(7) Revoking the relevant business license.

A securities company shall, upon reclification, submit a report to the securities regulatory authority under the State
Council. The securities requiatory authority under the State Council shall lift the relevant measures as prescribed in the
preceding paragraph herein within 3 days as of concluding the relevant examination and acceptance of the securities
company that has met the requirements of risk control indicators upon examination and acceptance.

Article 151 Where a shareholder of a securities company makes any fake capital contribution or spirits away registered
capital, the securities regulatory authority under the State Council shall order him to correct within a prescribed period and
may order him to transfer the stock rights of the securities company it holds.

Before a shareholder as prescribed in the preceding paragraph herein corrects his irregularity and transters the stock right
of the securities company it holds according to the relevant requirements, the securities regutatory authority under the
State Council may restrict the shareholders’ rights thereof.

Article 152 Where any director, supervisor or senior manager of a securities company fails to fulfiil his fiduciary duties and
thus incurs any major irreqularity or rule-breaking act or major risk to his securities company, the securities requlatory
authority under the State Council may revoke the post-holding qualification thereof and order his company to remove him
from his post and replace him with a new one.

Article 153 Where any illegal operation of a securities company or any maijor risk thereof seriously disturbs the order of the
securities market or injures the interests of the relevant investors, the securities requlatory authority under the State
Council may take such supervisory measures as suspending its business for rectification, designating any other institution

for trusteeship, take-over or canceilation.

Article 154 During a period when a securities company is ordered to suspend its business for rectification, or is designated
for trusteeship, or is being taken over or liquidated, or where any major nisk occurs, the following measures may be
adopted to the directors, supervisors, senior managers or any other person of the securities company as held to be
directly responsible, upon the approval of the secunties regulatory authority under the State Council:

(1) Notifying the exit administrative organ to prevent him from exiting the Chinese territory; and

(2) Requesting the judicial organ to prohibit him from moving, transferring his properties or disposing of his properties by
any other means, or setting any other right to his properties.

Chapter VIl Securities Registration and Clearing Institutions

Article 155 A securities registration and clearing institution is a non-profit legal person that provides centralized
registration, custody and settlement services for securities trading.
The establishment of a securities registration and clearing institution shall be subject to the approval of the securities

regulatory authority under the State Council.

Article 156 The establishment of a securities registration and clearing institution shall meet the following requirements:
{1) Its self-owned capital shall be no less than 0.2 billion yuan;

(2) 1t shall have a place and the facilities as required by the services of securities registration, custody and settlement;
(3) Its major managers and practitioners shall have the securilies practice qualification; and

Public




PUBLIC

FILE

(4) It shall meet any other requirement as prescribed by the securities requlatory authority under the State Council.
The words "securities registration and clearing” shall be indicated in the name of a securities registration and clearing
institution.

Article 157 A securities registration and clearing institution shall perform the following functions:

(1) The establishment of securities accounts and settlement accounts;

(2) The custody and transfer of securities;

(3) The registration of roster of securities holders:

(4) The settlement and delivery for listed securities trading of a stock exchange;

(5) The distribution of securities rights and interests on the basis of the entrustment of issuers;

(6) The handling of any inquiry relating to the aforesaid business operations; and

(7) Any other business operations as approved by the securities regulatory authority under the State Council.

Article 158 The way of nationally centralized and unified operations shall be adopted for the registration and settlement of
securities.

The constitution and operational rules of a securities registration and clearing institution shall be formulated according to
law and shall be subject to the approval of the securities regulatory authority under the State Council.

Article 159 The securities as held by the relevant holders shall all be put under the custody of a securities registration and
clearing institution in a listed trading.
A securities registration and clearing institution shall not misappropriate any securities of its clients.

Article 160 A securities registration and clearing institution shall provide the roster of securities holders as well as the
relevant materials to a securities issuer.

A securities registration and clearing institution shall, according to the result of securities registration and settlement, affirm
the fact that a securities holder holds the relevant securities and provide the relevant registration materials to the securities
holder.

A securities registration and clearing institution shall guarantee the authenticity, accuracy and integrity of the roster of
securities holders as well as records of transfer registration, and shall not conceal, forge, alter or damage any of the
aforesaid materials.

Article 161 A securities registration and clearing institution shall take the following measures to guarantee the sdund
operation of its business:

(1) Having the necessary service equipment and complete data protection measures;

(2) Having established complete management systems concerning operation, finance and security protection; and
(3) Having established a complete risk control system.

Article 162 A securities registration and clearing institution shall keep the original voucher of registration, custody and
settlement as well as the relevant documents and materials in a proper manner. The term for keeping the aforesaid
materials shall be no less than 20 years.

Article 163 A securities registration and clearing institution shal! establish a clearing risk fund so as to pay in advance or
make up any loss of the securities registration and clearing institution as incurred from default delivery, technical
malfunction, operational fault or force majeure.

The securities clearing risk fund shall be withdrawn from the business mcomes-and proceeds of the securities registration
and clearing institution and may be paid by clearing participants according to a specified percentage of securities trading
volume.

The measures for raising and managing the securities clearing risk fund shall be formulated by the securities regulatory
authority under the State Council in collaboration with the fiscal department of the State Council.
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Article 164 The securities clearing risk fund shall be deposited into a special account of a designated bank and shall be
subject to special management.

Where a securities registration and clearing institution makes any compensation by using the securities clearing risk fund,
it may recourse the payment to the relevant person who is held responsible.

Article 165 An application for dissolving a securities registration and clearing institution shall be subject to the approval of
the securities regulatory authority under the State Council.

Article 166 An investor who entrusts a securities company to undertake any securities trading shall apply for opening a
securities account. A securities registration and clearing institution shall, according to the relevant provisions, open a
securities account for the investor in his own name.

An investor who applies for opening an account shall hold the legitimate certificates certifying his identity of a Chinese
citizen or its qualification of a Chinese legal person, unless it is otherwise provided for by the state.

Article 167 A securities registration and clearing institution shall, when providing netting service for a stock exchange.,
require the relevant clearing participant to deliver securities and funds in full amount and provide guaranty of delivery
according to the principles of delivery versus payment (OVP).

Before a delivery is concluded, nobody may use the securities, funds or collaterals as involved in the delivery.

Where a clearing participant fails to perform the duty of delivery according to the schedule, a securities registration and
clearing institution has the right to dispose of the properties as prescribed in the preceding paragraph herein according to
the operational rules.

Article 168 The clearing funds 'and securities as collected by a securities registration and clearing institution according to
the operational rules shall be deposited into a special account for settlement and delivery. The settlement and delivery that
can only be applied to the securities trading as concluded according to the operational rules and shall not be enforced
compulsorily.

Chapter Vil Securities Trading Service Institutions

Article 169 Where an investment consulting institution, financial advising institution, credit rating institution, asset appraisal
institution, or accounting firm engages in any securities trading service, it shall be subject to the approval of the securities
requlatory autharity under the State Council and the relevant administrative departments.

The measures for the administration of examination and approval of the practice of securities trading services by the
investment consulting institutions, financial advising institutions, credit rating institutions, asset appraisal institutions and
accounting firms shall be formulated by the securities regulatory authority under the State Council and the relevant
administrative departments.

Article 170 The staff of an investment consulting institution, financial advising institution or credit rating institution who
engage in securities trading services shall have the special knowledge of securities as well as work experience in the
securities business or securities trading services for more than 2 years. The standards for recognizing the securities
practice qualification and the measures for administration thereof shall be formulated by the securities regutatory authority
under the State Council.

Article 171 An investment consulting institution as well as its practitioners that engage in secunties trading services shall
not have any of the foliowing acts:

(1) Engaging in any securities investment as an agent on behalf of its entrusting party,

(2) Concluding any agreement with any entrusting party on sharing the gains of securities investment or bearing the loss
of securities investment:

(3) Purchasing or selling any stock of a listed company, for which the consulting institution provides services;

(4) Providing or disseminating any false or misleading information to investors through media or by any other means: or
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(5) Having any other act as prohibited by any law or administrative regulation.
Any institution or person that has any of the acts as prescribed in the preceding paragraph herein and thus incurs any loss
to investors shall bear the liabilities of compensation

Article 172 An investment consulting institution or credit rating institution that engages in securities trading services shall
charge commissions for the services it provides according to the rates of or measures for fee charging as formulated by
the relevant administrative department of the State Council.

Article 173 Where a securities trading service institution formulates and issues any auditing report, asset appraisal report,
financial advising repont, credit rating report or legal opinions for the issuance, listing and trading of securities, it shall be
assiduous and dutiful by carrying out examination and verification for the authenticity, accuracy and integrity of the
contents of the documents applied as the base. In the case of any false record, misleading statement or major omission in
the documents it has formulated or issued, which incurs any loss to any other person, the relevant securities trading
service institution shall bear several and joint liabilities together with the relevant issuer and listed company, unless a
securities trading service institution has the ability to prove its faultlessness.

Chapter IX Securities Industrial Associations

Article 174 A securities industrial association is a self-disciplinary organization for the securities industry and is a public
organization with the status of a lega! person. .

A securities company shall join a securities industrial assaciation.

The organ of power of a securities industrial association is the general assembly of its members.

Article 175 The constitution of a securities industrial association shall be formulated by the general assembly of its
members and shall be reported to the securities regulatory authority under the State Council for archival filing.

Article 176 A securities industriat association shall perform the following functions and duties:

(1) Educating and organizing its members to observe the laws and administrative requlations on securities;

(2) Safequarding the legitimate rights and interests of its members and reporting the suggestions and demands of its
members to the securities regulatory body:

(3) Collecting and sorting out the securities information and providing services for its members;

(4) Formulating the rules that shall be observed by its members, organizing the vocational training for the practitioners of
its member entities and carrying out vocational exchanges between its members;

(5) Holding mediation over any dispute regarding securities operation between its members or between its members and
clients;

(6) Organizing its members to do research on the development, operation, etc. of the securities industry;

(7) Supervising and examining the acts of its members and, according to the relevant provisions, giving a disciplinary
sanction 10 any member that violates any law or administrative regulation or the constitution of the association; and

(8) Performing any other functions and duties as stipulated by the constitution of the industrial association.

Article 177 A council shall be established within the securities industrial association. The members of the council shall be

selected through election according to the provisions of the constitution.
Chapter X Securities Regulatory Bodies

Article 178 The securities requlatory authority under the State Council shall carry out supervision and administration of the
securities market according to law so as to preserve the order of the securities market and quarantee the legitimate

operations thereof.

Article 179 The securities regulatory authority under the State Council shall perform the following functions and duties
regarding the supervision and administration of the securities market:
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(1) Formulating the relevant rules and requlations on the supervision and administration of the securities market and
exercising the power of examination or verification according to law;

(2) Carrying out the supervision and administration of the issuance, listing, trading. registration, custody and settlement of
securities according o law;

{3) Carrying out supervision and administration of the securities activilies of the securities issuers, listed companies, stack
exchanges, securities companies, securities registration and clearing institutions, securities investment fund management
companies and securities trading service institutions according to law;

(4) Formulating the standards for securities practice qualification and code of conduct and carrying out supervision and
implementation according to law;

(5) Carrying out supervision and examination of information disclosure regardin§ the issuance, listing and trading of
securities;

(6) Offering guidance for and carrying out supervision of the activities of the securities industrial associations accordipg to
law;

(7) Investigating into and punishing any violation of any law or administrative regulation on the supervision and
administration of the securities market according to law; and

(8) Performing any other functions and duties as prescribed by any law or administrative regulation.

The securities regulatory authority under the State council may establish a cooperative mechanism of supervision and
administration in collaboration with the securities regulatory bodies of other countries and regions and conducts trans-

border supervision and administration.

Articie 180 Where the securities regulatory authority under the State Council performs its duties and functions, it has the
power to take the following measures:

{1) Carrying an on-the-spot examination to a securilie§ issuer, listing company, securities company, securities investment
fund management company, securities trading service company, stock exchange or securities registration and clearing
institution;

{2) Making investiqation and collecting evidence in a place where any suspected irreqularity has happened;

{3) Consulting the parties concemed or any entity or individual relating to a case under investigation and requiring the
relevant entity or person to give explanations on the matters relatin§ to a case under'investigation;

(4) Referning to and photocopying such materials as the registration of property right and the communication records
relating to the case under investigation;

(5) Referring to and photocopying the securities trading records, transfer registration records, financial statements as well
as any other relevant documents and materials of any entity or individual refating to a case under investigation: sealing up
any document or material that may be transferred, concealed or damaged.

(6) Consulting the capital account, security account or bank account of any relevant party concerned in or any entity or
individual relating to a case under investigation; in the case of any evidence certifying that any property as involved in a
case, such as illegal proceeds or securities, has been or may be transferred or concealed; or where any important
evidence has been or may be concealed, forged or damaged. freezing or sealing up the foregoing properties or evidence
upon the approval of the principal of the securities regulatory authority under the State Council;

(7) When investigating into any major securities irreqularity such as manipulation of the securities market or insider
trading. upon the approval of the principal of the securities requlatory authority under the State Council. restricting the
securities trading of the parties concerned in a case under investigation, whereby the restriction term shall not exceed 15
trading days: under any complicated circumstance, the restriction term may be extended for another 15 trading day.

Article 181 Where the securities requlatory authority under the State Council performs its functions and duties of
supervision or examination or investigation, there shall be no less than two people carrying out the supervision and
examination, who shall show their legitimate certificates and the notice of supervision and examinalion as well as
investigation. Where there are less than two people carrying out the supervision and examination or investigation or they
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fail to show their legitimate certificates and the notice of supervision and examination or investigation. the entity under
examination and investigation has the right to refuse.

Article 182 The functionary of the securities requlatory authority under the State Council shall be duteous, impartial and
clean, and handle matters according to law, and shall not take advantage of his post to seek any unjust interests or
divulge any commercial secret of the relevant entity or individual it has access to in his performance of duty.

Anticle 183 Where the securities requlatory authority under the State Council performs its functions and duties according to
law, the entity or individual under examination and investigation shall offer assistance. provide the relevant documents and
materials in a faithful manner and shall not refuse any legitimate requirement, obstruct the performance of duties and
functions or conceal any document or material concemned.

Article 184 The regulations, rules as well as the working system of supervision and administration as formulated by the
securities regulatory authority under the State Council according to law shall be publicized to the general public.

The securities regulatory authority under the State Council shall, according to the results of investigation, decide the
punishment on any securities irregularity, which shall be publicized to the general public.

Article 185 The securities regulatory authority under the State Councit shall establish an information pooling mechanism
for supervision and administration in collaboration with any other financial regulatory authority under the State Council.
Where the securities regulatory authority under the State Council performs its functions and duties of supervision and
examination or investigation according to law, the relevant departments shall show cooperation.

Article 186 Where the securities requlatory authority under the State Council finds any securities irrequlanity as involved in
a suspecled crime when performing its functions and duties according to law. it shall transfer the case to the judicial organ
for handling.

Article 187 The functionary of the securities regulatory authority under the State Council shall not hold any post in any
organization under its supervision.

Chapter XIi Legal Liabilities

Article 188 Where any company uniawfully makes any public issuance of securities or does so in any disquised form
without the examination and approval of the statutory organ, it shall be ordered to cease the issuance, retum the funds it
has raised plus a deposit interest as calculated at the interest rate of the bank for the corresponding period of time and be
imposed a fine of 1% up to 5% of the funds it has illegally raised. A company that has been established through any
unlawful public issuance of securities or through any unlawful public issuance of securities in any disguised form shail be
revoked by the organ or department that performs the functions and duties of supervision and administration in
collaboration with the local people’s government at or above the county level. The person-in-charge or any other person
as held to be direclly responsible shall be given a warning and be fined 30, 000 yuan up to 300, 000 yuan.

Article 189 Where an issuer fails to meet the requirements of issuance and cheats for the verification for issuance by any
fraudulent means. if the relevant securities haven't been issued, it shall be fined 300, 000 yuan up to 600, 000 yuan; if the
relevant securities have been issued. it shall be fined 1% up to 5% of the illegal proceeds it has unlawfully raised. The
person-in-charge and any other person as held to be directly responsible shall be fined 30, 000 yuan up to 300, 000 yuan.
Any controlling shareholder or actual controfler of an issuer that instigates any irreqularity as prescribed in the preceding
paragraph herein shall be subject to the punishments as prescribed in the preceding paragraph.

Article 190 Where a securities company underwrites or purchases or sells, as an agent, any securities which have been
unfawfully issued in a public manner without examination and approval, it shall be ordered to stop its entrusted
underwriting or purchase or sale. The illegal proceeds shall be confiscated and a fine of 1 up to 5 times its illeqal proceeds
shall be imposed. Where there is no illegal proceeds or its illegal proceeds is less than 300, 000 yuan, a fine of 300, 000
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yuan up to 60, 000 yuan shall be imposed. Where any loss has been incurred to any investor, the securities company shall
bear several and joint liabilities of compensation together with the issuer. The person-in-charge and any other person as
held to be directly responsible shall be given a warning and fined 30, 000 yuan up to 300, 000 yuan, and the post-holding
qualification or securities practice qualification thereof shall be revoked.

Article 191 Where a securities company that engages in securities underwriting is under any of the following
circumstances. it shall be ordered to correct and be given a waming. The illegal proceeds shall be confiscated and a fine
of 30, 000 yuan up to 600, 000 yuan may be imposed concurrently. Under any serious circumstances, the relevant
business license thereof shall be suspended or revoked. Where any loss has been incurred to any other securities
underwriting institution or investor, it shall be subject to the liabilities of compensation according to law. The person-in-
charge and any other person as held to be directly responsible shall be given a warning and may be concurrently fined 30,
000 yuan up to 300, 000 yuan. Under any serious circumstances, the post-holding qualification or securiies practice
qualification thereof shall be revoked:

(1) Conducting any advertising or any ather publicity for recommendation, which is false or may mislead investors;

(2) Canvassing any underwriting business by any means of unjust competition; or

(3) Having any other irregularity in violation of the relevant provisions on securities underwriting.

Article 192 Where a recommender produces a recommendation letter with any false record, misleading statement or major
omission, or fails to perform any other statutory functions and duties, it shall be ordered to comect and be given a warning.
Its business income shall be confiscated and a fine of 1 up to 5 times its business income shall be imposed. Under any
serious circumstances, the relevant business license shall be suspended or revoked. The person-incharge and any other
person as held to be directly responsible shall be given a waming and be fined 30. 000 yuan up to 300. 000 yuan. Under
any serious circumstances, the post-holding qualification or secunties practice qualification thereof shali be revoked.

Article 193 Where an issuer, a listed company or any other obligor of information disclosure fails to disclose information
according to the relevant provisions or where there is any false record, misleading or major omission in the information it
has disclosed, it shall be ordered to correct, given a warning and imposed a fine of 300, 000 yuan up to 600, 000 yuan.
The person-in-charge and any other person as held to be directly responsible shall be given a warning and be imposed a
fine of 30.000 yuan up to 300, 000 yuan.

Where an issuer, a listed company or any other obligor of information disclosure fails to submit relevant reports or where
there is any false record, misleading or major omission in any report it has submitted. it shall ordered to correct, given a
waming and imposed a fine of 300, 000 yuan up to 600, 000 yuan. The person-incharge and any other person-incharge
as held to be directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to 300, 000 yuan.
The controlling shareholder or actual controller of any issuer. listed company or any other obligor of information disclosure
instigates any irregularity as prescribed in the preceding 2 paragraphs herein shall be subject to the punishments as
prescribed in the preceding 2 paragraphs.

Article 194 Where any issuer or listed company unlawfully alters the purpose of use of funds as raised through public
issuance of securities, it shall be ordered to correct. The person-in-charge and any other person as held to be directly
responsible shall be given a waming and be imposed a fine of 30,000 yuan up to 300, 000 yuan.

The controlling shareholder or actual controller of any issuer or listed company who instigates any irregularity as
prescribed in the preceding paragraph herein shall be given a warning anﬁ be imposed a fine of 300, 000 yuan up to 600,
000 yuan. The person-in-charge and any other person as held to be direclly responsible shall be subject to the
punishment according to the provisions of the preceding paragraph.

Article 195 Where any director, supervisor, or senior manager of a listed company or a shareholder who holds more than
5% of the shares of a listed company violates the provisions of Article 47 of the present Law by buying or purchasing any
stock of the listed company, he shall be given a warning and be concurrently imposed a fine of 30,000 yuan up to 100, 000
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yuan.

Article 196 Any stock exchange as illegally established shali be banned by the people's government above the county
level. Its illegal proceeds shail be confiscated and a fine of 1 up to 5 times its illeqal proceeds shatl be imposed. Where
there is no illegal proceeds or the illegal proceeds is less than 100, 000 yuan, a fine of 100, 000 yuan up to 500, 000 yuan
shall be imposed. The person-in-charge and an other as held to be directly responsible shall be given a waming and be
imposed a fine of 30,000 yuan up to 300, 000 yuan.

Article 197 Any securities company that is unfawfully established or that unlawfully undertakes any securities operation
without approval shall be banned by the securities requlatory body, the illegal proceeds shall be confiscated and a fine of 1
up to 5 times the illegal proceeds shall be imposed. Where there is no illegal proceeds or the illegal proceeds is less than
300, 000 yuan, a fine of 300, 000 yuan up to 600, 000 yuan shall be imposed. The person-in-charge and any other person
as held to be directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to 300, 000 yuan.

Adticle 198 Where any personnel without a post-holding qualification or securities practice qualification is unlawiully
employed as in violation of the provisions of the present Law, the securities regulatory body shall order it to corect, give it
a warning and impose upon it a fine of 100, 000 yuan up to 300, 000 yuan. The person-in-charge and any other person as
held to be directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to 100, 000 yuan.

Article 199 Where any person who is prohibited by any law or administrative regulation from engaging in securities trading
holds or purchases or sells any stock directly or in an assumed name or in the name of any other person, he shall be
ordered to dispose of the stocks he unlawfully holds according to law. The illegal proceeds shall be confiscated and a fine
of no more than the equivalent value of the stocks traded shall be imposed. In the case of any functionary of the state, an
administrative sanction shall be given according to law.

Article 200 Where any practitioner of a stock exchange, securities company, securities registration and clearing institution
or any functionary of any securities industrial association provides any false material or conceals, forges, alters or
damages any trading record for the purpose of inducing investors to purchase or sell securities, the securities practice
qualification thereof shall be revoked and a fine of 30, 000 yuan up to 100, 000 yuan shall be imposed. In the case of any
functionary of the state, an administrative sanction shall be given according to law.

Article 201 Where a securities trading service institution and its staffs that produce any auditing report, asset appraisal
report or leqal opinions for the issuance of stocks violate the provisions of Article 45 of the present Law by purchasing or
selling any stock, it shall be ordered to dispose of the stocks it or illegally holds according to law. The illegal proceeds shall
be confiscated and a fine of no more than the equivalent value of the stocks traded shall be imposed.

Article 202 Where an insider who has access to insider information of securities trading or any person who has obtained
any insider information purchases or sells the securities, divulges relevant information or advises any other person to
purchase or sefl securities before the information regarding the issuance or trading of securities or any other information
that may have any big impact on the price of the securities is publicized, he shall be ordered to dispose of the securities he
illegally holds according to law. The illegal proceeds shall be confiscated and a fine of 1 up to 5 times the ilegal proceeds
shall be imposed. Where there is no illegal proceeds or the illeqal proceeds is less than 30, 000 yuan, a fine of 30, 000
yuan up to 600, 000 yuan shall be imposed. Where an enlity is involved in any insider trading, the person-in-charge and
any other person as held to be directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to
300, 000 yuan. Any functionary of the securities reguiatory body that conducts any insider trading shall be given a heavier

punishment.

Article 203 Where anyone violates the present Law by manipulating the securities market, he shall be ordered to dispose
of the securities he illegally holds according to law. The illegal proceeds shall be confiscated and a fine of a fine of 1 up to
5 times the illegal proceeds shall be imposed. Where there is no illegal proceeds or the illegal proceeds is less than 30,




Public
File 245

000 yuan, a fine of 300, 600 yuan up to 3,000, 000 yuan shall be imposed. Where an entity manipulates the securities
market, the person-in-charge and any other person as held to be directly responsible shall be given a warning and be
imposed a fine of 100.000 yuan up to 600, 000 yuan as well.

Article 204 Where anyone violates the relevant laws by purchasing or selling any securities during a period when the
transfer of such securities is prohibited, he shall be ordered to correct, be given a warning and be imposed a fine of no
more than the equivalent value of the securities as traded. The person-in-charge and any other person as held to be
directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to 300, 000 yuan.

Article 205 Where a securities company violates the present Law by providing any securities financing, the illegal
proceeds shall be confiscated, the relevant business license shall be suspended or revoked, and a fine of no more than
the equivalent value of the funds as raised through securities financing shall be imposed. The person-in-charge and any
other person as held to be directly responsible shall be given a waming and be imposed a fine of 30,000 yuan up to 300,
000 yuan, and the relevant post-holding qualification or securities practice qualification shall be revoked.

Article 206 Where anyone violates the provisions of paragraph 1 or 3 of Article 78 of the present Law by disturbing the
securities market, the securities regufatory body shall order it to correct. The illegal proceeds shall be revoked and a fine
of 1 up to 5 times of the illega! proceeds shall be imposed. Where there is no illegal proceeds or the illegal proceeds is
less than 30, 000 yuan, a fine of 30, 000 yuan up to 200, 000 yuan shall be imposed.

Article 207 Anyone who violates Paragraph 2 of Articte 78 of the present Law by making false statements or providing
misleading information in securities dealings shall be ordered to correct, and be fined 30,000 yuan up to 200,000 yuan. If
the violator is a state functionary, he shall be given an administrative sanction, in addition.

Article 208 Where any legal person violates the present Law by opening ‘any account in any other person's name or
making use of any other person’s account to purchase or sell any securities, it shall be ordered to correct and be imposed
afine of 1 up to 5 times the illegal proceeds. Where there is no illegal proceeds or the illeqal proceeds is less than 30, 000
yuan, a fine of 30, 000 yuan up to 300, 000 yuan shall be imposed. The person-in-charge and any other person as held to
be directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to 106, 000 yuan.

Where a securities company provides any securities trading account of its own or of any other person for any irregularity
as prescribed in the preceding paragraph herein, he shall not only be subject to the punishments as prescribed in the
preceding paragraph, the post-holding qualification or securities practice qualification of the person-in-charge or any other
person as held to be directly responsible shall be revoked as well.

Article 209 Where a securities company violates the present Law by engaging in the self-operation of securities by
assuming any other's name or any individual’s name, it shall be ordered to correct. The llegal proceeds shall be
confiscated and a fine of 1 up to 5 times the illegal proceeds shall be imposed. Where there is no illegal proceeds or the
illegal proceeds is less than 30, 000 yuan, a fine of 300, 000 yuan up to 600, 000 yuan shall be imposed. Under any
serious circumstances, the business license of securities self-operation shall be suspended or revoked. The person-in-
charge and any other person as held to be directly responsible shall be given a warning and be imposed a fine of 30,000
yuan up to 100, 000 yuan, and the relevant post-holding qualification or securities practice qualification shall be revoked.

Articte 210 Where a securities company purchases or sells any securities or carries out any trading in violation of the
entrustment of its clients or handles any other non-trading matter in violation of the true intension as expressed by its
clients, it shall be ordered to correct and be imposed a fine of 10, 000 yuan up to 100, 000 yuan. Where any loss has been
incurred to its client, it shall be subject to the liabilities of compensation according to law.

Article 211 Where a securities company or securities registration and clearing institution misappropriates any fund or
securilies of its client, or unlawfully purchases or sells any securities for its client without any entrustment, it shall be
ordered to correct. The illegal proceeds shall be confiscated and a fine of 1 up to 5 times the illegal proceeds shali be
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imposed. Where there is no iilegal proceeds or the illega! proceeds is less than 100, 000 yuan, a fine of 100, 000 yuan up
to 600, 000 yuan shall be imposed. Under any serious circumstances, it shall be ordered to close or the relevant business
license thereof shali be revoked. The person-in-charge and any other person as held to be directly responsible shall be
given a warning and be imposed a fine of 30,000 yuan up to 300, 000 yuan and the relevant post-holding qualification or
securities practice qualification thereof shall be revoked.

Articte 212 Where a securities company undertakes any brokerage business, accepts the full entrustment of any client to
purchase or sell any securities or makes any promise on the proceeds as generated from securities trading or on the
compensation of any foss as incurred from securities trading, it shall be ordered to correct. The illegal proceeds shall be
confiscated and a fine of 50, 000 yuan up to 200. 000 yuan shall be imposed. The relevant business license may be
suspended or revoked. The person-in-charge and any other person as held to be directly responsible shall be given a
waming and be imposed a fine of 30,000 yuan up to 100. 000 yuan. The relevant post-holding qualification or securities

practice qualification thereof may be revoked.

Article 213 Where a purchaser fails to perform its obligations of announcing the acquisition of a listed company, issuing a
tender offer or submitting an acquisition report of a listed company or unlawfully altering its tender offer, etc. according to
the present Law, it shall be ordered to correct. given a waming and be imposed a fine of 100, 000 yuan up to 300, 000
yuan. Before making any correction, for the stocks a purchaser holds individually or with any other person through an
agreement or any other arangement, the voting right thereof shall not be exercised. The person-in-charge and any other
person as held to be directly responsible shall be given a waming and be imposed a fine of 30,000 yuan up to 300, 000

yuan.

Article 214 Where a purchaser or the contralling shareholder of any purchaser takes advantage of the acquisition of any
listed company to injure the legitimate rights and interests of the target company as well as the shareholders thereof, it
shall be ordered to correct and be given a warning. Under any serious circumstances, a fine of 100, 000 yuan up to 600.
000 yuan shall be imposed. Where any loss is incurred to the target company or the shareholders thereof, it shall be
subject to the liabilities of compensation according to law. The person-in-charge and any other person as held to be
directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to 300, 000 yuan.

Article 215 Where a securities company or any of its practitioners violates the present Law by privately accepting the
entrustment of purchasing or selling securities from any client, it shall be ordered to correct and be given a waming. The
ilega! proceeds shall be confiscated and a fine of 1 up to 5 times the illegal proceeds shall be imposed. Where there is no
ilegal proceeds or the illegal proceeds is less than 100, 000 yuan, a fine of 100, 000 yuan up to 300. 000 yuan shall be
imposed.

Anticle 216 Where a securities company violates the relevant provisions by undertaking any trading of unlisted securities
without approval, it shall be ordered to correct. The illegal proceeds shall be confiscated and a fine of 1 up to S times the
ilegal proceeds shall be imposed

Aticle 217 Where a securities company fails to start its business operations 3 months after establishment without any
justifiable reason. or suspends its business operations for a consecutive 3 months, the organ in charge of corporation

registration shall revoke the business license of the company.

Article 218 Where any securities company violates the provisions of Article 129 of the present Law by uniawfully
establishing, purchasing or revoking any branch, or unlawfully going through any merge, split-up, business suspension,
dissolution or bankruptcy. or establishing, purchasing a securities operation institution abroad or purchasing the shares of
any securities operation institution abroad, it shall be ordered to correct. The illegal proceeds shall be confiscated and a
fine of 1 up to 5 times the illegal proceeds shall be imposed. Where there is no illegal proceeds or the illegal proceeds is
less than 100, 000 yuan, a fine of 100, 000 yuan up to 600. 000 yuan shall be imposed. The person-in-charge and any




other persan as held to be directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to 100,
000 yuan.

Where any securities company violates the provisions of Article 129 of the present Law by altering any of the relevant
items, it shall be ordered to correct and be imposed a fine of 100, 000 yuan up to 300. 000 yuan. The person-incharge
and any other person as held to be directly responsible shall be given a warning and imposed a fine of no more than 50,
000 yuan.

Article 219 Where a securities company violates the present Law by engaging in any securities operation beyond its
permitted business scope., it shall be ordered to correct. The illegal proceeds shall be confiscated and a fine of 1 up to 5
times the illegal proceeds shall be imposed. Where there is no illegal proceeds or the illegal proceeds is less than 300,
000 yuan, a fine of 300, 000 yuan up to 600, 000 yuan shall be imposed. Under any serious circumstances, it shall be
ordered to close down. The person-in-charge and any other person as held to be directly responsible shall be given a
warning and be imposed a fine of 30,000 yuan up to 100, 000 yuan, and the relevant post-holding qualification or
securities practice qualification shall be revoked.

Article 220 Where a securities company fails to carry out its securities operation of brokerage, underwriting, self-operation
or asset management in a separate manner according to law but mixes its own securities operation with other operations,
it shall be ordered to comect. The illegal proceeds shall be confiscated and a fine of 300, 000 yuan up to 600, 000 yuan
shall be imposed. Under any serious circumstances, the relevant business license shall be revoked. The person-in-charge
and any other person as held to be directly responsible shall be given a waming and be imposed a fine of 30,000 yuan up
to 100, 000 yuan. Under any serious circumstances, the relevant post-holding qualification or securities practice
qualification shall be revoked

Article 221 Where a securities company submits any false document of certification or adopts any other fraudulent means
to conceal any major fact so as to cheat for the securities business license or a securities company has any severe
iregularity in the securities trading and thus, fails to meet the requirements of business operation any more, the securities
regulatory body shall revoke its securities business license.

Article 222 Where a securities company or its shareholder or actual controller violates the relevant provisions by refusing
to report or provide information or materials regarding its business and management to the securities requlatory body or in
the case of any false record, misleading statement or major omission in the aforesaid information or materials as reported
or submitted, it shall be ordered to correct, be given a warning and be fined 30, 000 yuan up to 300, 000 yuan. The
relevant business license of the securities company may be suspended or revoked. The person-in-charge and any other
person as held to be directly responsible shall be given a warning and be fined no more than 30,000 yuan, and the
relevant post-holding qualification or securities practice qualification shall be revoked.

Where a securities company provides financing or guaranty for its shareholder or any person related to its shareholder, it
shall be ordered to correct, be given a warning and be imposed a fine of 100, 000 yuan up to 300, 000. The person-in-
charge and any other person as held to be directly responsible shall be imposed a fine of 30, 000 yuan up to 100, 000
yuan. Where a shareholder has any fault, the securities regulatory authority under the State Council may restrict his
shareholders’ right before he makes the correction according to the relevant requirements. Where anyone refuses to
correct, he may be ordered to transfer the stock right of the securities company he holds.

Article 223 Where a securities trading service institution fails to fulfill its accountability in a diligent and dutiful manner so
that any document it formulated or produced has any false record, misleading statement or major omission, it shall be
ordered to correct. The proceeds as generated from its business shall be confiscated. Its securities business license shall
be suspended or revoked. A fine of 1 up to 5 times its business income shall be imposed. The person-in-charge and any
other person as held to be directly responsible shall be given a warning and be imposed a fine of 30,000 yuan up to 100.
000 yuan, and the relevant post-holding qualification or securities practice qualification shall be revoked.
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Article 224 Anyone that violates the present Law by issuing or underwriting any corporate bond shall be given a
punishment by the department as authorized by the State Council according to the relevant provisions of the present Law.

Article 225 Where a listed company, securities company, stock exchange, securities registration and clearing institution, or
securities trading service institution fails to keep the relevant documents and materials according to the relevant
provisions, it shall be ordered to correct, be given a waming and be imposed a fine of 30, 000 yuan up to 300, 000 yuan.
Where any relevant document or material is concealed, forged, altered or damaged, the viotator shall be given a warning
and be imposed a fine of 300, 000 yuan up to 600, 000 yuan.

Article 226 Where a securities registration and clearing institution is unlawfully established without approval of the State
Council, it shall be cancelled by the securities reqgulatory body, its illegal proceeds shall be confiscated, and a fine of 1 up
to 5 times of the illegal proceeds shall be imposed upon it.

Where an investment consulting institution, financial advising institution, credit rating institution, asset appraisal institution
or accounting firm undertakes any securities tading service without the relevant approval, it shall be ordered to correct.
The illegal proceeds shall be confiscated, and a fine of 1 up to 5 times of the illegal proceeds shall be imposed uporn it.
Where a securities registration and clearing institution or a securities service trading institution violates the present Law or
any operational rules it has formulated according to law, the securities regulatory body shall order it to correct, confiscate
the illegal proceeds, and impose upon it a fine of 1 up to 5 times the illegal proceeds. Where there is no illegal proceeds or
the illegal proceeds is less than 100, 000 yuan, a fine of 100. 000 yuan up to 300, 000 yuan shall be imposed. Under any
serious circumstances, it shall be ordered to close down or its securities business license shall be revoked.

Article 227 Where the securities requiatory authority under the State Council or the department as authorized by the State
Council is under any of the following circumstances, the person-in-charge and any other person as held to be directly
responsible shall be given an administrative sanction according to law.

(1) Veritying or approving an application for issuing securities or for establishing a securities company, which fails to
comply with the present Law:

(2) Taking such measures as on-the-spot examination, investigation and evidence collection, consultation, freeze-up or
seal-up as in violation of the provisions of Article 180 of the present Law:

(3) Giving any administrative sanction to the relevant institution or personnel as in violation of the relevant provisions; or
(4) Performing any other functions and duties in an unlawful manner.

Article 228 Where any functionary of the securilies requlatory body or any member of the issuance examination committee
fails to perform the duties and functions as prescribed in the present Law, abuses his power, neglects his duty, takes
advantage of his post to seek any unjust interests or divulges any commercial secret of the relevant entity or individual as
accessible in his performance. he shall be subject to legal liabilities.

Article 229 Where a stock exchange grants any approval to an application for securities listing that fails to meet the
requirements as prescribed in the present Law, it shall be given a warning. Its business income shall be confiscated and a
fine of 1 up to 5 times its business income shall be imposed. The person-in-charge and any other person as held to be
directly responsible shall be imposed a fine of 30, 000 yuan up to 300, 000 yuan.

Article 230 Where anyone refuses or obstructs the securities regulatory body and its functionary in its or his performance
of the functions and duties of supervision, examination and investigation by means of violence or threat, he shall be given
an administrative sanction of public security according to law.

Article 231 Anyone who violates the present Law and constitutes a crime shall be subject to criminal liabilities according to
law.

Article 232 Where anyone violates the present Law and shall be subject to civil liabilities of compensation and payment of
fines and penalties, and if his properties are not sufficient to cover all the payment at the same time, he shall bear civil




liabilities.

Article 233 Where anyone violates the relevant laws and admini ive requlations or the relevant provisions of the
securities requlatory authority under the State Council and is under any serious circumstances, the securities requlatory
authority under the State Councit may take measures to prohibit the relevant persons as held to be responsible from
entering into the securities market.

The term “prohibition from entering into the securities market” as mentioned in the preceding paragraph refers to a
system, whereby a person shall not undertake any securities practice or hold the post of director, supervisor or senior
manager of a listed company within a prescribed term or for life.

Article 234 The fines as collected and the illegal proceeds as confiscated shall be all turned over into the State Treasury.

Article 235 Any panty concerned that is dissatisfied with a decision of the securities regulatory body or a department as
authorized by the State Council on punishment may apply for an administrative review or file a litigation with the people’s
court.

Chapter XIl Supplementary Provisions

Article 236 The securities that have been approved for listed trading in a stock exchange according to the relevant
administrative regulations before the present Law comes into force may continue to be traded according to law.

The securities operation institutions that have been approved for establishment according to the relevant administrative
requlations and the provisions of the administrative department of finance of the State Council before the present Law
comes into force but faits to completely comply with the provisions of the present Law shall meet the requirements as
prescribed by the present Law within a prescribed term. The specific measures for implementation shall be separately
prescribed by the State Council.

Article 237 An issuer that applies for verifying the public issuance of any stocks or corporate bonds shall pay the expenses
for examination according to the refevant provisions.

Articte 238 Where a domestic enterprise directly or indirectly qoes abroad to issue any securities abroad or whose
securities are listed abroad for trading, it shall be subject to the approval of the securities regulatory authority under the
State Council according to the relevant provisions of the State Council.

Article 239 As to any subscription or trading of stocks of a domestic company in a foreign currency, the specific measures
shall be separately formutated by the State Council.

Article 240 The present Measures shall come into force as of January 1, 2006.
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Regulations of the People’s Republic of China on the Administration of Company
Registration (Revised 2005)

(Promulgated by Order No. 156 of the State Council of the People’s Republic of China on
June 24, 1994 and revised according to the Decision of the State Council on Revising the
Regulations of the People’s Republic of China on the Administration of Company
Registration on December 18, 2005)

Chapter | General Provisions

Article 1 To validate the status of enterprise legal person of companies and standardize
the conduct of company registration, these Regulations have been formulated in
accordance with the Company Law of the People’s Republic of China (hereinafter referred
to as "company law”).

Article 2 Alimited liability company or a joint stock limited company (hereinafter referred
to as "company") shall conduct company registration of its formation, modification and
termination.

To apply for company registration, an applicant shall be responsible for the authenticity of
the application documents and materials.

Article 3 A company may acquire the status of enterprise legal person only after having
been legally registered by the company registration organ and collected a Business
License of Enterprise Legal Person.

A company formed after these Regulations becoming effective shall not engage in any
business activity in the name of a company without registration with the company
registration organ.

Article 4 The administration for industry and commerce shall be the company registration
organ.

A company registration organ at a lower level shall carry out company registration under
the leadership of a company registration organ at a higher level.

A company registration organ shall perform its functions according to law, free from any
unlawful interference.

Article 5 The State Administration for Industry and Commerce shall be in charge of the
work of company registration across the country.

Chapter |l Jurisdiction over Registration

Article 6 The State Administration for Industry and Commerce shall take charge of the
registration of the following companies:

(1) a company where the state-owned asset supervision and administration institution of
the State Council performs the functions of a contributor, and a company which is formed
by the aforesaid company as an investor holding more than 50% of the shares therein;
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(2) a foreign-funded company,

(3) a company which shall be registered by the State Administration for Industry and
Commerce in accordance with a relevant law, administrative regulation or decision of the
State Council; and

(4) any other company which shall be registered by the State Administration for Industry
and Commerce in accordance with the provisions of the State Administration for Industry
and Commerce.

Article 7 The administration for industry and commerce of a province, autonomous region
or municipality directly under the Central Government shall take charge of the registration
of the following companies within its administrative division:

(1) a company where the state-owned asset supervision and administration institution of
the people’s government of a province, autonomous region or municipality directly under
the Central Government performs the functions of a contributor, and a company which is
formed by the alor(?said company as an investor holding more than 50% of the shares
therein;

(2) a company formed by a natural person as an investor which shall be registered by the
administration for industry and commerce of a province, autonomous region or
municipality directly under the Central Government in accordance with the provisions of
the administration for industry and commerce of the province, autonomous region or
municipality directly under the Central Government;

(3) a company which shall be registered by the administration for industry and commerce
of a province, autonomous region or municipality directly under the Central Government in
accordance with a relevant law, administrative regulation or decision of the State Council;
and

(4) any other company which shall be registered as empowered by the State
Administration for Industry and Commerce.

Article 8 The administration for industry and commerce of a districted city (region) or
county, the sub-administration for industry and commerce of a municipality directly under
the Central Government, or the district sub-administration of the administration for
industry and commerce of a districted city shall take charge of the registration of the
following companies within its administrative division:

(1) a company other than a-company as set out in Articles 6 and 7 of these Regulations;
and

(2) a company which shall registered as empowered by the State Administration for
Industry and Commerce or the administration for industry and commerce of a province,
autonomous region or municipality directly under the Central Government.

The specific jurisdiction over registration as set out in the preceding paragraph shall be
formulated by the administration for industry and commerce of a province, autonomous
region or municipality directly under the Central Government. However, the administration
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for industry and commerce of a districted city {region) shall take charge of the registration
of joint stock limited companies.

Chapter Il items for Registration
Article 9 The items for company registration shall include:
(1) name;
(2) residence;
(3) name of the legal representative;
(4) registered capital;
(5) paid-ub capital;
(6) type of company;
(7) business scope;
(8) duration of business operation; and

(9) names of the shareholders of a limited liability company or names of promoters of a
joint stock limited company, and amounts, time and forms of contributions as subscribed
to and paid up.

Article 10 The items for company registration shall conform to the provisions of laws and
administrative regufations. A company registration organ shall not register an item for
registration which does not conform to the provisions of a law or administrative regulation.

Article 11 The name of a company shall conform to the relevant provisions of the state. A
company may use one name only. The name of a company, which has been approved
and registered by the company registration organ, shall be protected by law.

Article 12 The residence of a company shall be the seat of the principal office of the
company. There may be only one residence registered with the company registration
organ. The residence of a company shall be within the territorial jurisdiction of the
company registration organ.

Article 13 The registered capital of a company shall be denominated in Renminbi, except
as otherwise provided for by a law or administrative regulation.

Article 14 The form of contribution by a shareholder shall conform to the provisions of
Article 27 of the Company Law. Where a shareholder confributes any praperty other than
currency, property in kind, intellectual property or land use right, the measures for
registration thereof shall be formulated by the State Administration for Industry and
Commerce in conjunction with the relevant departments of the State Council.

No shareholder shall contribute, through evaluation, labor, credit, name of a natural
person, goodwill, franchise or any property over which a security has been posted.




Article 15 The business scope of a company shall be prescribed in the bylaws of the
company and registered according to law.

For the description of the business scope of a company, the standards for industrial
categories of the national economy shall be referred to.

Article 16 The types of companies shal! include limited liability company and joint stock
limited company.

For a one-person limited liability company, the sole investor of a natural person or a legal
person shall be stated in the registration of the company, and shall be also stated in the
business license of the company.

Chapter IV Registration of Formation

Article 17 To form a company, an application shall be filed for the pre-approval of the
company name.

For a company whose formation must be reported for approval according to a iaw,
administrative regulation or decision of the State Council, or whose business scope
includes an item which must be reported for approval before registration according to a
law, administrative regulation or decision of the State Council, an application shall be filed
for the pre-approval of the company name before report for approval in the company
name as pre-approved by the company registration organ.

Article 18 To form a limited liability company, a representative designated or an agent
jointly authorized by all the shareholders shall apply for the pre-approval of the company
name to the company registration organ; to form a joint stock limited company, a
representative designated or an agent jointly authorized by all the promoters shall apply
for the pre-approval of the company name to the company registration organ.

In the application for the pre-approval of company name, the following documents shall be
submitted:

(1) a written application for pre-approval of company name, which is signed by all the
shareholders of a limited liability company or by all the promoters of a joint stock limited
company;

(2) a certificate of designation of a representative or joint authorization of an agent by all
the shareholders or promoters; and

(3) any other document as required by the State Administration for Industry and
Commerce.

Article 19 A pre-approved company name shall be reserved for six months, and within
such a period, the pre-approved name shall not be used for any business operation or
transferred.

Article 20 To form a limited liability company, a representative designated or an agent
jointly authorized by all the shareholders shall apply for registration of formation to the
company registration organ. To form a company wholly owned by the state, the
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state-owned asset supervision and administration institution of the State Council or the
local people’s government as empowered by the local people’s government shall act as
an applicant to apply for registration of formation. For a limited liability company whose
formation must be reported for approval according to a law, administrative regulation or
decision of the State Council, an application shall be filed for registration of formation
within 90 days from the date of approval; for an overdue application for registration for
formation, the applicant shall report to the examination and approval organ for
confirmation of validity of the original approval document or for a separate approval.

To apply for forming a limited liabitity company, an apblicant shall submit the following
documents to the company registration organ:

(1) a written application for registration of formation, which is signed by the legal
representative of the company;

(2) a certificate of designation of a representative or joint authorization of an agent by all
* the shareholiders;

(3) bylaws of the company;

(4) a certificate of capital verification produced by a legally formed capital verification
institution, except as otherwise provided for by a law or administrative regulation;

(5) a certificate of transfer of title, which shall be submitted at the time of registration of
formation, where the initial contribution made by a shareholder is non-monetary property,

(6) a certificate of capacity of each shareholder which is an entity or certificate of
identification of each shareholder which is a natural person; .

(7) documents stating the names and residences of the directors, supervisors and
managers and certificates of the relevant appointment, election or employment;

(8) an appointment document and a certificate of identification of the legal representative
of the company;

(9) a notice of pre-approval of enterprise name;
(10) a certificate of residence of the company; and

(11) any other document as required by the State Administration for Industry and
Commerce.

The amount of initial contribution made by a shareholder of a foreign-funded limited
liability company shall conform to laws and administrative regulations, and the rest of
contribution shall be paid up within two years from the date of formation of the company. In
particular, for an investment company, the rest of contribution may be paid up within five
years.

For a limited liability company whose formation must be reported for approval according to
a law, administrative regulation or decision of the State Council, the relevant approval
document shall be also submitted.




File 185

Article 21 To form a joint stock limited company, the board of directors of the company
shall apply for registration of formation to the company registration organ. For a joint stock
limited company which is formed by stock floatation, the board of directors of the company
shall apply for registration of formation to the company registration organ within 30 days
after the end of the meeting of foundation.

To apply for forming a joint stock limited company, an applicant shall submit the following
documents to the company registration organ:

(1) a written application for registration of formation, which is signed by the legal
representative of the company;

(2) a certificate of designation of a representative or joint authorization of an agent by the
board of directors;

(3) bylaws of the company;

(4) a certificate of capital verification produced by a legally formed capital verification
institution;

(5) a certificate of transfer of titte, which shatl be submitted at the time of registration of
formation, where the initial contribution made by a shareholder is non-monetary property,

(6) a certificate of capacity of each promoter which is an entity or certificate of
identification of each promoter which is a natural person;

(7) documents stating the names and residences of the directors, supervisors and
managers and certificates of the relevant appointment, election or employment;

(8) an appointment document and a certificate of identification of the legal representative
of the company;

(9) a notice of pre-approval of enterprise;
(10) a certificate of residence of the company; and

(11) any other document as required by the State Administration for Industry and
Commerce.

For a joint stock limited company which is formed by stock floatation, the minutes of the
meeting of foundation shall be also submitted; for a joint stock limited company which is
formed by stock floatation and issues stocks publicly, the relevant approval document of
the state-owned asset supervision and administration institution of the State Council shall
be also submitted.

For a joint stock limited company whase formation must be reported for approval
according to a law, administrative regulation or decision of the State Council, the relevant.
approval document shall be also submitted.

Article 22 Where the business scope in the application for company registration includes
any item which must be reported for approval before registration according to a law,
administrative regulation or decision of the State Council, the item shall be reported to the
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relevant department of the state for approval before the application for registration, and
the relevant approval document shall be submitted to the company registration organ.

Article 23 Where any provision of the bylaws of a company violates a law or
administrative regulation, a company registration organ shall have the authority to require
the company to amend it correspondingly.

Articie 24 The certificate of residence of a company refers to a document that may certify
that the company enjoys the right to use the residence.

Article 25 A company registration organ shall issue a Business License of Enterprise
Legal Person to a legally formed company. The date of issuance of the business license of
the company shall be the date of formation of ihe company. The company shall have its
corporate seal made, open a bank account and apply for the registration of tax payment
on the strength of the Business License of Enterprise Legal Person issued by the
company registration organ.

Chapter V Registration of Modification

Article 26 To modify any registered item, a company shall apply for registration of
modification to the original company registration organ.

Without registration of modification, no company shall modify any registered item.

Article 27 To apply for registration of modification, a company shall submit the following
documents to the company registration organ:

(1) a written application for registration of modification, which is signed by the legal
representative of the company;

(2) a resolution or decision on modification made according to the Company Law. and

(3) any other document as required by the State Administration for Industry and
Commerce.

Where any registered item to be modified by a company involves the amendment of the
bylaws of the company, the amended bylaws of the company or an amendment to the
bylaws of the company signed by the legal representative of the company shall be
submitted.

For a registered item to be modified which must be reported for approval before
registration according to a law, administrative regulation or decision of the State Council,
the relevant approval document shall be also submitted to the company registration organ.

Article 28 To modify the company name, a company shall apply for registration of
maodification within 30 days from the date when a resolution or decision on the
modification is made.

Article 29 To modify the company residence, a company shall apply for registration of
modification before it moves into the new residence, and submit a certificate of use of the
new residence. )
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Where the modification of residence crosses the territorial jurisdictions of the company
registration organs, a company shall apply for registration of modification to the company
registration organ at the place of its new residence before moving into its new residence;
where the company registration organ at the place of new residence of the company
accepts the application, the original company registration organ shall transfer the
company registration files of the company to the company registration organ at the place
of new residence of the company.

Article 30 To modify the legal representative, a company shall apply for registration of
modification within 30 days from the date when a resolution or decision on the
modification is made.

Article 31 To modify the registered capital, a company shall submit a certificate of capital
verification produced by a legally formed capital verification institution.

Where a company increases its registered capital, the contributions of the shareholders of
a limited liability company for the increased capital and the subscriptions to new stocks by
the shareholders of a joint stock limited company shall be respectively subject to the
relevant provisions of the Company Law on the payment of contribution for the formation
of a limited liability company and the payment for stock subscription for the formation of a
joint stock company. Where a joint stock limited company increases its registered capital
by publicly issuing new stocks or where a listed company increases its registered capital
by privately issuing new stocks, the relevant approval document of the securities
regulatory organ of the State Council shall be also submitted.

Where the statutory common reserve of a company is converted into its registered capital,
the certificate of capital verification shall show that the retained statutory common reserve
of the company is not be lower than 25% of the registered capital of the company before
the conversion.

To reduce the registered capital, a company shall apply for registration of modification
within 45 days from the date of announcement, and submit the relevant proof that the
company has published an announcement on reduction of registered capital in a
newspaper and a statement on debt repayment or debt guarantee by the company.

The registered 'capital of a company after reduction shall not be lower than the minimum
statutory amount.

Article 32 To modify the paid-up capital, a company shall submit a certificate of capital
verification produced by a legally formed capital verification institution, and the capital
contributions shall be made according to the time and form of contribution as prescribed in
the bylaws of the company. A company shall apply for registration of modification within 30
days from the date when the capital contributions or stock payments are paid up.

Article 33 To modify the business scope, a company shall apply for registration of
modification within 30 days from the date when a resolution or decision on the
modification is made; where the modification of the business scope of a company involves
any item which must be reported for approval before registration according to a law,




administrative regulation or decision of the State Council, the company shall apply for
registration of modification within 30 days from the date of approval by the relevant state
department.

Where a license or any other approval document for an item in the business scope of a
company which must be reported for approval according to a law, administrative
regulation or decision of the State Council is suspended or revoked, or the term of validity
of the license or any other approval document expires, the company shall, within 30 days
from the date of suspension or revocation of the license or any other approval document
or from the date of expiration of the license or any other approval document, apply for
registration of modification or conduct the formalities for deregistration according to the
provisions of Chapter VI of these Regulations.

Article 34 To modify the type of company, a company shall apply for registration of
modification to a company registration organ within the prescribed time limit according to
the formation requirements for the type of company after modification, and submit the
relevant documents.

Article 35 Where a shareholder of a limited liability company transfers any shares in the
company, the company shall apply for registration of modification within 30 days from the
date of transfer of shares, and submit the certificate of capacity of the new shareholder
which is an entity or certificate of identification of the new shareholder which is a natural
person.

Where the legal inheritor of a deceased natural person shareholder of a limited liability
company succeeds to the status of shareholder, the company shall apply for registration of
modification according to the preceding paragraph.

Where a shareholder of a limited liability company or a promoter of a joint stock limited
company changes its name, the company shall apply for registration of modification within
30 days from the date of change of name.

Article 36 Where the modification of any registered item of a company involves the
modification of any registered item of its branch, the company shalt apply for registration
of madification of its branch within 30 days from the date of registration of modification of
the company.

Article 37 Where the amendment of the bylaws of a company does not involve any
registered item, the company shall submit the amended bylaws or an amendment to the
bylaws to the original company registration organ for the record.

Article 38 Where any director, supervisor or manager of a company changes, the
company shall file the change with the original company registration organ for the record.

Article 39 Where any registered item of a surviving company changes after a merger or
separation, the company shall apply for registration of modification; a company which is
dissolved after a merger or separation shall apply for deregistration; a company newly
formed after a merger or separation shall apply for registration of formation.
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For a merger or separation of a company, the company shall apply for registration within
45 days from the date of announcement, and submit the merger agreement, the resolution
or decision on merger or separation, the relevant proof that the company has published an
announcement on merger or separation in a newspaper and a statement on debt
repayment or debt guarantee by the company. For a merger or separation of a company,
which must be reparted for approval according to a law, administrative regulation or
decision of the State Council, the relevant approval document shall be also submitted.

Article 40 Where the modification of a registered item involves any item stated in the
Business License of Enterprise Legal Person, a company registration organ shall reissue
a business license to replace the original one.

Article 41 To apply for revocation of registration of modification to the company
registration organ according to the provision of Article 22 of the Company Law, a company
shall submit the following documents:

(1) a written application, which is signed by the legal representative of the company; and
(2) a judgment of the people’s court.
Chapter Vi Deregistration

Article 42 Where a company is dissolved and shall be liquidated according to law, a
liquidation group shall, within 10 days from the date of its formation, submit a list of the
members and person in charge of the liquidation group to the company registration organ
for the record.

Article 43 Under any of the following circumstances, the liquidation group of a company
shall apply for deregistration to the original company registration organ within 30 days
from the date of conclusion of liquidation of the company:

(1) the company is declared bankrupt according to law;

(2) the duration of business operation prescribed in the bylaws of the company expires or
any other situation for dissolution prescribed in the bylaws of the company occurs, unless
the company continues to exist by virtue of an amendment to the bylaws of the company;

(3) the company is dissolved by a resolution of the shareholders’ meeting or shareholder's
assembly or is dissolved by the shareholder of a one-person limited liability company or a
resolution of the board of directors of a foreign-funded company;

(4) the business license of the company is revoked or the company is ordered to be closed
down or dissolved according to law;

(5) the company is dissolved by the people's court according to law; or
(6) any other circumstance of dissolution set out by a law or administrative regulation.
Articte 44 To apply for deregistration, a company shall submit the following documents:

(1) a written application for deregistration, which is signed by the person in charge of the
liquidation group of the company;
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(2) a bankruptey ruling or dissolution judgment of the people’s court, a resolution or
decision made by the company according to the Company Law or a document of the
administration organ on ordered closedown or dissolution of the company;

(3) a liquidation report archived and affirmed by the shareholders’ meeting or
shareholder’s assembly, the shareholder of a one-person limited liability company, the
board of directors of a foreign-funded company, the people’s court or the organ approving
the company;

(4) the Business License of Enterprise Legal Person; and
(5) any other document as required by a law or administrative regulation.

To apply for deregistration, a wholly state-owned company shall also submit a decision of
the state-owned asset supervision and administration institution. In particular, a key wholly
state-owned company as determined by the State Council shall also submit the approval
document of the people’s government at the same level.

To apply for deregistration, a company which has a branch shall also submit the certificate
of deregistration of its branch.

Article 45 A company shall be terminated upon the deregistration by the company
registration organ.

Chapter VIl Registration of a Branch of a Company

Article 46 A branch of a company refers to an organization formed by a company to
engage in business operation at a place other than the residence of the company. A
branch shall not have the status of enterprise legal person.

Article 47 The items for registration of a branch of a company shall include: name,
business premises, person in charge and business scope of the branch.

The name of a branch of a company shall conform to the relevant provisions of the state.

The business scope of a branch of a company shall not be outside the business scope of
the company.

Article 48 To form a branch, a company shall apply for registration to the company
registration organ at the place of residence of the branch within 30 days from the date
when a decision is made; where the formation of a branch must be reported to the
relevant department for approval according to a law, administrative regulation or decision
of the State Council, a company shall apply for registration to the company registration
organ within 30 days from the date of approval.

To form a branch, a company shall submit the following documents to the company
registration organ:

(1) a written application for registration of formation of a branch, which is signed by the
legal representative of the company,




Article 51 To apply for registration of a company or a branch of a company, an applicant
may come to the company registration organ to file an application, or file an application by
such means as letter, telegraph, telex, fax, electronic data exchange or e-mail.

Where an application is filed by such means as telegraph, telex, fax, electronic data
exchange or e-mail, the contact method and mailing address of the applicant shall be
provided.

Article 52 The company registration organ shall decide whether or not to accept an
application according to the following circumstances respectively:

(1) Where the application documents and materials are complete and consistent with the
statutory formats, or an applicant has submitted all the additional or corrected application
documents and materials as required by the company registration organ, the company
registration organ shall decide to accept the application.

(2) Where the application documents and materials are complete and consistent with the
statutory formats but the company registration organ deems that the application
documents and materials need verification, the company registration organ shall decide to
accept the application, and, at the same time, notify in writing the applicant of the items to
be verified and reasons and time limit for verification. )

(3) Where an application document or material has any error which may be corrected on
the spot, the applicant shall be allowed to correct the error on the spot, affix its signature
or seal on the place of correction and note the date of correction; after confirming that the
application documents and materials are complete and consistent with the statutory
formats, the company registration organ shall decide to accept the application.

(4) Where the application documents and materials are incomplete or inconsistent with the
statutory formats, the company registration organ shail, on the spot or within 5 days,
inform the applicant of all additions and corrections needed at one time; for notification on
the spot, the company registration organ shall return the application documents and
materials to the applicant; for notification within 5 days, the company registration organ
shall receive the application documents and materials and issue a receipt of the
application documents and materials, and where the company registration organ does not
notify the applicant within the time limit, it shall be deemed that the company registration
organ has accepted the application from the date of receipt of the application documents
and materials.

(5) Where an item does not fall within the scope of company registration or does not fall
within the scope of its registration jurisdiction, the company registration organ shall
immediately decide not to accept the application, and notify the applicant to apply to a
relevant administrative organ.

A company registration organ shall, within 5 days from the date of receipt of the
application documents and materials, decide whether or not to accept an application
which is filed by such means as letter, telegraph, telex, fax, electronic data exchange or
e-mail.




(2) bylaws of the company, and a photocopy of the Business License of Enterprise Legal
Persan on which the corporate seal is affixed;

(3) a certificate of use of business premises;

(4) an appointment document and a certificate of identification of the person in charge of
the branch; and

(5) any other document as required by the State Administration for industry and
Commerce.

Where the formation of a branch must be reported for approval according to a law,
administrative regulation or decision of the State Council, or the business scope of a
branch includes any item which must be reported for approval before registration
according to a law, administrative regulation or decision of the State Council, the relevant
approval document shall be also submitted.

The company registration organ of a branch shall issue a Business License to a branch
whose registration is approved. A company shall, within 30 days from the date of
registration of its branch, file a record with the company registration organ on the strength
of the Business License of its branch.

Article 49 To modify a registered item, a branch of a company shall apply for registration
of modification to the company registration organ.

To apply for registration of modification, a branch shall submit a written application for
registration of modification which is signed by the legal representative of the company. To
modify the name or business scope, a branch shail submit a photocopy of the Business
License of Enterprise Legal Person on which the corporéte seal of the company is affixed,
and where the business scope of a branch includes any item which must be reported for
approval-before registration according to a laws, administrative regulation or decision of
the State Council, the relevant approval document shall be also submitted. To modify the
business premises, a branch shall submit a certificate of use of the new business
premises. To modify the person in charge, a branch shall submit the appointment and
removal documents and certificates of identification.

Upon approving the registration of modification, the company registration organ shall
reissue a Business License to replace the original one.

Article 50 Where a branch of a company is dissolved by the company or ordered to be
closed down according to law, or the business license of a branch of a company is
revoked, the company shall apply for deregistration to the company registration organ of
the branch within 30 days from the date when a decision is taken. To apply for
deregistration, the company shall submit a written application for deregistration which is
signed by the legal representative of the company and the Business License of the
branch. Upon approving the deregistration, the company registration organ shall recover
the Business License of the branch.

Chapter Vil Procedures for Registration
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Article 53 Unless a decision on approvat of registration is made according to paragraph
1(1) of Article 54 of these Regulations, a company registration organ shall issue a Notice
of Acceptance after deciding to accept an application; or after deciding to disapprove an
application, shall issue a Notice of Disapproval, explaining the reasons for disapproval
and notifying the applicant of its right to apply for an administrative reconsideration or file
an administrative lawsuit according to law.

Article 54 After deciding to accept an application for registration, a company registration
organ shall decide whether or not to approve the registration within the prescribed time
limit according to the different circumstances:

(1) Where an application filed by an applicant coming to the company registration organ is
accepted, the company registration organ shall decide whether or not to approve the
registration on the spot.

(2) Where an application filed by an applicant by letter is accepted, the company
registration organ shall decide whether or not to approve the registration within 15 days
from the date of acceptance.

(3) Where an application filed by an applicant by such means as telegraph, telex, fax,
electronic data exchange or e-mail, the applicant shall, within 15 days from the date of
receipt of the Notice of Acceptance, submit the original application documents and
materials which are consistent with the contents of the telegraph, telex, fax, electronic
data exchange or e-mail and the statutory formats; where the applicant comes to the ’
company registration organ to submit the original application documents and materials,
the company registration organ shall decide whether or not to approve the registration on
the spot; where the applicant submits the original application documents and materials by
letter, the compa‘ny registration organ shall decide whether or not to approve the
registration within 15 days from the date of acceptance.

(4) Where a company registration organ does not receive the original application
documents and materials within 60 days from the date of issuance of the Notice of
Acceptance, or the original application documents and materials are inconsistent with the
application documents and materials accepted by the company registration organ, the
company registration organ shall decide to disapprove the registration.

Where a company registration organ needs to verify the application documents and
materials, it shall decide whether or not to approve the registration within 15 days from the
date of acceptance.

Article 55 Where a company registration organ decides to grant the pre-approval of a
company name, it shall issue a Notice of Pre-approval of Enterprise Name; where the
organ decides to approve the registration of formation of a company, it shall issue a Notice
of Approval of Formation Registration, and notify the applicant to collect a business
license within 10 days from the date of decision; where the organ decides to approve the
registration of modification of a company, it shall issue a Notice of Approval of Modification
Registration, and notify the applicant to replace its business license within 10 days from
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the date of decision; where the organ decides to approve the deregistration of a company,
it shall issue a Notice of Approval! of Deregistration, and recover the business license.

Where a company registration organ decides not to grant the pre-approval of a company
name or decides to disapprove a registration, it shall issue a Notice of Rejection of
Enterprise Name or a Notice of Rejection of Registration, explaining the reasons for its not
grar{ting the pre-approval or for its disapproval of registration and notifying the applicant of
its right to apply for an administrative reconsideration or file an administrative lawsuit
according to law.

Article 56 To conduct the registration of formation or registration of modification, a
company shall pay a registration fee to the company registration organ according to legal
provisions.

To collect a Business License of Enterprise Lega!l Person, the fee for registration of
formation shall be charged at 0.8%. of the total amount of the registered capital; where the
registered capital exceeds 10 million yuan, for the excess, such a fee shall be charged at
0.4%¢; where the registered capital exceeds 100 million yuan, for the excess, no such a
fee shall be charged.

To collect a Business License, the fee for registration of formation shall be 300 yuan.
To modify any registered item, the fee for registration of modification shall be 100 yuan.

Article 57 A company registration organ shall enter a company registration item which is
approved to be registered into the company register book for the public to consult and
copy.

Article 58 An announcement of revocation of the Business License of Enterprise Legal
Person or Business License shall be published by a company registration organ.

Chapter IX Annual Inspection

Article 59 From March 1 to June 30 each year, a company registration organ shall
conduct the annual inspection of companies.

Article 60 A company shall accept the annual inspection within the prescribed period of
time according to the requirements of the company registration organ, and submit an
annual inspection report, an annual balance sheet and profit and loss statement, and a
duplicate of the Business License of Enterprise Legal Person.

A company which has a branch shall clearly reflect the relevant information on the branch
in the submitted annual inspection materials, and submit a photocopy of the Business
License.

Article 61 A company registration organ shall examine the information on the company
registration items, on the basis of the annual inspection materials submitted by the
company.

Article 62 A company shall pay an annual inspection fee to a company registration organ.
The annual inspection fee shall be 50 yuan.
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Chapter X Management of Licenses and Archives

Article 63 The Business License of Enterprise Legal Person or Business License shall be
divided into original and duplicates, and the original and duplicates shall have equai legal
effect.

The original of the Business License of Enterprise Legal Person or the original of the
Business License should be placed on a conspicuous position at the residence of a
company or business premises of a branch of a company.

A company may, according to the business needs, apply for issuance of several duplicates
of the business license to the company registration organ.

Article 64 No entity or individual shall forge, alter, lease, lend or transfer a business
license.

Where a business license is lost or damaged, a company shall declare its invalidity in a
newspaper or periodical designated by a company registration organ, and apply for the
reissue of the business license.

Where a company registration organ decides to approve a registration of modification, a
deregistration or a revocation of registration of modification, and a company refuses to or
cannot hand in its business license, the company registration organ shall announce the
invalidity of the business license.

Article 65 A company registration organ may temporarily withhold a business license
which needs authentication, but the withholding period shall not exceed 10 days.

Article 66 The borrowing, excerpting, carrying or duplicating of the company registration
archives shall be carried out according to the prescribed powers and procedures.

No entity or individual shall modify, alter, mark or damage the company registration
archives.

Article 67 The patterns of the original and duplicates of a business license and the major
formats of documents or forms concerning the company registration shall be uniformly
formulated by the State Administration for Industry and Commerce.

Chapter Xl Legal Liability

Article 68 Where a company registration is acquired by falsification of the registered
capital, a company registration organ shalt order correction, and impose a fine of not less
than 5% but not more than 15% of the falsified registered capital; if the case is serious,
shall revoke the company registration or revoke the business license.

Article 69 Where a company registration is acquired by false submissions or other
fraudulent means, a company registration organ shall order correction, and impose a fine
of not less than 50,000 yuan but not more than 500,000 yuan; if the case is serious, shall
revoke the company registration or revoke the business license.



Article 70 Where a promoter or shareholder of a company makes any false capital
contribution, failing to deliver or failing to deliver as scheduled the monetary or
non-monetary property as the contribution, a company registration organ shall order
correction, and impose a fine of not less than 5% but not more than 10% of the amount of
the false capital contribution.

Article 71 Where a promoter or shareholder illegally withdraws its capital contribution
after the company is formed, the company registration organ shall order correction, and
impose a fine of not less than 5% but not more than 15% of the amount of illegally
withdrawn capital.

Article 72 Where a company fails to open business more than six months after its
formation without good reasons, or ceases business operation for more than six months
consecutively after opening business, a company registration organ may revoke its
business license.

Article 73 Where a company fails to conduct the relevant registration of modification
according to these Regulations for any modification of the company registration items, a
company registration organ shali order the company to conduct the registration within a
prescribed time limit; and, if the company fails to do so within the prescribed time limit,
shall impose a fine of not less than10,000 yuan but not more than100,000 yuan. In
particular, where the business scope of a company to be modified includes any item which
must be reported for approval according to 3 law, administrative regulation or decision of
the State Council and such an approval is not acquired, if the company engages in the
relevant business operation without the approval and the case is serious, the company
registration organ shall revoke its business license.

Where a company fails to conduct the relevant record-filing formality according to these
Regulations, the company registration organ shall order the company to conduct it within a
prescribed time limit; and, if the company fails to do so within the prescribed time limit,
shall impose a fine of not more than 30, 000 yuan.

Article 74 Where a company fails to notify its creditors by a notice or by an
announcement of a merger, separation, reduction of registered capital or liquidation, a
company registration organ shall order correction, and impose a fine of not less than 10,
000 yuan but not more than 100, 000 yuan.

Where, in liquidation, a company conceals any property, makes any false record in its
balance sheet or property checklist, or distributes the company property before repayment
of debts, a company registration organ shall order correction, and impose a fine of not less
than 5% but not more than 10% of the amount of concealed property or distributed
property before repayment of debts on the company; and shall impose a fine of not less
than 10, 000 yuan but not more than100, 000 yuan on the directly responsible person in
charge and other directly liable persons.

Where, during the period of liquidation, a company engages in any business operation
irrelevant to the liquidation, the company registration organ shall impose a warning, and
confiscate the illegal proceeds.
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Article 75 Where a liquidation group fails to submit a liquidation report to the company
registration organ according to legal provisions, or the submitted liquidation report
conceals any major fact or has any major omission, a company registration organ shall
order correction.

Where any member of a liquidation group takes advantage of his power to practice
favaritism, seeks any illegal proceeds or encroaches on any company asset, the company
registration organ shall order return of the company asset and confiscate the illegal
proceeds, and may impose a fine of not less than the amount but not more than 5 times
the amount of illegal proceeds. .

Article 76 Where a company fails to accept the annual inspection according to legal
provisions, a company registration organ shall impose a fine of not less than 10,000 yuan
but not more than 100,000 yuan, and order it to accept the annual ingpection within a
prescribed time limit; and, if the company still fails to accept the annual inspection within
the prescribed time limit, shall revoke its business license. Where a company conceals the
truth or make falsification in the annual inspection, a company registration organ shall
impose a fine of not less than 10,000 yuan but not more than 50,000 yuan, and order
correction within a prescribed time limit; and, if the case is serious, shall revoke its
business license.

Article 77 Where a company forges, alters, leases, lends or transfers its business
license, a company registration organ shall impose a fine of not less than 10,000 yuan but
not more than 100,000 yuan; and, if the case is serious, shall revoke its business license.

Article 78 Where a business license is not placed on a conspicuous position at the
residence of a company or business premises of a branch of a company, a company
registration organ shall order correction; and if the ordered correction is refused, shall
impose a fine of not less than 1,000 yuan but not more than 5,000 yuan.

Article 79 Where an institution which undertakes the asset appraisal, capital verification
or verification of certificates provides any false materials, a company registration organ
shall confiscate the illegal proceeds and impose a fine of not less than the amount but not
more than 5 times the amount of the illegal proceeds, and the relevant competent
department may also order the institution to suspend business operation, revoke the
qualification certificates of the directly liable persons, and revoke its business license.

Where an institution which undertakes the asset appraisal, capital verification or
verification of certificates negligently submits a report containing any major omission, a
company registration organ shall order correction; and if the case is relatively serious,
shall impose a fine of not less than the amount but not more than 5 times the amount of its
proceeds, and the relevant competent department may order the institution to suspend
business operation, revoke the qualification certificates of the directly liable persons and
revoke its business license.

Article 80 Where any entity fails to register itself as a limited liability company or a joint
stock limited company according to law but acts in the name of a limited liability company
or a joint stock limited company, or fails to register itself as a branch of a limited liability
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company or a joint stock limited company according to law but acts in the name of a
branch of a limited liability company or a joint stock limited company, a company
registration organ shall order correction or impose a ban, and may impose a fine of not
more than 100,000 yuan.

Article 81 Where a company registration organ approves an application for company
registration which does not meet the prescribed conditions, or disapproves an application
for company registration which meets the prescribed conditions, the administrative
sanctions shall be imposed on the directly responsible person in charge and other directly
liable persons according to law.

Article 82 Where a superior department of a company registration organ orders the
company registration organ to approve an application for company registration which does
not meet the prescribed conditions or disapprove an application for company registration
which meets the prescribed conditions, or covers up any illegal registration, the
administrative sanctions shall be imposed on the directly responsible person in charge
and other directly liable persons according to law.

Article 83 Where a foreign company forms any branch within the territory of China
without approval in violation of the Company Law, the company registration organ shall
order correction or closedown, and may impose a fine of not less than 50, 000 yuan but
not more than 200, 000 yuan.

Article 84 Where a company engages in serious illegal activities in the name of the
company, which compromises the national security or public interest, its business license
shall be revoked.

Article 85 Where a branch of a company commits any illegal act as prescribed in this
Chapter, the provisions of this Chapter shall apply.

Article 86 Where a violation of these Regulations constitutes a crime, the criminal liability
shall be investigated according to law.

Chapter XII Supplementary Provisions

Article 87 The registration of a foreign-funded company shall be subject to these
Regulations. Where a law on foreign-funded enterprise provides otherwise for the
registration of a foreign-funded enterprise, such a law shall apply.

Article 88 Where the formation of a company must be reported for approval according to
alaw, administrative regulation or decision of the State Council, or the business scope of a
company includes any item which must be reported for approval before registration
according to a law, administrative regulation or decision of the State Council, the State
Administration for Industry and Commerce shall compile and publish a Catalogue of
Administrative Licensing before Enterprise Registration according to the relevant laws,
administrative regulations and decisions of the State Council.

Article 89 These Regulations shall come into force on July 1, 1994,
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Order of the State Council
(No. 489)

The Regulation on the Administration of Futures Troding. which was adopted at
the 168th executive meeting<!--168th utive meeting--> of the State Councll on
February 7, 2007, is hersby promulgated and shall come into force as of Apiril 15,
2007.

Premier Wen Jiaboo
March 6, 2007

Regulation on the Administration of Fulures Trading

Chapter | General Provisions

Article | This Regulation Is formulated for the purposes of regulating futures trading,
intensifying the supervision and administration over futures trading, maintalning
the futures market order. preventing risks, protecting the legitimate rights and
interests of ali parties to futures trading as well as the public interests, and
promoting the vigorous but stable development of the futures market.

Article 2 All entities and individuals engaging in futures trading, including the
trading bosed on commodities contracts, financial tutures and options contracts,
and other relevant activities, shall abide by this Regukation.

Article 3 The princlple of openness, fainess. impartiality and good faith shall be
observed in the futures trading activities. it Is prohibited to conduct violations such
as fraud. inside transactions and manipuloted futures tradirg prices.

Article 4 The tutures trading shall be ccrriéd out in the futures exchanges
established in accordance with the law o1 in other trading places as approved by
the futures regulatory institution of the State Council.

If is prohibited to cany out futures trading in any place other than those as
opproved by the futures regulatory institution of the State Councit and it Is
prohiblted 1o carry out futures frading in any disguised form,

Asticle 5 The futures regulatory institution of the State Council shall supervise and
administer the futures markets in a centratized manner. ’

The offices dispatched by the futures regulatory institution of the State Council
shall perform thelr sudervisory functions according to the relevont provisions of this
Regulation and under the authorization of the futures regulatory institution of the
State Council.

Chapter Il Futures Exchange

Article 6 The establishment of a futures exchange shall be subject to the
examinafion and approval of the futures regulatory institution of the State Councit.
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Without approval of the futures regulatory institution of the State Council, no entity
or individual may set up any futures exchange or organize any futures trading and
other relevant activities in any form.

Article 7 A futures exchange shall not take profit-making as its purpose. it shall
conduct seff-disclplinary management according to its Artictes of association. it
shall bear civil fiabilities to the extent of ali of its properties. Its person-incharge
shall be appointed and dismissed by the futures reguiatory Institution of the State
Council.

The administrative measures for futures exchanges shall be formuated by the
futures regulatory institution of the State Council.

Asticle 8 The members of a futures exchange shall be enterprises with legal person
status or other economic organizations established and registered within the
territory of the People’s Republic of China.

A futures exchange may adopt a graded member clearing system. The members
under the giaded member clearing system comprise of clearing members and
non-cleoring members.

The clearng business qualifications of a clearing member shatl be subject to the
approval of the fulures regulatory institution of the State Council. The futures
regulotory inshitution of the State Council shall make a decision of approval or
disapproval within 3 months after it accepts an appfication for the clearing
business qualifications.

Article 9 Anyone who is under any of the circumstances as described in Article 147
of the Company Low of the People’s Republic of China or under any of the
following circumstances shall not assume the post of the persondn-charge or
accountant of the futures exchange:

(Five years have not lapsed from the day when the person-incharge of a
futures exchange. stock oxchange or securities register & Clearing institution, or
the director, supervisor or senior manager of a futues company or securities
company, or any other person as prescribed by the futures regulatory institution, is
removed from his post because of his violation of disciplines; or

(2) Five years have not lapsed from the day when a lawyer, certified public
accountant, or professional of an investment consuftation institution, financial
consultancy institution.  credit rating institution. asset appralsal Institution or
verification institution, is removed from post because of his violation of disciplines.

Article 10 A futures exchange shall, in pursuance of this Regulation and fhe
provisions of the futures regulatory institution of the State Ccuncll, formulate and
improve various rules and strengthen the centrol of risks of trading activities as well
as the supervision and administration over its members and staff. It shall perform
the following duties:
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(1o provide a trading place and relevant facilifies and services:
(2)To design contracts and arrange the fisting of contracts;

(3)To organize and supervise the transactions. clearing and delivery;
(@To ensure the fulfiiment of contracts;

(5)To supervise and administer its members according to its Articles of association
and trading rules; and

(©)YOther duties as prescribed by the futures regulatory institution of the State
Council.

No futures exchange may directly or indiirectly parficipate in futures transactions.
No futures exchange may. without passing the examinaton of the futures
regulotory institution of the State Council and being approved by the Stato
Council. make trust investments, stock investments, investments in non-self-use reat
property or engage in any other business irelevant o its duties.

Article 11 A futures exchange shall, under the relovant provislons of the State,
establish sound systems for the management of risks:

(HThe margin system;

(2)The mark-to-market system;

(3)The system of price limits;

(4)The system of position limits as well as reports of big position holders;
(5)The rutes on the reserve o risks;

©)Other risk management systerss as prescribed by the futures regulatory
institution of the State Council.

A fulures exchange which adopts the groded member clearing system shall
establish o sound system of security.

Article 12 At the occurrence of any abnormal circumstance in the futures market,
the futures exchange shali, according to the power and procedures as prescribed
in its Articles of association, decids to take the foltowing urgent measures and
shall immediately report it to the futures regulatory institution of the State Council:

(To uplift the margin;

(2)To adjust the price limits;

(3)To limit the maximum amount of futures held by its members or clionts;
(4)To suspend the transactions;

(8)To take other urgent measures.

The tem “abnormal clrcumstance” as mentioned in the preceding paragraph
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refers to the acts of manipulating the futures trading prices or the occurrence of
emergencies due for any force majeure and other clrcumstances as prescribed
by the futures regulatory institution of the State Council.

After the disappearance of an abnormal circumstance. the futures exchange
shafl timely cancel the urgent measures.

Article 13 To handle the following affairs, a futures exchange shall be subject to
the opproval of the futures regulatory institution of the State Council:

(DThe formulation of or modification to its Arficles of associotion of troding rules;
(QThe listing, suspension, cancellation or resumption of any type of transaction;
(3)The listing, modification or termination of any contract;

(4)The change of its domicile or business place;

(5)The merger, split-up or dissolution;

(©)Other aoffairs as prescribed by the futures regulatory Institution of the State
Councit.

To approve the listing of new transaction type in a futures exchange. the futures
regulatory institution of the State Council shall consult the opinions of the relevant
department of the State Council

Arficie 14 The revenues of a futures exchange shall be managed and used In
accordance with the relfevant provisions of the state. but shall first be utilzed to
ensure the operation and improvement of the futures exchange and the facitifies
thereof.

Chapter ill Futures Companies

Atticle 15 A futures company refers to o financial institution which Is established
according to the Company Law of the People’s Republic of China and this
Regulation and which engages in the business of futures. The establishment of a
futures company shall be subject to the approval of the futures regulatory
institution of the State Council and shall be registered in the company reglstration
organ.

Without approval of the futures regutatory institution of the State Councll, no antity
or indlvidual may establish any futures company to engage in the business of
futures, or do so in any disquised fom.

Article 16 To apply for establishing a futures company, the applicant shall safisty
the requirements in the Company Law cf the People’s Republic of China and the
following conditions:

(Dlts minimum registered capital shall be 30 millon yuan;

(lts directors, supervisors and senior managers have obtained the qualifications
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for assuming thelr posts and its employees have obtained the futures practicing
qualifications;

)t has its Articles of association which confom to the laws and administrative
regulations;

(@Its main sharehoiders and actual controliers have a sustainable profit-making
copacity and a good reputation, and none of them has any record of serious
violation during the recent 3 years;

Ot has a qualified business place and operation facllities;
(6)It has sound risk management and intemal control systems;

(@)Other conditions as prescribed by the futures regulatory institution of the State
Council.

The futures regulatory institution of the State Councl may, according to the
princlple of prudent supenvision and the degree of risks of various businesses,
Increase the minimum amount of the registered capital. The registered capital
shall be actually paid-in capital. The shareholders shall make capital contributions
in cosh or in kind essential to the business operations of a futures company and
the capital contributions in cash shall not be less than 85% of the total.

The futures reguiatory institution of the State Council sha'l, within ¢ months after it
accepts an application for the establishment of a futures company, examine it
occording to the principle of prudent supendsion, and make o decision of
approval or disapproval.

Without approval of the futures regulatory institution of the State Councll, no entity
or individual may entrust any other person of accept any other person's
entrustment to hold or manage the stock rights of any futures company.

Adticle 17 A futures company shall be subject to the tcensing system. The futures
regulatory institution of the State Councll shall grant it a permit according to the
business type such as commodity futures and finoncial futures. Besides the
domestic futures brokerage. a futures company may apply for engoging in
overseas futures brokerage, futures investment consuttation and other futures
businesses as prescribed by the futures regulatory institution of the State Council.

No futures company may engage in any activity which has nothing o do with the
business of futures, unless it is otherwise provided for by any law. administrative
regulation, or by the futures regulatory institution of the State Councit.

No futures company may engage in any self-operation business of futures or do so
in any disguised form,

No futures company may provide financing service to its shareholders, actual
controllers or other affiliated parties, or provide guaranty to outsiders.

Article 18 For a futures company engaging in brokerage business, if it accepts the
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enfrustment of any client and conducts, in its own name, any futures transaction
for its client. the transaction results shall belong to the client.

Article 19 Where a futures company intends to hondie the following affairs, it shall
be subject to the approval of the futures reguiatory institution of the State Council:

(1The merger, split-up. suspenslon of business, dissolution or bankruptcy:
(2)The change ot its company form;

(®)The change of its business scope:

@)Inhe change of its registered capital;

(5)The change of 5% or morse of its stock rights;

(©)The establishment, acqulsition, taking shares, or termination of any overseas
futures institution; or

(7) Other aftalis s prescribed by the futures regulatory instttution of the State
Councli.

The affairs as mentioned in Items (4) and (7) of the preceding paragraph, the
futures regulatory institution of the State Council shall, within 20 days after it
accepts an application, make a decision of approval or disapproval, For other
affairs as described in the preceding paragraph, the futures regulatory institution
of the State Council shall, within 2 months after it accepts an application, make a
decision of approval or disapproval.

Article 20 Where a futures company intends to handie any of the following affairs,
it shall be subject 1o the approval of the office dispatched by the futures
regulatory institution of the State Council:

(1)To change its legal representative;
)To change its domicile or business place:
(3)To establish or terminates branch within China;

@To change the business place, person-in-charge or busingss scope of any
branch within Chino; or

(8)Omer affalrs os prescribed by the futures regulatory institution of the State
Council.

The offairs as mentioned in Items (1), (2). (4) and (5) of the preceding paragiaph,

the office dispatched by the futures regulatory institution of the State Council shall,

within 20 days after It accepts an application, make a decision of approval or
disapproval. For the affairs as described em (3) in the preceding paragroph, the
office dispatched by the futures regulatory institution of the State Council shall,
within 2 months after It accepts an application. make a decision of approval or
disapproval.
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Asticle 21 Where a futures company or any of its branches Is under any of the
circumstances as described in Article 70 of the Administrctive License Law of the
People’s Republic of China of under any of the following circumstances, the
futures reguiatory institution of the State Council shall cancel its futures buslness
permit:

(1its business ficense is cancelled by the company registration organ;

(2)Without any justifiable reason, it fails to start business operations after the lapse
of 3 months as of its establisnment of suspends its business operations for 3
consecutive months or longer:

()its files a canceliation agplication on its own initiative; and

(AOther circumstances as prescribed by the futures regulatory institution of the
State Council.

Before a futures company cancels its futures business permit, it shali seftie the
relevant futures businesses and retum the margin and other assets to Its clionts in
pursuance of the law. Any branch of the futures company shall, prior to the
cancetliation of the business permit, terminate its business actwities and shaill
properly settie the clients’ assets.

Article 22 A futures company shall fermulate sound business management rules
and fisk management rules and strictly Implement them. It shall abide by the
information disclosure rules, ensure the safe custody of the clients’ margin, and
under the provisions of the futures exchange, report to the futures exchange the
name list of its big clients and the relevant transactions.

Article 23 Other futures institutions engaging in futures investment consultation
services and providing intermediary services for futures companies shall obtaln the
procticing qualifications as approved by the futures regulatory institution of the
State Council. The concrete administrative measures shall be formulated by the
futures regulatory institution of the State Council.

Chapter IV Basic Rules on Futures Tracing

Article 24 The parties conducting futures frading in a futures exchange shai be
members of the futures exchange.

Article 25 A futures company which accepts a client's entrustment to trade futures
on his account shall provide the client in advance with a risk disclosure statement,
and ofter the chent has confimed this with his signature, it shat sign a written
contract with the client. No futues company may conduct futures frading without
client’s entrustment or without following the client’s entrustment.

No futures company may make any promise of profits 1o its clients or agrec on
sharing profits or risks with its clients.

Article 26 The following entities and Individuals shall not engage in futures trading.
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No futures company may accept their entrustment to tade futures on their
account:

(1)The state organs and public institutions;

(@The futures reguiatory institution of the State Council, the futures exchanges, the
institution monitoring the sate custody of futures margin. as well as the personnel
of the associations of the futures Industry;

(3) The persons prohibited to enter Into the futures market;

@The entities and individuals offer documents certifying that they have opened
an account; and

(5)Other entities and individuals not allowed to trade futures as prescribed by
futures regulatory institution of the State Council,

Article 27 A client may give frading instructions to the futures company in writing,
by telephone. thiough the internet or other methods as prescribed by the futures
regulatory institution of the State Council. The client’s frading instructions shall be
clear and complete.

No futures company moy induce ony client to give trading instructions by
concealing any important event or by any other improper means.

Article 28 A futures exchange shall timely announce the details concerning the
futures contracts of the marketed varieties, including the trading volume, trading
price, volume of positions held, the highest and fowest prices. opening and
closing prices. and other real time market information which should be
announced., and ensure that the information announced is truthful and accurate.
No futures exchange may release any information on price forecasts.

Without permission of the futures exchange. no entity or individual may release
the real time market information about futures trading.

Articie 29 The margin system shall be strictly observed in the futures trading. The
margin, which a futures company collects from its clients, shall not be lowser than
the rates as prescribed by the futures regulatory instifution of the State Councll, or
by the stock exchange, and shall be separated from the futures company’s own
money and be deposited in a special account.

The margin. which a futwres company collects from its clients, belongs to the
clients. Such margin shail be stictly prohibited from being used for any other
purpose except for the setitement among its members.

The margin, which a futures company collects from its clients, belongs to the
clients. Such margin shall be strictly prohibited from being used for any other
purpose except for the following transferable circumstonces:

(1)To pay the money avaitable of the request of the clients;
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(2)To deposit the margin or pay commissions of taxes on the clients’ account; and

(3)Other circumstances as presciibed by the futures regulatory institution of the
State Council.

Article 30 A futures company shall open & separate account and set up a
separate trading code for each of its clienss and may not mix up the codes in its
futures trading.

Article 31 For o tutures company engaging in the futures brokerage business and
other futures businesses, it shall stiictly faliow the principle of separation of business
and separation of funds. and shall not mix them up.

Article 32 The members and clients of a futures exchange may offer standard
warehouse receipts. government bonds and other negotioble securities with
stable value and high liquidity as thelr margin for the futures trading. The types,
methods for calculation, and the proportion of negotiable securities to serve as
margin shall be prescribed by the tutures reguiatory institution of the State Council

Article 33 The qualifications of a banking financial institution engaging in the
custody of futures margin ond in the setlement of futures shall, upon examination
and approval of the banking regulatory institution of the State Council, be
repoited 10 the futwes regulatory institution of the State Council for approval

Article 34 The clearing members of a futures exchange, futures company or
non-futures company shall. In accordonce with the orovisions of the futures

regulatory institution of the State Council and of the finance department, prepare,

manage and use the risk reserve, shall not misappropriate it.

Asticle 35 The items of, rates and administrative measures for service fees shall be
uniformly formulkated and announced by the relevant administrative department
of the State Council.

Article 36 The futures rading shall be in an open and centralized manner or in any
other form as approved by the future regulatory institution of the State Council.

Article 37 The settlement of futures frading shall be uniformly organized by the
futures exchange.

The futures exchange shall adopt the mark-to-market system. It shall timely inform
its members of the trading results on the current day.

A futures company shall settie its fransactions cccording to the settiement result of
the futures exchange and shall timely inform the client of the settlernent result in a
form as agreed to befween it and the client. The client shall timely consult and
properly deal with his trading positions.

Arlicie 38 If the margin of a member of a futures exchange is not sufficient, such
member shall timely replenish the margin or close his gositions on his own initiative.
If the said member fai's to do so within the time limit as prescribed by the futures
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exchange, the futures exchange shall forcibly close hls futures contract, and the
relevant expenses ot losses so incuwred shatl be borne by the member.

If the margin of a client of a futures exchange is not sufficient, such client shall
timaly replenish the margin or close his positions on his own initiative. If the said
membe fails to do so within the time fimit as prescribed by the futures exchange,
the futures exchange shall forcibly close his futures contract, and the relevant
expenses or losses so incurred shall be borne by the client.

Articie 39 The defivery in futures frading shall be uniformiy organized by the futures
exchange.

The delivery warehouse shall be designated by a futures exchange. The futures
exchange shall sign an agreement with the delivery warehouse to specify their
respective rights and obligations. The delivery warehaouse shall not:

(Dissue any false warehouse receipt;

(2)violate the business rules of the futures exchange by imposing restrictions on the
goods 1o enter or leave the delivery warehouss;

d)divulge any business secret relating 1o the futures trading:;

(4) violate the relevant provisions of the state by participating in the futwes
trading; or

(S)conduct any other acts as prescribed by the futures regulatory institution of the
State Counctl.

Article 40 Where any member breaches the contract in futures trading, the futures
exchange shall first use the member’'s margin to bear the liabiity for breach
contract. If the margin is not enough, the tutures exchange shall use ifs risk reserve
and its own funds to bear the liabilities on that member’s account, and be entitied
to claim repayment afterwards agalinst the member in question.

Where a client breaches a contract in futures trading. the futures exchange shall
first use the client’s margin to bear the tiabllity for breach of contiact. If the margin
is not enough, the futures exchange shall use lts risk reserve and ifs own funds to
beor the liabilities on that client’s account, and be entitied to claim repayment
afterwards against the client in question.

Article 41 A futures exchange which adopts @ graded member clearing system
shall collect a sum of security from each of its clearing members. It merely makes
settiement with the clearing members, callect securlty money and supplemental
secuity money, and bear the liabilities for breach of contract on the clearing
members’ account with the clearing security money, risk reserve and its own fund.
and take other relevant measuras. The clearing members shall make settiement
with the non-cleafing members, collect security money and supplemental security
money. ond bear the liabilities for breach of contract on the non-clearing
members’ account with the clearing security money. risk reserve and thelr own
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fund, and toke other retevant measwes.

Article 42 The clearing members of o futures exchange or future company of
non-futures company shall enswe the completeness and safety of the futures
trading. settliement and delivery materials.

Article 43 No entity or individual moy make up or spread any false information
about futures frading, or manipuiate the futures frading prices by malicious
collusion, joint trading or by other means.

Article 44 No entity or individual may use any credit fund or treasury fund to
conduct futures trading.

The qudlifications of a banking financiat institution to engage in the financing or
guaranty business relating to tutures frading shall be subject to the approval of the
bonking reguilatory institution of the State Council.

Article 45 To conduct futures trading at home and atroad, the stote-owned or
state controlled enterprises shall follow the hedging principte and strictly abide by
the relevant provisions of the state-owned asset supervision and administration
institution of the State Council and other relevant departments on enterprises’
. entering the futures market with state-owned assets.

Article 46 The commerce administrative department of the State Council shall
examine and verify the varleties of overseas commodity futures which may be
traded by the domestic entities of individuols.

The purchase. setlement, incomes and expenses of foreign exchonge under the
overseas futures shall conform to the relevant provisions of the state on the
administration of foreign exchange.

The measures for domestic entities or individuals 10 conduct overseas futures
trading shall be formulated by futures regulatory institution of the State Council
jointly with the commerce administrative department, state-owned asset
supervision and administration institution, banking regulatory institution, foreign
exchange administrative department and other relevant departments of the
State Councii, and shall be implemented upon approval of the State Council.

Chapter V Associotlons of the Futures industry

Article 47 An association of the futures industry shall be a self-discipfinciry
organization of the futures Industry. It is a social osganization with the legal person
status.

The futures companies and other institutions specially engaging In futures business
operations shall join an association of the futures industry and pay the
membership fee.

Acticle 48 The organ of power of an association of the futures industry shall be the
general assembly of its members.
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The Articles of association of the association of the futures industry shall be worked
out by the general assembty of members and shall be submitted to the futures
regulatory institution of the State Councit for archival purposes.

The association of futures industry shall set up a council. The members of the
council shall be elected under the Articies of association.

Articte 49 The association of the futures industry shall pertorm the following duties:

(To orgonize the members and educate them to obide by the laws. regulations
and policies on futures;

()To work out industrial self-disciplinary rdes which shall be followed by the
membaers, to supervise and inspect the members’ acts. and give a disciplinary
sanction to any member who violates the Ardicles of association or self-disciplinary
. rules of the association:

(3)To be responsible for the recognition, management and revocation of the
qualifications of the practitioners;

@To accept the dlients’ complaints relating to the futures business, and to
mediate the disputes between the members and between the members and
clients;

(6)To protect the legitimate rights and interests of the members, and to report to
the futwes regulatory institution of the State Council the suggestions and
demands of the membaers;

(6)To organize the vocational training for the proctittoners and canying out
vocational exchanges between its members;

(7)To organize its members to do research on the development and operation of
the futures industry; and

(8)Other duties as prescribed in the Articles of association of the futures industry.

The activities of the association of the fulures industry shall be subject to the
guidance and supervision of the futures reguiatory institution of the State Council.

Chapter Vi Supervision and Administration

Atticle 50 The futures regulatory institution of the State Councll shall exercise
supervision and administration on the futures market. It shall perform the following
duties:

(1)¥o formutate rules and regulations on the supervision and administration of the
futures market and to exercise the power of examination and approval;

(2)To supervise ond administer the listing of the varieties of futures, the trading.
sefttement, delivery and other relevant activities relating 1o the futures trading:

(3)To supervise and administer the futures business activities conducted by the
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futures exchanges. futures companies and other futures institutions, clearing
members of non-futures companies, institution monitoring the sofe custody of
futures margin. custodion bank of the futures margin. deflivery warehouses and
other market participonts;

@To formulate the qualification standards and administrative measures for the
futures practitioners. and to exercise supervision:

(O)To supervise the publicity of information about supervision and inspection on
futures frading;

(6)To guide and supenvise the activities of associations of the futures industry:

(Mo punish any volation of law or administrative regarding the supervision and
administration of futures market:

(8)To carry out Intemational communication and cooperation activities relating to
the supervision and administration of the futures market: and

(9)Other dutles as prescribed by the laws and administrotive regutations.

Article 51 The futures reguiatory institution of the State Council may take the
following measures when performing its duties:

(HTo conduct on-the-spot inspections on ihe futures exchanges. futures
companies and other futures Institutions, clearing memkers of non-futures
companies, institufion monitoring the safe custody of futures margin, custodian
bank of the futures margin and delivery warehouses;

(2)To make investigation and collect evidence in a place where a suspected
violation has occurred:;

(3)To question the parties concemed or any entity or individual relating to a case
under investigation and requiing the relevant entity or person to glve
explanations on the matters relating to a case under investigation;

(4)To consult and copy such materials as the register of property right relating to
the case under Investigation;

(5)To consult and copy the futures trading records. financkal materials and other
relevant documents and materials of the parties concemed and other entities
and individuals relating to the case under investigation, and to seal up the
documents and material that may be transferred, conceated or damaged;

(6)To consult the margin account and bank account of the relevant entities
relating to the case under Investigation;

(7) When investigating Into any serious violation such as manipulation of the
futures lading prdce or insider tading. it may. upon the approval of the
person-in-charge of the futures trading regulatory institution of the State Council,
restrict the futures trading of the parties concerned in a case under investigation,

Public

File 156

2045




Public
File 155

whereby the restriction temn shall not exceed 15 trading days. Under any
complicated circumstance, the teim of restriction may be extended for another
30 trading days: and

(8)Other measures as prescribed by the lkaws and administrative regulations.

Arficle 52 The futures exchanges. futures companies, other futures institutions, as
well as institution monitoring the safe custody of futures margin shall submit fo the
futures regukatory institution of the State Councll thelr financial statements,
operation matetlals and other relevant materiols.

With regard 1o the annual reports submitted by the futures companies and by
other futwes institutions. the futures reguatory institution of the State Councii shall
designate special persons to examine them and work out examination reports.
The examiners shail affix thelr signatures to the examination reports. Where any
problem is found in the examination, the futures regulatory institution of the Stote
Council shall take corresponding measures.

Where necessary. the futures reguiatory Institution of the State Council may
require the clearing members of non-futures companies, delivery warehouses, as
well as the shareholders, actual controllers or other affiiated partles of futures
companies to submit relevant materials.

Article 53 The futures regulatory institution of the State Council performs its duties
such as carrying out supervision and inspectlon or making an Investigation, the
entities and individuals under inspection or investigation shall cooperate with it,
faithfully provide relevant documents and materials, shall not refuse to do so.
hamper the inspection or investigation or conceal any relevant information. Other
relevant departments and entities shall support and cooperate with it.

Article 54 The state shall set up a futures investor guarantee fund geared 1o the
development of the futures market.

The concrete measures for the raising. management and use of the futures
investment fund shall be formulated by the futures regulatory Institution of the
State Council jointly with the finance department of the State Council.

Article 55 The futures regulatory institution of the State Council shall establish a
sound system for the monitoring of the safe custody of margins and set up an
Institution to monitor the safe custody ot margins.

The clients ond the futures exchange, futures companles and other futures
institutions, clearing members of non-futures companies as well as the custodian
banks of futures margins shall observe the provisions of the futures regulatory
institution of the State Council on the monitoring of the safe custody of margins.

Article §6 The institution monitoring the safe custody of futures margins shall, in
accordance with tha relevant provisions. monitor the safety of the margins, check
it everyday and immediately report to the futures regulatory institution of the State
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Council the problems it finds. if any. The futures regulatory institution of the State
Council shall. in light of different circumstances, timely tackle such problems under
the relevant provisions of this Reguiation.
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Articte 57 The futures reguiatory institution of the State Council shall adopt a -

qualification administration system for the directors, supervisors, senior managers
and other futures practiioners of futures exchanges, futures companies, other
futures institutions, as well as of institutions monitoring the safe custody of futures
margin.

Article 58 A futures regulatory institution of the State Council shall formulate rules
on the sustainable business operation of futures companies, which shall contain
such risk supervision indicators as the ratio between the net capital and the net
assets, the ratio between the net capital and the business scale of domestic and
overseas futures brokerage businasses, as well as the ratio between the current
assets and the cument liabilities of o futwres company, and specify the
requirements for the business operation conditions, risk management, intemnal
control. custody of margins, and affiliated transactions of the futures company
and its branches.

Article 59 Where a futures company or any of its branches does not conform to
the sustcinable business operafion rulgs or where any business operation risk
occurs in a futwes company or In any of its branches, the futures regulatory
instifution of the State Council may take such supervisory measures as arranging
for an interview with or giving o waming to or keeping a credit record of the
futures company and ifs directors, supervisors and senior managers, or order the
futures company to make a comection within a time limit and check the
rectification resuit.

If the futures company fails to make a correction and If its act severely endangers
the stable and sound operafion of the futures company and impalrs the
legitimate rights and interests of its clients, or if it Is under investigation of the futures
reguiatory institution of the State Council because It is suspected of committing
any serious violation. the futures regulatory institution of the State Council may. in
light of diifferent circumstances, take the following measures:

(7o Imit or suspend some of its futures businesses;
(2)To stop the approval of any new business or new branch:

@)To restict the distribution of bonuses, 1o restrict the payment of remunerations
or provision of welfares to the directors, supervisors and senior managers;

(@)To limit the transfer of properties of setting any other fight to his properties;

(5)o order the futwes company to change ifs directors, supernvisors, senior
managers or the persons-in-charge of the relevant business departments or to limit
their rights;
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(6)To restict the allocation, transfer and utilization of the futures company’s own
fund or risk reserve; and

(7)To order the confroliing shareholders to transfer their stock rghts or 1o impose
restrictions on the relevant shareholders’ exercise of the shareholders rights.

After the rectification, if the futures company conforms to the relevant lows,
administrative regulations, as well as the requirements of the sustainabie business
operation rules, the futures reguiatory Institution of the State Council shall, within 3
days after the completion of a check, lift the relevant measures taken against the
futures compony.

It. after the rectification. the futures company still fails to satisfy the requirements of
the sustainable business operation rutes and if Its noimal business operation is
severely affected. the futures regulatory institution of the State Council shall have
the power to revoke the pemlt tor some or all of its futures businesses, o close
down its branches.

Article 60 If the illegal business operation of serous risk of any futures company
grossly disturbs the order of the futures market or impairs the clients’ interests. the
futures regulatory institution of the State Council may take such supervisory
measures as ordering it to stop its business for rectification or designating any other
institution to manage or toke it over. Upon approval of the futures regulatory
institution of the State Council, the following measures may be taken against the
directly liable directors, supervisors and senlor managers, as well as other directly
liable persons:

(DTo notity the exit administative organ to prevent them from leaving China: and

@)To ‘request the judicicl organ to prohibit him from moving, transferring his
propertios or disposing of his properties by any other means, or setting any other
right to his properties.

Article 61 Where a sharehotder of a futures company makes any fake copital
contribution or spirits awcy the registered capital, the futures regutatory institution
of the State Council shalt order it to make a coirection within a fime limit and may
order him to transter the stock rights of the futures company it holds.

Before the shareholder as prescribed in the preceding paragraph herein cosrecis
its vidlation and transfers the stock right of the futures company it holds acconding
to the relevant requirements, the futures regulatory authority of he State Council
may restrict the shareholders’ rghts thereof.

Article 62 At the occurrence of any abnormity In the futures market. the futures
regulatory institution of the State Councll may take necessary risk measures.

Article 63 The trading software and clearing software of a futures company shall
satisfy the requirements for the prudent business operation ond risk management
of the futures company as well as the relevant requirements of the fullies
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regulatory Institution of the State-Council for the monitoring of sofe custody of
margins. If the trading software or clearing sottware does not meet the relevant
requirements, the futures regulatory institution of the State Councit shall have the
power to require the futures company to improve it or replace It with another one.

The future regutatory institution of the State Council may requlre the supplier of the
trading software or clearing software of the futures company to offer materials
relevant to the software, the supplier shall be cooperative. The futures regulatory
institution of the State Council has the obligation to keep confidential the
pertinent materials provided by the supplier.

Arficle 64 Where o future company is involved in @ major lawsuit or arbifration, or
where the stock rghts of a futures company are frozen of used as o collateral, or
where any other maojor event occurs, the futures company and its relevani
shareholders and actual controllers shall, within 5 days affer the occurrence of tho
event. submit a written report to the futures regulatory Institution of the State
Councll.

Article 65 When an accounting fim, taw frm. asset appraisal institutlon or any
other Intermediary service institution provides relevant sewvices to tutures
companles ond other market participants, it shall ablide by the Ilows,
administrative regulations and other relevant provisions of the state on futures and
shall provide perfinent materials as required by the futures regulatory institution of
the State Council.

Article 66 The futures regulatory institution of the State Council shall. jointly with
other relevant departments, establish @ mechanism of Information sharing,
coordination ond cooperation in terms of supervision and administration.

The futures regulatory institution of the State Council mQy. jointly with the futures
regulatory authorities of other countiies or regions, establish a regulatory
cooperative mechanism to exercise transnational supervision and administration.

Article 67 Any of the personnel of the futures regulatory Institution of the Staie
Council, or of o futures exchange, institution monitoring the safe custody of futures
margin or custodian bank of futures margins shall be duteous, impartial and cloan,
and handle matters according fo law, and shall not take advantage of his post to
seek Improper benefits or divulge any commercial secret of the panty concernad
he has access to during his performance of duties. A

Chapter VIi Ltegat Liabilities

Article 68 Where a futures exchange or a clearing member of a non-futures
company commits any of the following acts. it shall be ordered to make a
correction, be given a waming, and its ilegal gains shall be confiscated:

(HAdmitting any member in vickation the relevant provisions;

(2) Charging commissions in violation of the relevant provisions;
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(3) Using or distributing fts proceeds in violation of relevant provisions;

(4) Foiing to bublish the reaktime information as stipuloted, or releasing any
information of prce forecast:

(5) Falling to fulfil its obligation to report to the futures regulatory Institution of the
State Councl as required;

(6)Falling 1o submit relevant documents or materials to the futures regulatory
Institution of the State Council as required;

(7)Failing to establish @ sound system of margin;
(8)fFailing to prepare. manage o1 use risk reserves as required:

(9)Violating the provisions of the futures reguiatory institution of the State Council
on the monitoring of safe custody of margin:

(10)mposing restrictions on the total volume of goods to be delivered by its
members;

(1 HEmpioyling persons ungualified tor the futures business; or

(12) Cther acts in violation of the provisions of the futures regulatory institution of
the State Council.

Where o futwres exchange commits any of the acts as specified in the preceding
paragraph, the directly lioble person-in-charge and other directly liable persons
shall be given a disciplinary sanction and shall be fined not less than 10, 000 yuan
but not more than 100, 000 yuan.

Any futures exchange which commits the act described in Item (2) of the first
paragraph in this Article shail be ordered to refund the overcharged commissions.

Where an institution monitoring the safe custody of futures margin commits any of
the acts as described in items (5). (6). 9). (11) and (12) of the second paragraph
of this Article. it shall be punished and given a sanction in accordance with the
provislons in the first and second paragrophs. If a custodian bank of futures margin
commits any of the acts as mentioned in Item (9) and (12) of the first paragraph ot
tis Article, it shall be punished and given a sanction in accordance with the
provisions of the first and second paragraphs.

Articte 69 Where a futures exchange o any cleoring member of a non-futures
company commits any of the following acts, it shall be ordered to make a
correction, be given a warning. have its ilegal gains confiscated, and be finad
not fess than one time but not more than five times the iltlegal gains. If there are no
llegal gains or the amount of the iltegal gains is less than 100, 000 yuan, it shall be
fined not less than 100, 000 yuan but not more than 500, 000 yuan. If the
circumstance Is serious, it shall ordered to suspend its business for rectification:

(1) Handling any of the matters as described in Article 13 of this Regulation without
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approval;

(QAllowing any member to conduct futures trading when ifs margin is not
sufficient:;

@)Directly ¢r indirectly parficipating In future trading. or engaging in any business
which has nothing to do with its duties;

(@)Collecting mcrgins or diverting the margins to other purposes in viclation of
relevant provisions;

(S)Fatsitying or altering futures trading. setttement and clearing materials. or failing
to preserve such materials as required;

(OFailing to estabiish or Implement systems of mark-to-market system, price limits,
posifion limits as well as reports of big position hoiders;

(7) Rejecting or obstructing supervision or inspection by the future reguiatory
institution of the State Councll; or

(8)Other acts in violation of the provisions of the futures regulatory institution of the
State Counci.

Where a fixtures exchange or any clearing member of a non-futures company
commits any of the acts specified in the preceding paragraph, the diractly llable
person-in-charge and other drectly liable person shall be given a disciplinary
sanction and fined not less than 10,000 yuan but not more than 100,000 yuan.

Where an institution monitoring the safe custody of futures margin commits any of
the acts as mentioned in Items (3), (7) and (8) of the first paragraph of this Artice,
it shall be punished or given a sanction in accordance with the first and second
paragrephs.

Asticle 70 Where a futures compony commits any of the following acts. it shall be
ordered to make a comection, be given a waming. have its itlegal gains
confiscated, and shall be fined not less than one time but not mote than thiee
times the illegal gains. If there are no ittegal gains o if the amount of ilegal gains Is
less than 100, 000 yuan, it shall be fined not less than 100, 000 yuan but not meare
than 300. 000 yuan. If the circumstonce is serious, it shall be ordered to stop
business for rectification or have its futures business permit revoked:

(DAccepting the entrustment of any entity or individual who does meet the
relevant conditions;

(2)Allowing any client to conduct futures trading when its margin is insufficient;

(3)Handling the matters os listed in Articles 19 and 20 cf this Regulation without
opprovat;

(4)Carrying out any activities which have nothing 10 do with the futures business:

(5)Engaging in seif-operation business of futures or doing so in any disguised form;
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(6)Providing financing service to its shareholders, actual controflers or other
affiiated parties, or providing guaranties to outsiders;

(7)Viokating the provisions of the futures regulatory institution of the State Council
on the monitaring of the safe custody of margins;

(B)Failing to perform the obligation to repart to or submit the relevant documents
and materials to the futures regulotery institution of the State Council under the
relevant provisions;

@Using any frading software or clearing software which does not satisfy the
requirements for the prudent business operation and risk management of the
futures company or the relevant requirements of the futures regulatory institution
of the State Council for the monitoring of safe custody of margins:

QO)Failing to prepare. mancge or use risk reserves as required:;

Q1) Fatsifying or altering futures trading. setflement and clearing materials, or
failing to preserve such materials in accordance with the retevant provisions;

(12)employing persons unqualified for the futures business:

(N)Counterfeiting, attering. renting, lending, buying or sefing any futures business
permit or business license;

(14)Conducting any dealings by mixing up the codes:

(15)Rejecting or obstructing the supervision or inspection by the futures regulatory
Institution of the State Council; or

(16)Other acts In violation of the provisions of the futures regulatory institution of
the State Council.

Where a fixtures company commits any of the acts as specified in the preceding
paragraph, the directly llable person—ir{-chcrge and other directly lioble persons
shail be given a disciplinary sanction and be fined not less than 10, 000 yuan but
not more than 50, 000 yuan. If the clrcumstance is serious, the qudiifications for
assuming the relevant posts and the futuros practitioners’ qualifications shall be
suspended or revoked.

Where a futures institution other than a futures company commits any of the acts
as described in items (8). (12). (13), (15) and (16} of the first paragraph, it shall be
punished in accordance with the first and second paragraphs of this Arficle.

Where a shareholder, actual controller or any other affiliate of a futures company.
without approval, entrusts others or accepts others’ entrustment to hold or
manage the stock rights of the futures company, or refuses to be cooperative
during the inspection of the futures regulatory institution of the State Council, or
refuses to perform the obligation to report of submit the relevant information and
materials as required, or submits or provides any information or materials with any
false record or misleading statement or sericus omission, it shall be punshed in
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accordance with the first and second paragraphs of this Article.

Article 71 Where a futures company commits any of the following acts cheoh‘ng
the clients, it shall be ordered to make a corection, be given a warmning, hove its
illegal gains confiscated ond be fined not less than one time but not more than 5
fimes the illegal galns. If there are no ilegal gains or the amount of illegal gains is
less than 100, 000 yuan, it shall be fined not less than 100, 000 yuan but not more
than 500. 000 yuan. if the clrcumstance s serious, it shall be ordered to make a
rectification or have its futures business pemit revoked:

(1) Moking a promise of profits to its clients or failling to provide the clients in
advance with a risk disclosure statement as required:;

(Agreeing to share profits or risks with its clients in the business of brokerage;

Faling to occept the entrustment of any client or faiing to conduct futures
frading according to the entrustment ot any client;

(@Inducing any dlient to give trading instructions by conceating any important
event or by other Improper means;

(G)Providing any client with false return on dedlings;
(O)Failing to transmit any client’s trading instruction to the futures exchange;
(7)Diverting the clients’ margin to other PUrposes;

B)Fating to open a margin account in the custodian bank of futures margin or
ilegally transterring the clients’ margin; or

@)Omer acts cheating the clients as prescribed by the futures regulatory
institution of the State Councll.

Where a futures company commits any of the acts as mentioned in the preceding
paragraph. the directly liable person-in-cherge and other directly liable parsons
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shali be given a warning and fined not less than 10, 00 yuan but not more than 100,

000 yuan. If the circumstance Is serious. the qualifications for assuming the
relevant posts and the futures practitioners’ qualifications shall be suspended or
revoked.

Where an entity or individual who makes up or spread false information about
futures frading, it It (he) disturbs the futures trading market, it (he) shall be punished
in accordance with the first and second paragraphs of this Article.

Article 72 Where a futures compeny, or any other futures institution, or clearing
member of a non-futures company, or custodian bank of the futures margin
obtains a futures business permtt by providing false application documents or by
concealing any important fact by other means of cheating, its futures business
pormit shall be revoked and its ilegal gains shall be confiscated.

Article 73 For an insider of the inside information about futures lrading or person
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who llegally obtains the inside information about Rstures trading, prior to the
publicity of the tnformation which may considerably affect the futures trading
price. If he conducts futures trading by taking advantage of the inside information,
or if he divuiges the inside information to any other person so that such person
conducts futures trading by taking advantage of the inside information, the ilegat
gailns shall be confiscated and he shall be concurently fined not less than one
time but not more than § times the ilegal gains. If there are no llegat gains or if the
amount of ilega! gains is less than 100, 000 yuan, he shall be fined not less than 100,
000 yuan but not mose than 500, 000 yuan. Where an entity conducts any inside
transaction, the directly liable person-incharge and other directly liable persons
shall be given @ waming and fined not less than 30. 000 yuon but not more than
300, 000 yuan. )

Where any of the personnel of the futures regulatory institution of the State
Council. or of a futures exchange, or of an Institution monitoring the safe custody
of futures margin conducts any inside transaction, he shafl be given o heavier
punishment,

Article 74 Where any entity or individual commits any of the following «acts
manipulating the futures trading prices, it shall be ordered to make a correction,
have its (his) ilegal gains confiscated, and be concurrently fined not less than one
time but not more than five times the ilegat galns. If there are no ilegal gains o it
the amount of the illegal gains Is less than 200, 000 yuan, it (he) shall be fined rot
lass than 200, 000 yuan but not more than 1 milion yuan:

(MManipulating fixiures trading prices individually or In collusion by buying and
selling futures contracts by jointly or successively taking odvantage of funds or
positions It holds or by taking its advantage in information; .

(2)Deliberately colluding with another party to conduct futures transactions with
each other ot a time. at a price and In @ method agreed upon in advance so as
to Influence the futures trading prices or the fixtures trading volume:

@Using oneself as the trading party, acting as the buyer and seller simutaneously
$0 as to influence the futures trading prices or the tutures frading volume:

(@Hoarding goods in order to influence futures market prices: or

(&YCommitting other acts manipulating fixtures frading prices as prescribed by the
futures regulatory institution of the State Councll.

Where an entity or individual commits any of the acts as specified in the
preceding paragraph, the directly liable person-in-charge and other directly
llable persons shall be given a disciplinary sanction and fined not less than 10.000
yuan but not more than 100.000 yuan

Asrticle 75 Any delivery warehouse that commits any of the acts stipulated in
Paragraph 2, Article 39 of this Regulation shall be ordered to make a correction,
be glven a waming, have its ilegal gains confiscated, and shall be fined
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concurrently not less than one time but not more than five times the illegal gains. If
there are no illegal gains or the amount of the ilflegal gains is less than 100, 000
yuan. it shall be fined not less than 100,000 yuan but not more than 500,000 yuan. If
the circumstance is serious. the futures exchange shall be ordered to suspend or
cancet the qualification of the delivery warehouse. The directly liable
persondn-charge and other directly liable persons shall be given @ warming and
fined not less than 10, 000 yuan but not more than 100, 000 yuan,

Articte 76 Where a state-owned enterprise or state conholied enterprise conduct
futures trading In viokation of this Regulation or In violation of the refevant
provisions of the futures regulatory institution of the State Council and other
relevant departments regarding the enterprises’ entering the futures market with
the state-owned assets. or where an entity or individual conducts futures treding
by illegally using any credit fund. treasury fund. it (he) shall be given a warning
with its (his) ilegal gains being confiscated. and it shall be fined concurrently not
lass than one tme but not more than 5 times the lllegal galns. if there are no ilegal
gains or the amount of the illegal gains is less than 100, 000 yuan, it (he) shall be
fined not less than 100,000 yuan but not more than 500,000 yuon. The directly
liable person-in-charge and other directly liable persons shall be given a
disclplinary sanction such as demotion or even removal.

Article 77 Where a domestic entity or individual conducts overseas futures trading
in viokation of the relevant provisions, it (he) shali be ordered 1o make a comnection.
be gwven a warning. have its (his) illegal gains confiscated, and shall be
concurrently fined not fess than one time but not more than & times the illegal
gains. If there are no illegal gains or if the amount of lilegal gains Is less than 200,
000 yuan., it (he) shall be fined not less than 200. 000 yuan but not more than 1
million yuan. If the circumstance is serious, it (he) shall suspend the overseas futures
trading. The directly liable person-in-charge and other directly llable persons shall
be glven a warning and concurrentty fined not less than 10, 000 yuan but not
more than 100, 000 yuon.

Article 78 Where an entity or individual ilegally sets up a futures exchange. futures
company or any other futures Institution or does so In a disguised form, or illegally
engages in futures business, ilegally organizes futures trading activities in any
disgulsed form, it (he) shall be banned from doing so, have its (his) ilegal gains
confiscated. and shall be concurrently tined not less thon one time but not moe
than five times the illegal gains. If there are no llegal gains o if the amount of the
ilegal galns is tess than 200, 000 yuan., it (he) shall be fined not less than 2C0, 000
yuon but not more than 1 milion yuan. The directly llable person-in-charge and
other directly fable persons shall be given a warning and fined not less than 10,
€00 yuan but not mere than 100, 000 yuan.

Article 79 Whete a fulures company’s supplier of trading software or clearng
softwcre refuses to cooperate with the futures regulatory Institution of the Starte
Council in an investigation. or fails to provide the fulures regulatory institution of
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the State Councll with the relevant software maoterials as required. or provides (he
futures regulatory institution of the State Councll with software materials willy icise
information or serious omisslon; i shall be ordered to make a correction and fined
not less than 30, 000 yuan but not more than 100, 000 yuan. The directty licile
person-incharge and other directly iable persons shall be given a warning and
concurently fined not less than 10, 000 yuon but not more than 50, 000 yuan.

Article 80 Where on accounting firm, law fim, asset appraisal institution or any
other intermediary service institution fails to be duteous, or issues documents wilh
any false record, misteading statement or serious omission, it shall be orderad! to
make a corection, have its business income confiscated, have its refevant
business license suspended or revoked. and be concuirently fined not less ihan
one time but not more than § times the business income. The directly liuble
person-incharge and other directly liable persons shall be given a waming and
be concurrently fined not tess than 30. 000 yuan but not more than 100, 000 yuan.

Article 81 Where an entity or individual violates this Regulation, if the circumsiance
is serious, the futures regulatory institution of the State Council shall announce ihat
fhis individual, this entity or the directty liable persons of this entity are prohibited to
enter the futures market.

Article 82 Where any of the personnel of the futures reguiatory institution of the
State Council, or of o futures exchange, or of an institution monitoring the «ife
custody of futures margin. or of a custodian bank of futures margin divulge:: (ny
state secret or any client’ business secret he has access to, or seaks pivate
benefits, neglects his duties. abuses his power or accepts any bribe. he shall be
given an administrotive or disciplinary sanction.

Articie 83 Anyone who violates this Regulation and constitutes any crime shall he
subject to the criminal liabilities.

Articte 84 The administrative punishments meted out 1o violations of this Reguloiion
sholl be decided by the futures regulatory institution of the State Councit. I ihe
statutory functions of other retevant depariments are involved, the futures
regulotory Iinstitution of the State Council shall, joinlly with other refe it
departments. punish such violations. If a violation falls under the statutory fundiicng
of any other relevant department, the futures regulatory institufion of the State
Councli shall transfer it to this department for punishment.

Chapter Vil Supplementary Provisions
Articie 85 Deflnitions of the following terms:

(1) The term “futures controct” refers to the standard controct uniformly made by
o futures exchange. which is used to deliver a ceriain quantity of subject n sHer
at a prearranged time and place In the future. On the basls of difference in
subject matter, futures contracts are classified into commogity futures coniescts
and financial fulures contracts. The subject matters of commodity tuiures
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contacts include ogricultural products, industrial products, energy and other
commodities as well as the relevant index products thereof. The subject motters of
financial futures contiacts include negotiable instruments, interest rates, forelgn
exchange rates and other financial products as well as the selevant index
products thereof.

(2)The term “opfion contracts™ refers to the standard contracts (including the
futures contracts) uniformly made by a futures exchange, in which it is stipuated
that the buyer has the right to buy or sefl a particuar subject matter at a
prearanged price and at a certain time in the future.

(3)The term “margin® refers to the funds paid by a futures rader, in cccordance
with the prescribed standards, used for settiement and as secunty for the
performance of contracts.

(4) The term “setlement” means the settiement of financial accounts to show the

profit and loss status of both parties to a trade based on the seftterment prce
announced by the futures exchange.

(5)The term “delivery” means the procedure by which, on the maturity of a futures
contiact, both trading parties settle the contract having not yet closed out on the
maturity by transferring the ownership of goods stipulated in the futures contrese:| in
accordance with the rules and procedures of the futures exchange, of settio the
difference in cash at a sefllement price as prescribed.

©O)The term “closing position” means the activity by which a futures trader
purchases or sells a futures contract containing the same variety. quantity and
month of celivery as those of the fixtures contract he has hotd. but is opposite in
the direction of trading. in order to ciose out futures trading.

(7)The term “volume of positions held” refers to the volume of open contracts heid
by o futures trader.

(8)The term “position limit” means the maximum volume of positions held by a
futures trader as prescrived by the futures axchange.

(9)Me term “warehouse receipt” means a standardized delivery certificate issuad
by a delivery warehouse and recognized by a futures exchange.

(10)The term “price limits” means that the trading price of a futures contract may
not be higher or tower than the stipulated range on a certain frading day. and a
quoted price which outgoes that range shall be regarded as invalid and the
tfransaction cannot be completed.

(1MThe term “inside information” refers 1o the information which has not been
made public and might produce a major influence on futures trading prices,
including the policies forrmulated by the futures reguiatory institution of the State
Councit and other related departments which might produce a major influence
on futures trading prices, decisions made by a futures exchange which might
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generate a major influence on fixtures trading prices, details of the financial status
and trading trends of members and clients of a futures exchange, and other
important information which the futures regulator institution of the State Coundil
deems fo have a conspicuous impact on futures rading prices.

(12)The term “insiders who hove access to inside information” refers to persons
who, by virtue of thelr mancgement position, supervisory role or profession, or who,
through their duties as an employee o professional consultant, have access to or
obtain inside Information. including the senior managing personnet of a futwes
exchange, other employees who, by vitue of thekr posts, can obtain inside
information, personnet of the fulures reguiatory institution of the State Council,
personnel of other related departments, and other persons as presciibed by the
futures reguiatory institution of the State Council.

Article 86 The futures regulatory institution of the State Councll may approve the
establishment of a special setlement institution, which is specially responsible for
the seftlement of futwes exchanges. performs other relevant dufies and bears the
corresponding legal llobilities.

Article 87 The administrative meosures for overseas institutions’ establishment,
merger or taking shares of futures institutions within Ching, as well as for overseas
futures institutions’ establishment of branches (representative offices) within China
shail be formulated by the futures regulatory institution of the State Council jointly
with the commerce administrative depariment. foreign exchange administrotive
department and other relevant departments of the State Councll and shall be
implemented upon approval of the State Councll.

Article 88 The futures trading conducted in a trading place opproved by the
futures regulatory institution of the State Councit other than in a futures exchange
shall be govemed by this Regulation.

Article 89 Without approvait of the futures regulatory institution of the State Council,

any institulion or market which conducts centralized trading on the basis of
standard contracts and simultaneously adopt the following trading mechanism or
bears the feature of either of the foliowing trading mechanism shall be deemeci
as conducting futures trading In a disguised form:

(1)Providing all buyers and selters who participate in the centralized trading with o
guaranty to perform the contraets; or

(2)Adopting the mark-to-market system and margin system, and simultaneously
collecting a sum of margin which accounts for iess than 20% of the amount of the
subject matter of each contract.

Any institution or market which adopts the trading mechanisms as mentioned in
the preceding paragraph or bears the features of either of the trading
mechanisms os mentioned in the preceding paragraph prior to the
implementation of this Regulation shall make a rectification within the time limit as
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prescribed by the commerce adminisirative department of the State Council.

Article 90 Other trading activities of commodities or financial products which do
not fall into the category of futures trading shall be subject to the supervision and
administration of the relevant competent departments of the state and are not
govemed by this Reguiation.

Article 91 This Regulation shall come into forces as of April 15, 2007. The Interim

Regulation on the Administration of Futures Trading as promuigated by the State
Council on June 2, 1999, shall be repeaied simuttaneously.
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Contract Law of the People’s Republic of China
Order {1999] No.15 of the President of the People's Republic of China

Contract Law of the People’'s Republic of China has been adopted at the Second Session
of the Ninth National People's Congress on March 15, 1999, and is hereby promulgated, it
will come into force as of October 1, 1999.

President of the People’s Republic of China: Jiang Zemin

March 15, 1999
Contract Law of the People's Republic of China
General Provisions

Chapter 1 General Provisions

Article 1 This Law is enacted in order to protect the lawful rights and interests of the
contracting parties, to maintain social and economic order, and to promote the process of
socialist modernization.

Article 2 A contract in this Law refers to an agreement among natural persons, legal
persons or other organizations as equal parties for the establishment, modification of a
relationship involving the civil rights and obligations of such entities.

Agreements concerning personal relationships such as marriage,adoption, guardianship,
etc.shall be governed by the provisions in other laws.

Article 3 Contracting parties shall have equal legal status, and no party may impose its will
on the other party.

Article 4 The parties have the right to lawfully enter into a contract of their own free will in
accordance with the law, and no unit or individual may illegaily interfere therewith.

Article 5 The parties shall adhere to the principle of fairness in deciding their respective
rights and obligations.

Article 6 The parties shall observe the principle of honesty and good faith in exercising
their rights and performing their obligations.
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Article 7 In concluding and performing a contract, the parties shall comply with the laws
and administrative regulations, respect social ethics, and shall not disrupt the social and
economic order or impair the public interests.

Article 8 Alawfully established contract shall be legally binding on the parties thereto, each
of whom shall perform its own obligations in accordance with the terms of the contract,
and no party shall unilaterally modify or terminate the contract.

The contract established according to law is protected by law.
Chapter 2 Conclusion of Contracts

Article 9 In entering into a contract, the parties shall have appropriate capacities for civil
rights and civil acts.

A party may appoint an agent to enter into a contract on its behalf in accordance with the
law.

Article 10 The parties may use written, oral or other forms in entering into a contract.

A contract shall be in written form if the laws or administrative regulations so provide. A
contract shall be concluded in written form if the parties so agree.

Article 11 "Written form” refers to a form such as a written contractual agreement, letter,
electronic data text(including a telegram, telex, fax, electronic data exchange and
e-mailjthat can tangibly express the contents contained therein.

Article 12 The contents of a contract shall be agreed upon by the parties, and shall
generally contain the following clauses:

(1) titles or names and domiciles of the parties;

(2) subject matter;

(3) quantity;

(4) quality,;

(5) price or remuneration;

(6) time limit, place and method of performance;

(7) liability for breach of contract; and

(8) method to settle disputes.
The parties may conclude a contract by reference to a model text of each kind of contract.
Article 13 The parties shall conclude a contract in the form of an offer and an acceptance.

Article 14 An offer is an expression of an intent to enter into a contract with another person.
Such expression of intent shall comply with the following:
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(1) its contents shall be specific and definite;

(2) it indicates that the offeror will be bound by the expression of intent in case of
acceptance by the offeree.

Article 15 An invitation for offer is an expression of an intent to invite other parties to make
offers thereto. Mailed price lists, public notices of auction and tender, prospectuses and
commercial advertisements, etc. are invitations for offer.

Where the contents of a commercial advertisement meet the requirements for an offer, it
shall be regarded as an offer.

Article 16 An offer becomes effective when it reaches the offeree.

If a contract is concluded through data-telex, and a recipient designates a specific
system to receive the date-telex, the time when the data-telex enters such specific system
shall be the time of arrival; if no specific system is appointed, the time when the data-telex
first enters any of the recipient's systems shall be regarded as the time of arrival.

Article 17 An offer may be withdrawn. The withdrawal notice shall reach the offeree before
or at the same time when the offer arrives.

Article 18 An offer may be revoked. The revocation notice shall reach the offeree before it
has dispatched a notice of acceptance.

Article 18 An offer may not be revoked, if

(1) the offeror indicates a fixed time for acceptance or otherwise explicitly states that
the offer is irrevocable; or

(2) the offeree has reasons to rely on the offer as being irrevocable and has made
preparation for performing the contact.

Articte 20 An offer shall lose efficacy under any of the following circumstances:
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(1) the notice of rejection reaches the offeror;

(2) the offeror revokes the offer in accordance with the law;

(3) the offeree fails to dispatch an acceptance before the expiration of the time limit for
acceptance;

(4) the offeree makes substantial changes to the contents of the offer.

Article 21 An acceptance is the expression of an intention to by the offeree to assent to the
offer.

Article 22 The acceptance shall be made in the form of a notice, except where acceptance
may be made by an act on the basis of customary business practice or as expressed in
the offer.

Article 23 An acceptance shall reach the offeror within the time limit prescribed in the offer.

Where no time limit is prescribed in the offer, the acceptance shall reach the offeror in
accordance with the following provisions:

(1) if the offer is made in dialogues, the acceptance shall be made immediately unless
otherwise agreed upon by the parties;

(2) If the offer is made in forms other than a dialogue, the acceptance shall reach the
offeror within a reasonable period of time.

Article 24 Where an offer is made by letter or telegram, the time limit for acceptance shall
accrue from the date shown in the letter or from the date on which the telegram is handed
in for dispatch. If no such date is shown in the letter, it shall accrue from the postmark date
on the envelope.
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Where an offer is made by means of instantaneous communication, such as telephone or
facsimile,etc. the time limit for acceptance shall accrue from the moment that the offer
reaches the offeree.

Article 25 A contract is established when the acceptance becomes effective.

Article 26 An acceptance becomes effective when its notice reaches the offeror. If notice
of acceptance is not required, the acceptance shall become effective when an act of
acceptance is performed in accordance with transaction practices or as required in the
offer.

Where a contract is concluded in the form of date-telex, the time of arrival of an
acceptance shall be governed by the provisions of Paragraph 2, Article 16 of this Law.

Asticle 27 An acceptance may be withdrawn, but a notice of withdrawal shall reach the
offeror before or at the same time when the notice of acceptance reaches the offeror.

Article 28 Where an offeree makes an acceptance beyond the time limit for acceptance,
the acceptance shall be a new offer except that the offeror promptly informs the offeree of
the effectiveness of the said acceptance.

-Article 29 If the offeree dispatched the acceptance within the time limit specified for
acceptance, and under normal circumstances the acceptance would have reached the
offeror in due time, but due to other reasons the acceptance reaches the offeror after the
time limit for acceptance has expired,such acceptance shall be effective, unless the
offeror notifies the offeree in a timely manner that it does not accept the acceptance due to
the failure of the acceptance to arrive within the time limit.

Article 30 The contents of an acceptance shall comply with those of the offer. If the offeree
substantially modifies the contents of the offer, it shall constitute a new offer. The
modification relating to the subject matter, quality, quantity, price or remuneration, time or
place or method of performance, liabilities for breach of contract and method of dispute
resolution, etc. shall constitute the substantial modification of an offer.

Article 31 If the acceptance does not substantially modifies the contents of the offer, it
shall be effective, and the contents of the contract shall be subject to those of the
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acceptance, except as rejected promptly by the offeror or indicated in the offer that an
acceptance may not modify the offer at afl.

Article 32 Where the parties conclude a contract in written form, the contract is established
when it is signed or sealed by the parties.

Article 33 Where the parties conclude the contract in the form of letters or data-telex, etc.,
one party may request to sign a letter of confirmation before the conclusion of the contract.
The contract shall be established at the time when the letter of confirmation is signed.

Articte 34 The place of effectiveness of an acceptance shall be the place of the
establishment of the contract.

If the contract is concluded in the form of data-telex, the main business place of the
recipient shall be the place of establishment. If the recipient does not have a main
business place, its habitual residence shall be considered to be the place of establishment.
Where the parties agree otherwise, such agreement shall apply.

Article 35 Where the parties conclude a contract in written form, the place where both
parties sign or affix their seals on the contract shall be the place of establishment.

Article 36 Where a contract is to be concluded in written form as required by relevant laws
and administrative regulations or as agreed by the parties, and the parties failed to
conclude the contract in written form, but one party has performed the principal obligation
and the other party has accepted it, the contract is established.

Article 37 Where a contract is to be concluded in written form, if one party has performed
its principal obligation and the other party has accepted it before signing or sealing of the
contract, the contract is established.

Article 38 Where the State has issued a mandatory plan or a State purchasing order
based on necessity,the relevant legal persons and the other organizations shall conclude
a contract between them in accordance with the rights and obligations as stipulated by the
relevant laws and administrative regulations. ’
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Articte 39 Where standard terms are adopted in concluding a contract, the party supplying
the standard terms shall define the rights and obligations between the parties abiding by
the principle of fairness, and shall inform the other party to note the exclusion or restriction
of its liabilities in a reasonable way, and shall explain the standard terms upon request by
the other '

party.

Standard terms are clauses that are prepared in advance for general and repeated
use by one party, and which are not negotiated with the other party when the contract is
concluded.

Article 40 When standard terms are under the circumstances stipulated in Articles 52 and
53 of this Law,or the party which supplies the standard terms exempts itself from its
liabilities, increases the liabilities of the other party, and deprives the material rights of the
other party, the terms shall be invalid.

Article 41 If a dispute over the understanding of the standard terms occurs, it shall be
interpreted in accordance with common understanding. Where there are two or more
kinds of interpretation, an interpretation unfavorable to the party supplying the standard
terms shall prevail. Where the standard terms are inconsistent with non-standard terms,
the latter shali prevail.

Article 42 The party shall be liable for damage if it is under one of the following
circumstances in condluding a contract and thus causing losses to the other party:

(1) pretending to conclude a cantract, and negotiating in bad faith;

(2) deliberately concealing important facts relating to the conclusion of the contract or
providing false information;

(3) performing other acts which violate the principle of good faith.

Article 43 A trade secret the parties learn in concluding a contract shall not be disclosed or
improperly used, no matter the contract is established or not. If the party discloses or
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improperly uses such trade secret and thus causing loss to the other party, it shall be
liable for damages.

Chapter 3 Validity of Contracts

Article 44The contract established according to law becomes effective upon its
establishment.

With regard to contracts that are subject to approval or registration as stipulated by
relevant laws or administrative regulations, the provisions thereof shall be followed.

Article 45 The parties may agree on that the effectiveness of a contract be subject to
certain conditions. A contract whose effectiveness is subject to certain conditions shall
become effective when such conditions are accomplished. The contract with dissolving
conditions shall become invalid when such conditions are satisfied.

If a party improperly prevent the satisfaction of a condition for its own interests, the
condition shall be regarded as having been accomplished. If a party improperly facilitates
the satisfaction of a condition, such condition shall be regarded as not to have been
satisfied.

Article 46 The parties may agree on a conditional time period as to the effectiveness of the
contract. A contract subject to an effective time period shall come into force when the
period expires. A contract with termination time period shall become invalid when the
period expires.

Article 47 A confract concluded by a person with limited civil capacity of conduct shall be
effective after being ratified afterwards by the person’s statutory agent, but a pure
profit-making contract or a contract concluded which is appropriate to the person’s age,
intelligence or mental health conditions need not be ratified by the person's statutory
agent.

The counterpart may urge the statutory agent to ratify the contract within one month.
It shall be regarded as a refusal of ratification that the statutory agent does not make any
expression. A bona fide counterpart has the right to withdraw it before the contract is
ratified. The withdrawal shall be made by means of notice.
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Article 48 A contract concluded by an actor who as no power of agency, who oversteps the
power of agency, or whose power of agency has expired and yet concludes it on behalf of
the principal,shall have no legally binding force on the principal without ratification by the
principal, and the actor shali be held liable.

The counterpart may urge the principal to ratify it within one month. it shall be
regarded as a refusal of ratification that the principal does not make any expression. A
bona fide counterpart has the right to withdraw it before the contract is ratified. The
withdrawal shall be made by means of notice.

Article 49 If an actor has no power of agency, oversteps the power of agency, or the power
of agency has expired and yet concludes a contract in the principal's name, and the
counterpart has reasons to trust that the actor has the power of agency, the act of agency
shall be effective.

Article 50 Where a statutory representative or a responsible person of a legal person or
other arganization oversteps his/her power and concludes a contract, the representative
act shall be effective except that the counterpart knows or ought to know that he/she is
overstepping his/her powers.

Article 51 Where a person having no right to disposal of property disposes of other
persons’ properties,and the principal ratifies the act afterwards or the person without
power of disposal has obtained the power after concluding a contract, the contract shall be
valid.

Article 52 A contract shall be null and void under any of the following circumstances:

(1) a contract is concluded through the use of fraud or coercion by one party to
damage the interests of the State;

(2) malicious collusion is conducted to damage the interests of the State, a collective or
a third party;

(3) an illegitimate purpose is concealed under the guise of legitimate acts;
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(4) damaging the public interests;

(5) violating the compulsory provisions of laws and administrative regulations.

Article 53 The following exception clauses in a contract shall be null and void:

(1) those that cause personal injury to the other party;

(2) those that cause property damages to the other party as result of deliberate intent
or gross negligence.

Article 54 A party shall have the right to request the people’s court or an arbitration
institution to modify or revoke the following contracts:

(1) those concluded as a result of significant misconception;

(2) those that are obviously unfair at the time when concluding the contract.

If a contract is concluded by one party against the other party’ s true intentions
through the use of fraud, coercion, or exploitation of the other party " s unfavorable position,
the injured party shall have the right to request the people’ s court or an arbitration
institution to modify or revoke it.

Where a party requests for modification, the people’ s court or the arbitration
institution may not revoke the contract.

Article 55 The right to revoke a contract shall extinguish under any of the following
circumstances:

(1) a party having the right to revoke the contract fails to exercise the right within one
year from the day that it knows or ought to know the revoking causes;
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(2) a party having the right to revoke the contract explicitly expresses or conducts an
act to waive the right after it knows the revoking causes.

Article 56 A contract that is null and void or revoked shall have no legally binding force
ever from the very beginning. If part of a contract is null and void without affecting the
validity of the other parts, the other parts shall still be valid.

Article 57 If a contract is null and void, revoked or terminated, it shall not affect the validity
of the dispute settlement clause which is independently existing in the contract.

Article 58 The property acquired as a result of a contract shall be returned after the
contract is confirmed to be null and void or has been revoked; where the property can not
be returned or the return is unnecessary, it shall be reimbursed at its estimated price. The
party at fault shall compensate the other party for losses incurred as a result therefrom. If
both parties are fault,each party shall respectively be liable.

Article 59 If the parties have maliciously conducted collusion to damage the interests of
the State, a collective or a third party, the property thus acquired shall be turned over to
the State or returned to the collective or the third party.

Chapter 4 Performance of Contracts
Article 60 Each party shall fully perform its own obligations as agreed upon.

The parties shall abide by the principle of good faith, and perform obligations of
notification, assistance, and confidentiality, etc. in accordance with the nature and purpose
of the contract and the transaction practice.

Article 61 Where, after the contract becomes effective, there is no agreement in the
contract between the parties on such contents as quality, price or remuneration, or place
of performance etc., or such agreement is ambiguous, the parties may agree upon
supplementary terms through consultation;if a supplementary agreement cannot be
reached, such terms shall be determined in accordance with the relevant provisions of the
contract or the transaction practices.
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Article 62 Where certain contents agreed upon by the parties in the contract are
ambiguous and cannot be determined in accordance with the provisions in Article 61 of
this Law, the following provisions shall be applied:

(1) if quality requirement is not clear, performance shall be in accordance with the state
standard or industry standard; absent any state or industry standard, performance shall be
in accordance with the customary standard or any particular standard consistent with the
purpose of the contract;

(2) if price or remuneration is not clear, performance shall be in accordance with the
prevailing market price at the place of performance at the time the contract was concluded,
and if adoption of a price commissioned by the government or based on government
issued pricing guidelines is required by law, such requirement applies;

(3) where the place of performance is not clear, if the obligation is payment of
money.performance shall be at the place where the payee is located; if the obligation is
delivery of immovable property, performance shall be at the place where the immovable
property is located;for any other subject matter, performance shall be effected at the place
of location of the party fulfilling the obligations.

(4) if the time of performance is not clear, the obligor may perform, and the obligee
may require performance, at any time, provided that the other party shall be given the time
required for preparation;

(5) if the method of performance is not clear, performance shall be rendered in a
manner which is conducive to realizing the purpose of the contract;

(6) if the responsibility for the expenses of performance is not clear, the party fulfilling
the obligations shall bear the expenses.

Article 63 Where the government-fixed price or government-directed price is followed in a
contract, if the said price is readjusted within the time limit for delivery as stipulated in the
contractthe payment shall be calculated according to the price at the time of delivery.
Where a party delays in delivering the subject matter, the original price shall be adopted if
the price rises;and the new price shall be adopted if the price falls. Where a party delays in
taking delivery of the subject matter or making payment, the new price shall be adopted if
the price rises, and the original price shall be adopted if the price falls.
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Article 64 Where the parties agree that the obligor shall perform the obligations to a third
party, and the obligor fails to perform its obligations to such third party or its performance
of the obligations is not in conformity with the agreement, the obligor shall be liable to the
obligee for breach of contract.

Article 65 Where the parties agree that a third party performs the obligations to the obligee,
and the third party fails to perform the obligations or the performance is not in conformity
with the agreement, the obligor shall be liable to the obligee for breach of contract.

Article 66 Where both parties have obligations toward one another and there is no order of
priority in respect of the performance of obligations, the parties shall perform the
obligations simultaneously. Each party has the right to reject any demand by the other
party for performance prior to the performance by the other party. If the performance of the
obligations of the party who is to perform first is not in conformity with the agreement, the
party who is perform later has the right to reject the other party's demand for
corresponding performance.

Article 67 Where both parties have obligations toward each other and there is an order of
priority in respect of the performance, and the party who is to perform first fails to perform,
the party who is to perform later has the right to reject the other party’s demand for
performance. If the performance of the obligations of the party who is to perform first is not
in conformity with the

agreement, the party who is to perform later has the right to reject the other party’s
demand for corresponding performance.

Article 68 The party required to perform first may suspend its performance if it has
conclusive evidence showing that the other party is under any of the following
circumstances:

(1) its business has seriously deteriorated.

(2) it has engaged in transfer of assets or withdrawal of funds for the purpose of
evading debts;

(3) it has lost its business creditworthiness;




Public
File 102

(4) itis in any other circumstance which will or may cause it to lose its ability to
perform.

Where a party suspends performance without conclusive evidence, it shall be liable
for breach of contract. ’

Article 69 If a party suspends its performance in accordance with the provisions of Article
68 of this Law, it shall timely notify the other party. If the other party provides appropriate
assurance for its performance, the party shall resume performance. After performance
was suspended, if the

other party fails to regain its ability to perform and fails to provide appropriate assurance
within a reasonable time, the suspending party may terminate the contract.

Article 70 Where the obligee fails to notify the obligor of its separation, merger, or change
of the domicile, thereby making it difficult for the obligor to perform its obligations, the
obligor may suspend its performance or escrow the subject matter.

Article 71 The obligee may reject the obligor's advance performance of its obligations,
except that the advance performance does not harm the obligee’s interests.

Any additional expense incurred by the obligee due to the obligor’ s advance
performance of its obligations shali be borne by the obligor. !

Article 72 An obligee may reject the obligor’s partial performance, except that the partiai
performance of its obligations does not harm the obligee’s interests.

Any additional expense inéurred by the obligee due to the obligor’ s partial
performance of its obligations shall be borne by the obligor.

Article 73 Where the obligor is remiss in exercising its due creditor’s right, thereby harming
the obligee’s interests, the obligee may petition the People’s Court for subrogation in its
own name,except that the creditor's right exclusively belongs to the obligor.
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The extent to which the subrogation rights can be exercised is limited to the obligee’
s rights. The expenses necessary for the obligee to exercise such subrogation rights shall
be borne by the obligor.

Article 74 Where the obligor waives its creditor’s right against a third party that is due or
assigns its property without reward, thereby harming the obligee’s interests, the obligee
may petition the People's Court for cancellation of the obligor's act Where the obligor
assigns its property

at a low price which is manifestly unreasonable, thereby harming the obligee’s interests,
and the assignee is aware of the situation, the obligee may also petition the People's
Court for cancellation of the obligor’s act.

The extent to which the right to cancel can be exercised is limited to the rights of the
obligee. The expenses necessary for the obligee to exercise the right to cancel shall be
borne by the obligor.

Article 75 The right to cancel shall be exercised within one year form the date the obligee
knows or should have known of the matter for cancellation. Such right to cancel shall
lapse if the obligee fails to exercise such rights within five years from the date of the
occurrence of such act.

Article 76 Once a contract becomes effective, a party may not refuse to perforni its
obligations thereunder due to a change in its name, or its legal representative, the person
in charge, or the person handling the contract. ’

Chapter 5 Modification and Assignment of Contracts

Article 77 A contract may be modified if the parties reach a consensus through
consultation.

If the laws or administrative regulations so provide, approval and registration
procedures for such modification shall be gone through in accordance with such
provisions.

Article 78 Where an agreement by the parties on the contents of a modification is
ambiguous, the contract shall be presumed as not having been modified..




Article 79 The obligee may assign its rights under a contract, in whole or in part, to a third
party,except under the following circumstances:

(1) such rights may not be assigned in light of the nature of the contract;
(2) such rights may not be assigned according to the agreement between the parties,
(3) such rights may not be assigned according to the provisions of the laws.

Article 80 Where the obligee assigns its rights, it shall notify the obligor. Such assignment
will have no effect on the obligor without notice thereof.

A notice by the obligee to assign its rights shall not be revoked, unless such
revocation is consented to by the assignee.

Article 81 Where the obligee assigns its right, the assignee shall acquire the collateral
rights related to the principal rights, except that the collateral rights exclusively belong to
the obligee.

Article 82 Upon receipt of the notice of assignment of rights, the abligor may assert
against the assignee any defenses it has against the assignor.

Article 83 Upon receipt by the obligor of the notice of assignment of rights, the obligor shall
have vested rights against the assignor, and if the rights of the obligor vest prior to or at
the same time as the assigned rights, the obligor may claim an offset against the
assignee.

Article 84 Where the obligor delegates its obligations under a contract in whole or in part
to a third party, such delegation shall be subject to the consent of the obligee.

Article 85 Where the obligor delegates its obligation, the new obligor may exercise any
defense that the original obligor had against the obligee.
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Articte 86 Where the obligor delegates its obligation, the new obligor shall assume the
incidental obligations related to the main obligations, except that the obligations
exclusively belong to the original obligor.

Article 87 Where the laws or administrative regulations stipulate that the assignment of
rights or transfer of obligations shall undergo approval or registration procedures, such
provisions shall be followed.

Article 88 Upon the consent of the other party, one party may transfer its rights together
with its obligations under contract to a third party.

Article 83 Where the rights and obligations are transferred together, the provisions in
Articles 79,Articles 81 to 83, and Articles 85 to 87 of this Law shall be applied.

Article 90 Where a party is merged after the contract has been concluded, the legal
person or other organization established after the merger shall exercise the rights and
obligations thereunder.Unless otherwise agreed upon by the obligor and obligee, the legal
persons or other organizations that exist after the division shall jointly enjoy the rights and
jointly assume the obligations

under the contract.
Chapter 6 Termination of Contractual Rights and Obligations

Article 91 The rights and obligations under a contract shall be terminated under any of the
following circumstances:

(1) the obligations have been performed as agreed upon;
(2) the contract has been rescinded;

(3) the obligations have been offset against each other,
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{4) the obligor has escrowed the subject matter accordance with the law,

(5) the obligee has released the obligor of its obligation;

(6) the rights and obligations have vested in one party;

(7) any other circumstances for termination as stipulated by the laws or agreed upon
by the parties.

Article 92 After the termination of the rights and obligations under the contract, the parties
shall observe the principal of honesty and good faith and perform the obligations of
notification,assistance and confidentiality, etc. in accordance with relevant transaction
practices.

Article 93 The parties may terminate a contract if they reach a consensus through
consultation.

The parties may agree upon conditions under which either party may terminate the
contract.Upon satisfaction of the conditions, the party who has the right to terminate may
terminate the contract.

Article 94 The parties to a contract may terminate the contract under any of the following
circumstances:

(1) it is rendered impossible to achieve the purpose of contract due to an event of force
majeure;

(2) prior to the expiration of the period of performance, the other party expressly states,
or indicates through its conduct, that it will not perform its main obligation;

(3) the other party delayed performance of its main obligation after such performance
has been demand, and fails to perform within a reasonable period;
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(4) the other party delays performance of its obligations, or breaches the contract in
some other manner, rendering it impossible to achieve the purpose of the contract;

(5) other circumstance as provided by law.

Article 95 Where the laws stipulates or the parties agreed upon the time limit to exercise
the right to terminate the contract, and no party exercises it when the time limit expires,
the said right shall be extinguished.

Where neither the law stipulates nor the parties make an agreement upon the time
limit to exercise the right to terminate the contract, and no party exercise it within a
reasonable time period after being urged, the said right shall be extinguished.

Article 96 A party demanding termination of a contract in accordance with the provisions of
Paragraph 2 of Article 93 and Article 94 of this Law shall notify the other party. The
contract shall be terminated upon the receipt of the notice by the other party. If the other
party objects to such termination, it may petition the People’s Court or an arbitration
institution to adjudicate the

validity of the termination of the contract.

Where the laws and administrative regulations so provide, the approval and
registration procedures for the termination of the contract shall be gone through in
accordance with such laws and regulations.

Article 97 After the termination of a contract, performance shall cease if the contract has
not been performed; if the contract has been performed, a party may, in accordance with
the circumstances of performance or the nature of the contract, demand the other party to
restore such party to its original state or adopt other remedial measures, and such party
shall have the right to demand compensation for damages.

Article 98 The termination of rights and obligations under a contact shall not affect the
validity of clauses that related to the final setement of accounts and winding-up.
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Article 99 Where the parties are liable to one another for obligations that are due, and if
the type and nature of the subject matter of such obligations are the same, any party may
offset its own obligation against the obligation of the other party, except unless such offset
is not allowed according to the laws and regulations or cannot be made given the nature of
the contract.

. The party who claims such offset shall notify the other party. The notice shall become
effective when it reaches the other party. The offset shall not be subject to any condition or
time limit.

Article 100 Where the parties have obligations towards one another, and the type and
nature of such obligations are different, the obligations may also be offset upon consensus
between the parties after consultation.

Article 101 The obligor may escrow the subject matter under any of the following
circumstances which render performance of the obligations difficult:,

(1) the obligee refuses to accept them without justified reasons; '
(2) the whereabouts of the obligee are unknown;

(3) the obligee is deceased and the successor has not been determined, or the obligee
has lost civil capacity and a guardian has not been appointed;

(4) other circumstance as provided for in the laws.

Where the subject matter is not fit for escrow, or the cost of escrow is excessively
high,the obligor may auction or sell the subject matter according to law, and escrow the
proceeds therefrom.

Article 102 Unless the whereabouts of the obligee are unknown, the obligee shall notify
the obligee, or the successor or guardian of the obligor immediately after the subject
matter has been placed in escrow.

Article 103 Once the subject métter has been placed in escrow, the risk of damage to,
destruction or loss of the subject matter shall be borne by the obligee. The obligee shall be
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entitled to any fruits of the subject matter during the escrow period. Escrow expenses shall
be borne by the obligee.

Article 104 The obligee may claim the subject matter in escrow at any time, except that if
the obligee has any due obligations toward the obligor, prior to the obligee’s performance
of its obligations or the obligee's provision of security for its performance, the escrow
institution shall, at the request of the obligor, refuse the obligee’s claim of the escrowed
subject matter.

The right of the obligee to reclaim the subject matter in escrow shall lapse if it is not
exercised within five years form the date the subject matter is placed in escrow, and the
escrowed subject matter shall revert to the national treasury after the deduction of the
esCcrow costs.

Asticle 105 Where an obligee releases the obligor of its own obligations, in whole or in part,
the rights and obligations under the contract shall terminate in whole or in part.

Article 106 If the rights and obligations under a contract vest in one party, such rights and
obligations thereunder shall terminate, unless they involve the interests of a third party.

Chapter 7 Liabilities for Breach of Contracts

Article 107 If a party fails to perform its obligations under a contract, or its performance
fails to satisfy the terms of the contract, it shall bear the liabilities for breach of contract
such as to continue to perform its obligations, to take remedial measures, or to
compensate for losses.

Article 108 Where one party express explicitly or indicates by its conduct that it will not
perform its obligations under a contract, the other party may demand it to bear the liability
for the breach of contract before the expiry of the performance period.

Article 109 If a party fails to pay the price or remuneration, the other party may request it to
make the payment.
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Article 110 Where a party fails to perform the non-monetary obligations or its performance
of non-monetary obligations fails to satisfy the terms of the contract, the other party may
request it to perform it except under any of the following circumstances:

(1) itis unable to be performed in law or in fact;

(2) the subject matter of the obligation is unfit for compulsory performance or the
performance expenses are excessively high;

(3) the obligee does not require performance within a reasonable time.

Article 111 Where the quality fails to satisfy the agreement, the breach of contract
damages shall be borne in the manner as agreed upon by the parties. Where there is no
agreement in the contract on the liability for breach of contract or such agreement is
unclear, nor can it be determined in accordance with the provisions of Article 610f this Law,
the damaged party may, in light of the nature of the subject matter and the degree of loss,
reasonably choose to request the other party to bear the liabilities for the breach of
contract such as repairing, substituting, reworking,returning the goods, or reducing the
price or remuneration.

Article 112 Where a party fails to perform its obligations under the contract or its
performance fails to conform to the agreement, and the other party still suffers from other
damages after the performance of the obligations or adoption of remedial measures, such
party shall compensate the other party for such damages.

Article 113 Where a party fails to perform its obligations under the contract or its
performance fails to conform to the agreement and cause losses to the other party, the
amount of compensation for losses shall be equal to the losses caused by the breach of
contract, including the interests receivable after the performance of the contract, provided
not exceeding the probable losses

caused by the breach of contract which has been foreseen or ought to be foreseen when
the party in breach concludes the contract.

The business operator who commits default activities in providing to the consumer
any goods or services shall be liable for paying compensation for damages in accordance




with the Law of the People’ s Republic of China on Protection of Consumer Rights and
Interests.

Article 114 The parties may agree that if one party breaches the contract, it shall pay a
certain sum of liquidated damages to the other party in light of the circumstances of the
breach, and may also agree on a method for the calculation of the amount of
compensation for the damages incurred as a result of the breach.

Where the amount of liquidated damages agreed upon is lower than the damages
incurred, a party may petition the People’ s Court or an arbitration institution to make an
increase; where the amount of liquidated damages agreed upon are significantly higher
than the damages incurred,a party may petition the People’s Court or an arbitration
institution to make an appropriate reduction.

Where the parties agree upon breach of contract damages in respect to the delay in
performance, the party in breach shall perform the obligations after paying the breach of
contract damages.

Article 115 The parties may agree that a party pay a deposit to the other party as a
guaranty for the obligation in accordance with the Security Law of the People’s Republic of
- China. Upon the obligor has performed its obligation, the deposit shall be offset against
the price or refunded to the obligor. If the party paying the deposit fails to perform its
obligations under the contract, such party has no right to demand for the return of the
deposit; where the party accepting the deposit fails to perform its obligations under the
contract, such party shall refund twice the value of the deposit.

Article 116 If the parties agree on both liquidated damages and a deposit, and one party is
in breach,the other party may choose to apply either the provisions for liquidated damages
or that for the deposit.

Article 117 A party who is unable to perform a confract due to force majeure is exempted
from liability in part or in whole in light of the impact of the event of force majeure, except
otherwise provided by law. Where an event of force majeure occurs after the party's delay
in performance,it is not exempted from such liability.

For purposes of this Law, force majeure means any objective circumstances which
are unforeseeable, unavoidable and insurmountable.
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Article 118 If a party is unable to perform a contract due to an event of force majeure, it
shall timely notify the other party so as to mitigate the losses that may be caused to the
other party, and shall provide evidence of such event of force majeure within a reasonable
period.

Article 119 Where a party breached the contract, the other party shall take the appropriate
measures to prevent the losses from increasing; where the other party’s failure to take
appropriate measures results in additional losses, it cannot demand compensation for the
additional losses.

Any reasonable expense incurred by the other party in preventing additional losses
shall be borne by the party in breach.

Article 120 If both parties breach a contract, each party shall bear its own respective
liabilities.

Article 121 Where a party’s breach is attributable to a third party, it shall nevertheless be
liable to the other party for breach. Any dispute between the party and such third party
shall be resolved in accordance with the law or the agreement between the parties.

Article 122 Where the breach of contract by one party infringes upon the other party’s
personal or property rights, the aggrieved party is entitled to choose to claim the
assumption by the violating and infringing party of liabilities for breach of contract
according to this Law, or to claim the assumption by the violating and infringing party of
liabilities for infringement

according to other laws.

Chapter 8 Other Provisions

Article 123 Where other laws provide otherwise in respect of a contract, such provisions
shall prevail.

Article 124 Where there are no explicitly provisions in the Specific Provisions of this Law
or in any other law concerning a certain contract, the provisions in the General Provisions
of this Law shall be applied, and reference may be made to the provisions in the Specific
Provisions of this Law or in any other law that most closely relate to such contract.
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Article 125 If any disputes arise between the parties over the understanding of any dause "
of the contract, the true meaning thereof shall be determined according to the words and
sentences used in the contract, the relevant provisions in the contract, the purpose of the
contract, the transaction practices and the principle of good faith.

Where a contract is concluded in two or more languages and it is agreed that all
versions are equally authentic, the words and sentences in each version are construed to
have the same meaning. In case of any discrepancy in the words or sentences used in the
different language versions, they shall be interpreted in light of the purpose of the contract.

Article 126 Parties to a foreign-related contract may select the applicable law for
resolution of a contractual dispute, except as otherwise provided by law. Where parties to
the foreign-related contract fails to select the applicable taw, the contract shall be
governed by the law of the country with the closest connection thereto.

For a Chinese-foreign equity joint venture contract, Chinese-foreign contractual joint
venture contract, or a contract for Chinese-foreign joint exploration and development of
natural resources which is performed within the territory of the People’s Republic of China,
the law of the People's Republic of China shall be applied.

Article 127 Within the scope of their respective duties, the administrative department of
industry and commerce and other refevant departments shall, in accordance with the
relevant laws and administrative megulatians, be responsible for monitoring and dealing
with any illegal acts which, by taking advantage of contracts, harm the interests of the
State or the interests aff e

public and society; where such an act cor;stitums‘a'unh'm. criminal liability shall be
investigated in accordance with the law.

Article 128 The parties may resolve a contractual dispute through settlement or mediation.

Where the parties do not wish to, or are unable to, resolve such dispute through
safilement or mediation, the dispute may be submitted to the relevant arbitration institution
for arbitration in accordance with the arbitration agreement between the parties. Parties to
a foreign-related contract may apply to a Chinese arbitration institution or another
arbitration institution for arbitration. Where the parties did not conclude an arbitration
agreement, or the
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arbitration agreement is invalid, either party may bring a suit to the People’s Court. The
parties shall perform the judgments, arbitration awards or mediation agreements which
have taken legal effect; if a party refuses to perform, the other party may request the
People’s Court for enforcement.

Article 129 For a dispute arising from a contract for the international sale of goods or a
technology import or export contract, the time limit for bringing a suit or applying for
arbitration is four years, calculating from the date on which the party knows or ought to
know the infringement on its rights. For a dispute arising from any other type of contract,
the time limit for bringing a

suit or applying for arbitration shall be governed by the relevant law.

Specific Provisions

Chapter 9 Sales Contracts

Article 130 A sales contract is a contract whereby the seller transfers the ownership of a
subject matter to the buyer, and the buyer pays the price for it.

Article 131 In addition to the terms set forth in Article 12 of this Law, a sales contract may
also

contain such clauses as package manner, inspection standards and method, method of
settlement and clearance, language adopted in the contract and its authenticity.

Article 132 The subject matter to be sold shall be owned by the seller or of that the seller
shall have the right to dispose.

Where the transfer of a subject matter is prohibited or restricted by laws or
administrative regulation, such provision shall be applied.

Article 133 The ownership of a subject matter shall be transferred upon the delivery of the
object,except as otherwise stipulated by law or agreed upon by the parties.

Article 134 The parties to a sates contract may agree that the ownership shall belong to
the setller if the buyer fails to pay the price or perform other obligations.
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Article 135 The seller shall perform the obligations of delivering to the buyer the subject
matter or handing over the documents for the buyer to take possession of the subject
matter and of transferring the ownership thereto.

Article 136 In addition to the document for taking possession, the seller shall deliver to the
buyer the relevant documents and materials in accordance with the agreement or
transaction practices. .

Article 137 In a sale of any subject matter which contains intellectual property such as
computer software, etc., the intellectual property in the subject matter does not belong to
the buyer,except as otherwise provided by law or agreed upon by the parties.

Article 138 The seller shall deliver the subject matter by the time limit agreed upon. Where
a time period for delivery is agreed upon, the seller may deliver at any time within the said
time period.

Article 139 Where the time limit for delivery of the subject matter is not agreed upon
between the parties or the agreement is not clear, the provisions of Article 61 and ltem 4 of
Article 62 shall be applied.

Article 140 Where a subject matter has been possessed by the buyer prior to the
conclusion of the contract, the delivery time shall be the time when the contract becomes
effective.

Article 141 The seller shall deliver the subject matter at the agreed place.

Where there is no agreement between the parties as to the place to deliver the
subject matter or such agreement is not clear, nor can it be determined according to the
provisions of Article 61 of this Law, the following provisions shall be applied:

(1) if the subject matter needs carriage, the seller shall deliver the subject matter to the
first carrier so as to hand it over to the buyer,;
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(2) if the subject matter does not need carriage, and the seller and buyer know the
place of the subject matter when concluding the contract, the seller shall deliver the
subject matter at such place; if the place is unknown, the subject matter shall be delivered
at the business place of the seller when concluding the contract.

Article 142 The risk of damage to or loss of a subject matter shall be borne by the seller
prior to the delivery of the subject matter and by the buyer after delivery, except as
otherwise stipulated by law or agreed upon by the parties.

Article 143 Where a subject matter cannot be delivered at the agreed time limit due to any
reasons attributable to the buyer, the buyer shall bear the risk of damage to or loss of the
subject matter as of the date it breaches the agreement.

Article 144 Where the seller sells a subject matter delivered to a carrier for carriage and is
in transit, unless otherwise agreed upon by the parties, the risk of damage to or missing of
the subject matter shall be borne by the buyer as of the time of establishment of the
contract.

Article 145 Where there is no agreement between the parties as to the place of delivery or
such agreement is not clearly, and the subject matter needs carriage according to the
provisions of Item 1 of Paragraph 2 of Article 141 of this Law, the risk of damage to or
missing of the subject matter shall be borne by the buyer after the seller has delivered the
subject matter to the first

carrier.

Article 146 Where the seller has placed the subject matter at the place of delivery in
accordance with the agreement or in accordance with the provisions of ltem 2 of
Paragraph 2 of Article 141 of this Law, while the buyer fails to take delivery in breach of
the agreement, the risk of damage to or missing of the subject matter shall be borne by
the buyer as of the date of breach of the

agreement.

Article 147 The failure of the seller to deliver the documents and materials relating to the
subject matter as agreed upon shall not affect the passing of the risk of damage to or
missing of the subject matter.

Article 148 Where the quality of the subject matter does not conform to the quality
requirements, making it impossible to achieve the purpose of the contract, the buyer may
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refuse to accept the subject matter or may terminate the contract. If the buyer refuses to
accept the subject matter or terminate the contract, the risk of damage to or missing of the
subject matter shall be borne by the seller.

Article 149 Where the risk of damage to or missing of the subject matter is borne by the
buyer, the buyer’s right to demand the seller to bear liability for breach of contract because
the seller's performance of its obligations is not in conformity with the agreement shall not
be affected.

Article 150 Unless otherwise provided by law, the seller shall have the obligation to
warrant that no third party shall exercise against the buyer any rights with respect to the
delivered subject matter.

Article 151 Where the buyer knows or ought to know, at the time of conclusion of the
contract, that a third party has rights on the subject matter to be sold, the seller does not
assume the obligation prescribed in Article 150 of this Law.

Article 152 Where the buyer has conclusive evidence to demonstrate that a third party
may claim rights on the subject matter, it may suspend to pay the corresponding price,
except where the seller provides a appropriate guaranty.

Article 153 The seller shall deliver the subject matter in compliance with the agreed quality
requirements. Where the seller gives the quality specifications for the subject matter, the
subject matter delivered shall comply with the quality requirements set forth therein.

Article 154 Where the quality requirements for the subject matter is not agreed between
parties or such agreement is not clear, nor can it be determined according to the
provisions of Article 61 of this Law, the provisions of Item 1 of Article 62 of this Law shall
be applied.

Article 155 if the subject matter delivered by the seller fails to comply with the quality
requirements,the buyer may demand the seller to bear liability for breach of contract in
accordance with Article 111 of this Law.

Article 156 The seller shall deliver the subject matter packed in the agreed manner. Where
there is no agreement on package manner in the contract or the agreement is not clear,
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nor can it be determined according to the provisions of Article 61 of this Law, the subject
matter shall be packed in a general manner, and if no general manner, a package manner
enough to protect the subject matter shall be adopted.

Article 157 Upon receipt of the subject matter, the buyer shall inspect it within the agreed

. inspection period. Where no inspection period is agreed, the buyer shall timely inspect the

subject matter.

Article 158 Where the parties have agreed upon an inspection period, the buyer shall
notify the seller of any non-compliance in quantity or quality of the subject matter within
such inspection period. Where the buyer delayed in notifying the seller, the quantity or
quality of the subject matter is deemed to comply with the contract.

Where no inspection period is agreed, the buyer shall notify the seller within a
reasonable period, commencing on the date when the buyer discovered or should have
discovered the quantity or quality non-compliance. If the buyer fails to notify within a
reasonable period or fails to notify within 2 years, commencing on the date when it
received the subject matter, the quantity or quality of the subject matter is deemed to
comply with the contract, except that if there is a warranty period in respect of the subject
matter, the warranty period applies and supersedes such two year period.

Where the seller knows or ought to know the non-compliance of the subject matter,
the buyer is not subject to the time limits for notification prescribed in the preceding two
paragraphs.

Article 159 The buyer shall pay the price in the agreed amount. Where the price is not
agreed or the agreement is not clear, the provisions of Article 61 and Item 2 of Article 62
shall be applied.

Article 160 The buyer shall pay the price at the agreed place. Where the place of payment
is not agreed or the agreement is not clear, nor can it be determined according to the
provisions of Article 61 of this Law, the buyer shall make payment at the seller's place of
business, provided that if the

parties agreed that payment shall be conditional upon delivery of the subject matter or the
document for taking delivery thereof, payment shall be made at the place where the
subject matter, or the document for taking delivery thereof, is delivered.
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Article 161 The buyer shall pay the price at the agreed time. Where the time for payment is
not agreed or the agreement is not clear, nor can it be determined in accordance with
Article 61 of this Law,the buyer shall make payment at the same time it receives the
subject matter or the document for

taking delivery thereof.

Article 162 Where the seller delivers the subject matter in a quantity greater than that
agreed in the contract, the buyer may accept or reject the excess quantity. Where the
buyer accepts the excess quantity, it shall pay the price based on the contract rate; where
the buyer rejects the excess quantity, it shall timely notify the seller.

Article 163 The fruits of the subject matter belong to the seller if accrued before delivery,
and to the buyer if accrued after delivery.

Article 164 Where a contract is terminated due to non-compliance of any main component
of the subject matter, the effect of termination extends to the ancillary components. Where
the contract is terminated due to non-compliance of any ancillary component of the
subject matter, the effect of termination does not extend to the main components.

Article 165 Where the subject matter comprises of a number of components, one of which
does not comply with the contract, the buyer may terminate the portion of the contract in
respect of such component, provided that if severance of such component with the other
components will significantly diminish the value of the subject matter, the party may
terminate the contract in respect of such number of components.

Article 166 Where the seller is to deliver the subject matter in installments, if the seller fails
to deliver one installment of the subject matter or the delivery fails to satisfy the terms of
the contract so that the said installment cannot realize the contract purpose, the buyer
may terminate the portion of the contract in respect thereof.

If the seller fails to deliver one instaliment of the subject matter or the delivery fails to
satisfy the terms of the contract so that the delivery of the subsequent installments of
subject matter can not realize the contract purpose, the buyer may terminate the partion of
the contract in respect of such installment as well as any subsequent installment.
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If the buyer is to terminate the portion of the contract in respect of a particular
installment which is interdependent with all other installments, it may terminate the
contract in respect of all delivered and undelivered installments.

Article 167 In a sale by installment payment, where the buyer fails to make payments as
they became due,if the delinquent amount has reached one fifth of the total price, the
seller may require payment of the full price from the buyer or terminate the contract. if the
seller terminates the contract, it may require the buyer to pay a fee for its use of the
subject matter.

Article 168 In a sale by sample, the parties shall place the sample under seal, and may
specify the quality of the sample. The subject matter delivered by the seller shall comply
with the sample as well as the quality specifications.

Article 169 In a sale by sample, if the buyer is not aware of a latent defect in the sample,
the subject matter delivered by the seller shall nevertheless comply with the normal quality
standard for a like item, even though the subject matter delivered complies with the
sample.

Article 170 In a sale by trial, the parties may agree the trial period. Where a trial period is
not agreed or the agreement is not clear, nor can it be determined in accordance with
Article 61 of this Law, it shall be determined by the seller.

Arsticle 171 In a sale by trial, the buyer may either purchase or reject the subject matter
during the trial period. At the end of the trial period, the buyer is deemed to have made the
purchase if it fails to demonstrate its intent to purchase or reject the subject matter.

Article 172 In a sale by tender, matters such as the rights and obligations of the parties
and the tendering procedure, etc. are governed by the relevant laws and administrative
regulations.

Article 173 In a sale by auction, matters such as the rights and obligations of the parties
and the auctioning procedure, etc. are governed by the relevant laws and administrative
regulations.
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Article 174 If there are provisions in the law for other non-gratuitous contracts, such
provisions shall apply; in the absence of such provisions, reference shall be made to the
relevant provision on sales contract.

Articdle 175 Where the parties agree on a barter transaction involving transfer of title to the
subject matters, such transaction shall be governed by reference to the relevant
provisions on sales contracts.

Chapter 10 Contracts for Supply of Power, Water, Gas, Or Heat

Article 176 A power supply contract is a contract whereby the power supplier supplies -
power to the power customer, and the power consumer pay an electricity fee.

Article 177 The contents of a power supply contract include terms such as the method,
quality, and time of power supply, and the capacity, location and nature of power use, and
the metering method,electricity rate, the method of setlement of electricity fees, and the
responsibility for maintenance of the power supply and use facilities, etc..

Article 178 The place of performance of a power supply contract shall be the place agreed
upon by the parties, and if there is no agreement or the agreement is not clear, the place
of performance shall be the boundary where ownership of the power supply facilities is
divided.

Article 179 The power supplier shall supply power in a safe manner in accordance with the
standards for power supply stipulated by the State and with the terms of the contract.
Where the power supplier fails to supply power in a safe manner in accordance with the
standards for power supply stipulated by the State and with the terms of the contract,
thereby causing losses to the power

customer, it shall be liable for damages.

Article 180 Where the power supplier needs to suspend the power supply due to reasons
such as planned maintenance or provisional inspection and repair of the power supply
facilities, legally restriction on power, or illegal use of power by the power customer, etc., it
shall notify the power customer in advance in accordance with the relevant provisions of
the State. Where the power supplier suspends power supply without notifying the power
customer in advance, thereby
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causing losses to the power customer, it shall be liable for damages.

Article 181 Where the power supply is suspended due to a natural disaster or other
causes, the poWer supplier shall make prompt repairs in accordance with the relevant
provisions of the State. Where the power supplier fails to make prompt repair, thereby
causing loss to the power customer, it shall be liable for damages.

Article 182 The power customer shall timely pay the electricity fees in accordance with the
relevant provisions of the State and with the terms of the contract. Where the power
customer delays in paying the electricity fees, it shall pay breach of contract damages‘in
accordance with the contract. Where the power customer fails to pay the electricity fees
and breach of contract damages within a reasonable time limit after receiving demand for
payment, the power supplier may shut off the power supply in accordance with the
procedure prescribed by the state.

Article 183 The power customer shall use power in a safe manner in accordance with the
relevant provisions of the State and with the terms of the contract. Where the power
customer fails to use power in a safe manner in accordance with the relevant provisions of
the State and with the terms of the contract, thereby causing losses to the power supplier,
it shall be liable for damages.

Article 184 A contract for the supply of water, gas or heat shall be governed by reference
to the relevant provisions on power supply contracts.

Chapter 11 Gift Contracts

Article 185 A gift contract is a contract whereby the donor conveys his property to the
donee gratuitously and the donee expresses his acceptance of the gift.

Article 186 Prior to the transfer of rights to the gift property, the donar may revoke the gift.

The provisions of the preceding paragraph does not apply to any gift contract the
nature of which serves the public interests or fulfilis a moral obligation, such as disaster
relief, poverty relief, etc., or any gift contract which has been notarized.
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Article 187 Where conveyance of the gifted property is subject to such procedures as
registration according to law, the relevant procedures shall be carried out.

Article 188 In the case of a gift contract the nature of which serves the public interests or
fulfills a moral obligation, such as disaster relief, poverty relief, etc., or a gift contract which
has been notarized, if the donor fails to deliver the gift property, the donee may require
delivery.

Article 189 Where the gifted property is damaged or lost due to any intentional misconduct
or gross negligence of the donor, he shall be liable for damages.

Article 190 A gift may be conditioned on an obligation.

Where the gift is conditioned on an obligation, the donee shall perform his obligations
in accordance with the contract.

Article 191 The donor is not liable for any defect in the gifted property. Where the gift is
conditioned on an obligation, and the gifted property is defective, the donor has the same
warranty obligations as a seller to the extent of the prescribed obligations.

Where the donor intentionally omits to inform the donee of the defect or warranted the
absence of any defect, thereby causing losses to the donee, he shall be liable for
damages.

Article 192 Where the donee is in any of the following circumstances, the donor may
revoke the gift:

(1) seriously harming the donor or any immediate family member thereof;

(2) failing to perform support obligations owed to the donor;

(3) failing to perform the obligations under the gift contract.
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The donor shall exercise its revocation right within one year after he knows, or ought
to know, the cause for revocation.

Article 193 Where the donor is deceased or incapacitated due to the donee’s illegal act,
his heir or legat agent may revoke the gift.

The heir or legal agent of the donor shall exercise the right of revocation within six
months after he knows, or ought to know, the cause for revocation.

Article 194 Upon revocation of the gift, the person with the revocation right may claim
restitution of the gifted property from the donee.

Articte 195 If the donor's economic situation is deteriorated significantly, thereby seriously
impacting on his business operation or family life, he may no longer perform the gift
obligations.

Chapter 12 Contracts for Loan of Money

Article 196 A contract for loan of money is a contract whereby the borrower borrows a sum
of money from the lender, and repays the borrowed money with interest thereon when it
becomes due.

Article 197 A contract for loan of money shali be in writing, except where the loan is
between natural persons who have agreed otherwise.

The contents of a contract for loan of money include the terms such as the loan” s
type,currency, purpose, amount, interest rate, term and method of repayment, etc.

Article 198 In entering into a contract for loan of money, the lender may require the
borrower to provide a guaranty. The guaranty shall conform to the provisions of the
Security Law of the People’s Republic of China.

Article 199 In entering into a contract for loan of money, the borrower shall provide true
information concerning its business operation and financial condition in connection with
the loan as required by the lender.
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Article 200 No interest shall be deducted from the principal in advance. Where any interest
amount is deducted from the principal in advance, the repayment of principal and
calculation of interest shall be based on the actual amount borrowed.

Article 201 Where the lender fails to make the loan amount available on the agreed date
and in the agreed amount, thereby causing losses to the borrower, it shall pay damages.

Where the borrower fails to draw down on the agreed date and in the agreed amount,
it shall nevertheless pay the interest on the agreed date and in the agreed amount.

Article 202 The lender may examine and monitor the application of the proceeds in
accordance with the contract. The borrower shall periodically provide the lender with
materials such as related financial and accounting reports, etc. in accordance with the
contract.

Article 203 Where the borrower fails to use the proceeds for the prescribed purpose, the
lender may withhold funding, call the loan, or terminate the contract.

Article 204 The interest rate on the loan provided by a financial institution engaged in
lending operation shall be determined between the minimum and maximum rates fixed by
the People's Bank of China.

Article 205 The borrower shall pay the interest at the agreed time. Where the time of
interest payment is not agreed or the agreement is not clear, nor can it be determined in
accordance with Article 61 of this Law, if the loan term is less than one year, the interest
shall be paid together with the principal at the time of repayment; if the loan term is one
year or longer, the interest shall be paid at the end of each annual period, and where the
remaining period is less than one year, the interest shall be paid together with the principal
at the time of repayment.

Article 206 The borrower shall repay the principal at the agreed time. Where the time of
repayment is not agreed or the agreement is not clear, nor can it be determined in
accordance with Article 61 of this Law, the borrower may repay at any time; and the lender
may demand repayment from the borrower within a reasonable time limit.
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Article 207 Where the borrower fails to repay the loan at the agreed time, it shall pay
delayed repayment interest in accordance with the contract or the relevant provisions of
the State.

Article 208 Where the borrower prepays the loan, unless otherwise agreed by the parties,
the interest shall be calculated based on the actual period of loan.

Article 209 The borrower may apply to the lender for extension of the loan term before its
maturity. Upon consent by the lender, the loan term may be extended.

Article 210 A contract for loan of money between natural persons becomes effective at the
time the lender makes the loan amount avaitable.

Article 211 Under a contract for loan of money between natural persons, if payment of
interest is not agreed or the agreement is not clear, the loan is deemed interest free.

Under a contract for loan of money between natural persons, the interest rate on the
loan may not contravene the relevant provisions of the State concerning limit on loan
interest rate.

Chapter 13 Leasing Contracts

Article 212 Aleasing contract is a contract whereby the lessor delivers to the lessee the
lease item for it to use or accrue benefit from, and the lessee pays the rent.

Article 213 The contents of a leasing contract include terms such as the name, quantity
and purpose of the lease item, lease term, amount of rent, time and method of rent
payment, as well as maintenance and repair of the lease item, etc.

Article 214 The lease term may not exceed twenty years. If the lease term exceeds twenty
years, the portion of the lease term beyond the initial twenty year period is invalid.

At the end of the lease term, the parties may renew the lease, provided that the
renewed term may not exceed twenty years commencing on the date of renewal.
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Article 215 Where the lease term is six months or longer, the lease shall be in writing. If
the parties fail to adopt a writing form, the lease is deemed a non-term lease.

Article 216 The lessor shall deliver the lease item to the lessee in accordance with the
contract and shall, during the lease term, keep the lease item fit for the agreed purpose.

Article 217 The lessee shall use the lease item in the agreed manner. Where the manner
of use of the lease item is not agreed or the agreement is not clear, nor can it be
determined in accordance with Article 61of this Law, the lease item shall be used in a
manner consistent with its nature.

Article 218 Where the lessee uses the lease item in the agreed manner or in a manner
consistent with its nature, thereby causing wear and tear to the lease item, it is not liable
for damages.

Article 219 Where the lessee fails to use the lease item in the agreed manner or in a
manner consistent with its nature, thereby causing damage to it, the lessor may terminate
the contract and claim damages.

Article 220 The lessor shall perform the obligations of maintenance and repair of the lease
item, except otherwise agreed by the parties.

Article 221 Where the lease item needs maintenance or repair, the lessee may require the
lessor to perform maintenance or repair within a reasonable time limit.

If the lessor fails to fulfill its obligations of maintenance or repair, the lessee may
maintain or repair the lease item on its own at the lessor’ s expense. Where the lessee’
s use of the lease item is impaired due to maintenance or repair thereof, the rent shall be
reduced or the lease term shall be extended accordingly.

Article 222 The lessee shall keep the lease item with due care and shall be liable for
damages if the lease item is damaged or lost due to improper care.




Public
File 76

Article 223 Subject to consent of the lessor, the lessee may make improvement on or
addition to the lease item.

If the lessee makes improvement on or addition to the lease item without consent of
the lessor, the lessor may require the lessee to restore the lease item to its original
condition or claim compensation for the losses.

Article 224 Subject to consent of the lessor, the lessee may sublease the lease item to a
third party.Where the lessee subleases the lease item, the leasing contract between the
lessee and the lessor remains valid, and if the third party causes damage to the lease item,
the lessee shall compensate for the losses.

Where the lessee subleases the lease item without the consent of the lessor, the
lessor may terminate the contract.

Article 225 During the lease term, any benefit accrued from the possession or use of the
lease item belongs to the lessee, except otherwise agreed by the parties.

Article 226 The lessee shall pay the rent at the agreed time. Where the time of payment is
not agreed or the agreement is not clear, nor can it be determined in accordance with
Article 61 of this Law,the rent shall be paid at the end of the lease term if it is less than one
year, if the lease term is one year or longer, the rent shall be paid at the end of each
annual period, and where the remaining period is less than one year, the rent shall be paid
at the end of the lease term. '

Article 227 Where the lessee fails to pay or delays in paying the rent without any reason,
the lessor may require the lessee to pay the rent within a reasonable time limit. If the
lessee fails to pay the rent at the end of such time limit, the lessor may terminate the
contract.

Article 228 If due to any claim by a third party, the lessee is unable to use or accrue benefit
from the lease item, the lessee may require reduction in rent or refuse to pay rent.

In case of any claim by a third party, the lessee shall timely notify the tessor.

Article 229 Any change of ownership to the lease item does not affect the validity of the
leasing contract.
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Article 230 Where the lessor is to sell a dwelling unit under a lease, it shall give the lessee
a notice within a reasonable time limit before the sale, and the lessee has the right of first
refusal under the same conditions.

Article 231 Where the lease item is damaged or lost in part or in whole due to any reason
not attributable to the lessee, the lessee may require reduction in rent or refuse to pay rent;
where the purpose of the contract can not be achieved due to damage to or loss of the
lease item in part or in whole, the lessee may terminate the contract.

Article 232 Where the term of a lease is not agreed or the agreement is not clear, nor can
it be determined in accordance with Article 61 of this Law, such lease is deemed a
non-term lease Either party may terminate the contract at any time, provided that the
lessor shall give the lessee a reasonable advance notice before it terminates the contract.

Article 233 Where the lease item endangers the safety or health of the lessee, the lessee
may terminate the contract at any time even if the lessee knows the lease item does not
meet the quality requirements when concluding the contract.

Article 234 Where the lessee is deceased during the term of a dwelling unit lease, the
person jointly living in the unit with the lessee while the lessee is alive may continue
leasing it on the terms of the original leasing contract.

Article 235 The lessee shall return the lease item at the end of the lease term. The
returned lease item shall be in a condition resulting from its use in the agreed manner or in
a manner consistent with its nature.

Article 236 Upon expiration of the lease term, if the lessee continues to use the lease item
without objection by the lessor, the original leasing contract remains effective, provided
that it becomes a non-term lease.

Chapter 14 Financia! Leasing Contracts

Article 237 A financial leasing contract is a contract whereby the lessor, upon purchase of
the lessee-selected lease item from a lessee-selected seller, provides the lease item to
the lessee for its use, and the lessee pays the rent.
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Article 238 The contents of a financial leasing contract include terms such as the name,
quantity,specifications, technical performance, and method of inspection of the lease item,
the lease term, the rental components and the time, method and currency of payment, as
well as the ownership of the lease item at the end of the lease term, etc.

A financial leasing contract shall be concluded in writing.

Article 239 Under the sales contract concluded by the lessor according to the lessee's
selection of the seller and the lease item, the seller shall deliver the subject matter to the
lessee in accordance with the contract, and the lessee enjoys the rights of the buyer in
respect of taking delivery of the subject matter.

Article 240 The lessor, the seller and the lessee may agree that any claim arising from the
seller's failure in the performance of its obligations under the sales contract will be made
by the lessee. Where the lessee makes such a daim, the lessor shall provide assistance.

Article 241 Without the consent of the lessee, the lessor may not amend any
lessee-related term in the sales contract concluded by it according to the lessee’s
selection of the seller and the lease item.

Article 242 The lessor shall be entitled to the ownership of the lease item. In case the
lessee goes bankruptcy, the lease item is not part of its bankruptcy assets.

Article 243 Unless otherwise agreed by the parties, the rent under a financial leasing
contract shatl be determined based on the major portion of or full costs of purchasing the
lease item and the lessor’s reasonable profit.

.- Article 244 Where the lease item does not comply with the contract or is not fit for the
intended purpose, the lessor is not liable, except where the lessee relies on the skills of
the lessor in selecting the lease item or the lessor interferes with the selection thereof.

Article 245 The lessor shall give warranty in respect of the lessee’s possession and use of
the lease item.
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Article 246 If in the pc ion of the | the lease item causes personal injury or
property damage to a third party, the lessor is not liable.

Article 247 The lessee shall keep and use the lease item with due care. While in
possession of the lease item, the lessee shall perform the obligations of maintenance and
repair thereof.

Article 248 The lessee shall pay the rent in accordance with the contract. Where the
lessee fails to pay the rent within a reasonable time limit after receiving the demand for
payment from the lessor,.the lessor may require payment of the full rent; or it may
terminate the contract and take back the lease item.

Article 249 Where the parties agree that the lease item shall belong to the lessee at the
expiry of the lease term, the lessee has paid the majority of the rent but is unable to pay
the remaining rent,and the lessor terminates the contract for this reason and takes back
the lease item, if the value of the lease item taken back exceeds the rent and other
expenses which the lessee owes to the lessor, the lessee may request the lessor to return
a certain part.

Article 250 The lessor and the lessee may agree on the ownership of the lease item at the
expiry of the lease term. Where ownership of the lease item is not agreed or the
agreement is not clear, nor can it be determined in accordance with Article 61 of this Law,
the ownership of the lease item shall belong to the lessor.

Chapter 15 Contracts for Work

Article 251 A contract for work is a contract whereby the contractor shall, in light of the
requirements of the ordering party, complete certain work and deliver the results therefrom,
and the ordering party pays the remuneration therefor.

Work includes processing, ordering, repairing, duplicating, testing, inspecting, etc..

Article 252 The contents of a contract for work shall contain such clauses as the subject
matter,quantity, quality, remuneration, method of the work, supply of materials, term of
performance,standards and method of inspection.
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Article 253 The contractor shall use its own equipment, skills and labor to complete the
main part of the work, except as otherwise agreed upon by the parties.

Where the contractor assigns the contracted work to a third party for completion, the
contractor shall be responsible to the ordering party in respect of the work results
completed by the ordering party. Where the assignment is not approved by the ordering
party, the ordering party may terminate the contract.

Article 254 The contractor may assign some ancillary work contracted to a third party for
completion.

Where the contractor assigns some ancillary work to a third party for completion, the
contractor hall be responsible to the ordering party for the work result completed by a third
party.

Anrticle 255 Where the contractor is to supply the materials, the contractor shall select the
materials in accordance with the contract and shall make such materials available for
inspection by the ordering party.

Article 256 Where the ordering party is to supply the materials, it shall supply the materials
in accordance with the contract. The contractor shall timely inspect the materials supplied
by the ordering party, and if it discovers that they do not conform to the agreement in the
contract, it shall timely notify the ordering party to replace them or supply what is lacking
or take other remedial measures.

The contractor may not replace the materials supplied by the ordering party without
authorization, and may not replace any components which do not need to be repaired.

Asticle 257 Where the contractor discovers that the drawings or technical requirements
provided by the ordering party are unreasonable, it shall timely notify the ordering party.
Where any losses are caused to the contractor due to the indolent reply of the ordering
party and other reasons, the ordering party shall be liable for making compensation.

Article 258 Where the ordering party changes its requirements for the contracted work
while the work is under way, thereby causing losses to the contractor, the ordering party
shall be liable for making compensation.
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Article 259 Where the performance of the contracted work requires assistance of the
ordering party, the ordering party shail have the obligation to provide assistance. Where
the contracted work is unable to be completed due to the ordering party’s failure in fulfilling
its obligation of assistance, the contractor may urge the ordering party to perform its
obligation within a

reasonable time limit and may extend the term of its performance; where the ordering
party fails to perform such obligation within the time timit, the contractor may terminate the
contract.

Article 260 In the period of working, the contractor shall accept the necessary supervision
over and inspection of the work by the ordering party. The ordering party may not obstruct
the normal work of the contractor with the supervision and inspection.

Article 261 Upon the completion of the contracted work, the contractor shall deliver the
work results to the ordering party and shall submit necessary technical materials and the
relevant quality certificate. The ordering party shall conduct acceptance inspection of the
work results.

Article 262 Where the work results delivered by the contractor fail to meet the quality
requirements, the ordering party may request the contractor to bear the liabilities for the
breach of contract by way of repairing, remaking, reducing remuneration, or making
compensation.

Article 263 The ordering party shall pay the remuneration at the agreed time limit. Where
the time limit of payment is not agreed or the agreement is not clear, nor can it be
determined in accordance with Article 61 of this Law, the ordering party shall pay it at the
time when the contractor delivers the work results; where the work results are partially
delivered, the ordering party

shall make payment accordingly.

Article 264 Where the ordering party fails to pay the remuneration or cost for the materials,
etc. to the contractor, the contractor is entitled to lien upon the work results, except as
otherwise agreed upon by the parties. ’
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Article 265 The contractor shall keep the materials supplied by the ordering party and the
completed work resuits with due care, and shall be liable for damages in case of any
damage or losses due to improper care.

Article 266 The contractor shall keep the relevant information confidential as required by
the ordering party, and may not retain any replica or technical material without permission
of the ordering party.

Article 267 Joint contractors are jointly and severally liable to the ordering party, except as
otherwise agreed upon by the parties.

Article 268 The ordering party may terminate the contract at any time, but it shall bear the
liability for making compensation for losses, if the contractor suffers losses therefrom.

Chapter 16 Contracts for Construction Projects

Article 269 A contract for construction project is a contract whereby the contractor
performs project construction, and the developer pays the price.

Contracts for construction projects include contracts for survey, design, and
construction.

Article 270 A contract for construction project shall be in written form.

Article 271 Tendering for a construction project shall be conducted in an open, fair and
impartial manner in accordance with the relevant laws.

Article 272 The developer may enter into a contract for construction project with a prime
contractor, or enter into contracts for survey, design, and construction with the surveyor,
designer, and constructor respectively.

The developer may not divide a construction project which should be completed by
one contractor into several parts and contract them out to several contractors.
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Subject to consent by the developer, the prime contractor or the contractor for
survey,design, or construction may delegate part of the contracted work to a third party.
The third party and the prime contractor or the contractor for survey, design, or
construction shall be jointly and severally liable to the developer in respect of the work
product completed by such third party. The contractor may not assign in whole to any third
party the contracted construction project, or divide the whole contracted construction
project into several parts and separately assign each part to a third party under the guise
of sub-contracting.

The contractor is prohibited from sub-contracting any part of the project to an entity
not appropriately qualified. A sub-contractor is prohibited from further sub-contracting its
contracted work. The main structure of the construction project must be constructed by
the contractor itself.

Article 273 A contract for a major state construction project shall be concluded in
accordance with the procedure prescribed by the state and in compliance with the
state-approved documents such as the investment plan and feasibility studies report, etc.

Article 274 A contract for survey or design includes terms such as the time limit for
submission of the relevant basic information and documents (including budget estimate),
the quality requirements,fees, and other conditions of cooperation, etc.

Article 275 A construction contract includes terms such as the scope of the project, the
construction period, the time for commencement and completion of any work to be
commissioned in the interim,the quality of the project, the cost of the project, the time for
delivery of technical materials, the responsibilities for the supply of materials and
eguipment, the appropriation of

funds and settlement of account, inspection upon completion of the project, the scope and
period of quality warranty, and cooperation between the parties, etc.

Article 276 Where the construction project is subject to supervision, the developer shall
enter into an agency appointment contract for project supervision with a project supervisor
in writing. The rights, obligations and associated legal liabilities of the developer and
supervisor shall be prescribed in accordance with the provisions hereof concerning
agency appointment contracts and the provisions of other relevant laws and
administrative regulations.
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Article 277 Provided that the developer does not interfere with the normal operation of the
contractor,it may inspect the progress and quality of the work at any time.

Article 278 In the case of concealed work, the contractor shall give the developer notice
for inspection prior to concealment. Where the developer fails to timely conduct inspection,
the contractor may extend the relevant project milestones, and is entiled to claim
damages for work stoppage or work slowdown, etc.

Article 279 Upon completion of the construction project, the developer shall conduct
acceptance inspection according to the construction drawings and specifications, and in
accordance with the rules of construction inspection and quality inspection standard
prescribed by the state. Once the construction project has passed the acceptance
inspection, the developer shall pay the

prescribed price and accept the construction project.

The completed construction project may be put into use only after it has passed the
acceptance inspection; if the construction project has not been inspected or has failed the
inspection, it may not be put into use.

Article 280 Where the developer sustains any loss from construction delay due to
non-compliance of the survey or design or due to delayed delivery of the survey or design
documents, the surveyor or the designer shall continue to improve the survey or design,
reduce or forgo the survey fee or design fee, and pay damages.

Article 281 Where the construction project fails to meet the prescribed quality
requirements due to any reason attributable to the constructor, the developer is entitled to
require the constructor to repair, re-construct or make alteration free of charge within a
reasonable time. Where delivery

of the project is delayed due to such repair, re-construction or aiteration, the constructor
shall be liable for breach of contract.

Article 282 Where the construction project caused personal injury and property damage
during its reasonable usage period due to any reason attributable to the contractor, the
contractor shall be liable for damages.
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Article 283 Where the developer fails to provide raw materials, equipment, site, funds, or
technical information at the prescribed time and in accordance with the contractual
requirements, the contractor may extend the relevant project milestones, and is entitled to
claim damages for work stoppage or slowdown, etc.

Article 284 If an ongoing project is stopped or delayed due to any reason attributable to
the developer.the developer shall take the appropriate measures to make up or mitigate
the loss, and shall indemnify the contractor for its loss and out-of-pocket expenses arising
from resulting work stoppage, slowdown, reshipment, re-dispatch of mechanical
equipment, and excess inventory of materials and assemblies, etc.

Article 285 Where in the course of survey or design, any repeating work, work stoppage or
change of design occurs due to the developer's change of plan, the incorrect information
provided by it, or its failure to provide the working conditions necessary for the survey or
design at the prescribed time, the developer shall increase the fees in light of the actual
amount of work done

by the surveyor or designer.

Article 286 If the developer failed to pay the price in accordance with the contract, the
contractor may demand payment from the developer within a reasonable period. Where
the developer fails to pay the price at the end of such period, the contractor may enter into
an agreement with the developer to liquidate the project, and may also petition the
People’s Court to auction the

project in accordance with the law, unless such project is not fit for liquidation or auction in
light of its nature.

The construction project price shall be paid in priority out of proceeds from the
liquidation or auction of the project.

Article 287 A matter not provided for in this Chapter shall be governed by the relevant
pravision governing contracts of hired works.

Chapter 17 Transportation Contracts

Section One General Provisions




Article 288 A transportation contract is a contract whereby the carrier carries passengers
or cargoes from the starting place of carriage to the agreed destination, and the passenger,
consignor or consignee pays for the ticket-fare or freight.

Article 289 A carrier engaged in public transportation may not refuse the normal and
reasonable carriage request of a passenger or consignor.

Article 290 The carrier shall safely carry the passengers or cargoes to the agreed
destination within the agreed time or within a reasonable time.

Article 291 The carrier shall carry the passengers or cargoes to the agreed destination via
the agreed route or the customary carriage route.

Article 292 A passenger, a consignor or a consignee shall pay the ticket-fare or freight.
Where the carrier fails to carry the passengers or the cargoes via the agreed or customary
carriage route,thereby increasing the ticket-fare or freight, the passenger, consignor or
consignee may refuse to pay any increased portion thereof.

Section Two Passenger Transportation contracts

Article 293 A passenger transportation contract is established upon the carrier's delivery
of the passenger ticket to the passenger, except as otherwise agreed upon by the parties
or there are other transaction practices.

Article 294 The passenger shall board the means of transportation with a valid passenger
ticket. If the passenger boards without a ticket, exceeds the distance paid for, takes a
higher class or higher berth than booked, or boards with an invalid ticket, he shall make up
the payment for an appropriate ticket, and the carrier may charge an additional payment in
accordance with the relevant provisions. Where the passenger fails to pay the ticket-fare,
the carrier may refuse to carry.

Article 295 Where the passenger is unable to board the means of transportation at the
time stated on the passenger ticket due to any reason attributable to himself, he shall
undergo the formalities for ticket cancellation and refund or for ticket modification within
the agreed period. Where the passenger fails to do so within the time period, the carrier
may refuse to refund the ticket-fare, and no longer bear the obligation of carriage.




Article 296 In the course of carriage, the passenger’s carry-on luggage shall be within the
agreed limit of quantity. Where the luggage exceeds the agreed limit of quantity, the
additiona! luggage shall be checked in.

Article 297 The passenger may not bring with him or pack in the luggage such dangerous
articles as are flammable, explosive, toxic, corrosive, or radioactive as well as those that
might endanger the safety of life and property on board the means of transportation or
other contraband articles.

Where the passenger violates the provisions of the preceding paragraph; the carrier
may unload,'destroy or turn over to the relevant authority the contraband articles. Where
the passenger insists on carrying in person or placing in his luggage the contraband
articles, the carrier shall refuse to carry.

Article 298 The carrier shall timely inform the passenger of any major causes hindering
the normal carriage and the matters which shall be noted for purpose of safety carriage.

Article 299 The carrier shall carry the passenger according to the time and the carriage
schedule stated on the passenger ticket. Where the carrier delays in carmiage, it shall,
upon request by the passenger, either arrange the passenger to take other flights or
numbers or refund the ticket-fare. .

Article 300 Where the carrier unilaterally changes the means of transportation, thereby
lowering the standards of service, it shall, upon request by the passenger, refund the
ticket-fare or lower the price of the ticket; where the service standards are enhanced, no
additional ticket-fare

shail be charged.

Article 301 In the course of carriage, the carrier shall gives its best efforts to assist the
passenger who is seriously ill, or who is giving birth to a child or whose life is at risk.

Article 302 The carrier shall be liable for damages in case of injury or death of the
passenger in the course of carriage, except where such injury or death is attributable to
the passenger’s own health, or the carrier proves that such injury or death is caused by
the passenger's intentional misconduct or gross negligence.
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The provisions in the preceding paragraph apply to a passenger who is exempted
from buying a ticket or holds a preferential ticket pursuant to the relevant provisions, or
who is permitted by the carrier to be on board without a ticket. ’

Article 303 Where an article that the passenger takes with him on board is damaged or
destroyed during the period of carriage, the carrier shall be liable for the damage if it has
committed faults.

Where the passenger’ s check-in luggage is damaged or lost, the relevant provisions
on the carriage of cargoes shall be applied.

Section Three Cargo Transportation contracts

Asticle 304 In undergoing the formalities for cargoes, the consignor shall precisely indicate
to carrier the name of the consignee or the consignee by order, the name, nature weight,
amount and the place for taking delivery of the cargoes, and other information necessary
for cargo carriage.

Where the carrier suffers from damage due to untrue declaration or omission of
important information by the consignor, the consignor shall be liable for damages.

Article 305 Where carriage of the cargo is subject to such procedures as examination and
approval or inspection, the consignor shall submit to the carrier the documents of
fulfilment of the relevant procedure.

Article 306 The consignor shall pack the cargo in the agreed manner. Where the packing
manner is not agreed or the agreement is not clear, the provisions of Article 156 of this
Law shall be applied.

Where the consignor violates the provisions of the preceding paragraph, the carrier
may refuse to carry.

Article 307 In consigning any dangerous articles which are inflammable, expiosive, toxic,
corrosive, or radioactive, the consignor shall, in accordance with the provisions of the
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State on the carriage of dangerous articles, property pack the dangerous articles and affix
thereon signs and labels

for dangerous articles, and shall submit the written papers relating to the number and
measures of precaution to the carrier

If the consignor violates the provisions of the preceding paragraph, the carrier may
refuse to carry, and may also take corresponding measures to avoid losses, expenses
thus caused shall be borne by the consignor .

Article 308 Prior to carrier’s delivery of the cargoes to the consignee, the consignor may
request the carrier to suspend the carriage, return the cargoes, change the destination or
deliver the cargoes to another consignee, but it shall compensate the carrier for any
losses thus caused.

Article 309 Upon arrival of the cargoes, if the carrier has the knowledge of the consignee,
it shall timely notify the consignee and the consignée shall timely take delivery. Where the
consignee takes delivery exceeding the time limit, it shall pay such expenses as storage of
the goods, etc.

Article 310 Upon taking delivery of the cargoes, the consignee shall inspect the cargoes at
the agreed time. Where the time for inspection is not agreed or the agreement is not clear,
nor can it be determined in accordance with Article 61 of this Law, the consignee shall
inspect the cargo within a reasonable time limit. The consignee's failure to raise any
objection on the quantity of, or any damage to, the cargoes within the agreed time limit or
within a reasonable time limit is deemed prima facie evidence of delivery by the carrier in
compliance with the description in the transportation documents.

Article 311 The carrier is liable for damages in case of damage to or loss of the cargoes in
the course of carriage, provided that it is not liable for damages if it proves that such
damage to or loss of the cargoes is caused by force majeure, the intrinsic characteristics
of the cargoes,reasonable depletion, or the fault of the consignor or consignee.

Article 312 Where the parties agree on the amount of damages in case of damage to or
loss of the cargoes,the damages payabte is the agreed amount; if the amount of damages
is not agreed or the agreement is not clear, nor can it be determined in accordance with
Avticle 61 of this Law, it shall be calculated on the basis of the prevailing market price at
the destination when the cargoes are or ought to be delivered. Where a law or '
administrative regulation provides otherwise in respect of the measures for the calculation
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of damages and of the ceiling of the amount of damages, these provisions shall be
applied.

Article 313 Where two or more carriers jointly carry the cargoes using the same means of
transportation,the carrier contracting with the consignor shall be responsible for the whole
course of carriage.Where the losses occurred at a particular segment, the carrier
contracting with the consignor and the carrier for such segment are jointly and severally
liable.

Article 314 Where the cargoes are lost in the course of carriage due to force majeure, if
the freight has not been collected, the carrier may not request the payment thereof; if the
freight has been collected, the consignor may request the refund of the freight.

Article 315 Where the consignor or consignee fails to pay the freight, storage fees and
other carriage expenses, the carrier is entitled to lien on the relevant carried cargoes,
except as otherwise agreed upon by the parties.

Article 316 Where the consignee is not clear or refuses to take delivery of the cargoes
without justified reasons, the carrier may place the cargo in escrow according to the
provisions of Article 101 of this Law.

Section Four Multi-modal Transportation contract

Article 317 A multi-modal carriage operator is responsible for performing, or arranging for
performance of, the muiti-modal transportation contract, and it enjoys the rights and
assumes the obligations of a carrier throughout the course of carriage.

Article 318 The multi-modal carriage operator and the segment carriers may enter into
agreements on their respective duties concerning each segment, provided that the
obligations of the multi-modal carriage operator with respect to the entire course of
carriage are not affected by any such agreement.

Article 319 Upon receipt of the cargo delivered by the consignor, the multi-modal carriage
operator shall issue thereto a multi-modal carriage document. The multi-modal carriage
document may either be assignable or non-assignable as required by the consignor.

Article 320 Where the multi-modal carriage operator sustains any loss due to the fault of
the consignor in the course of consigning the cargo, the consignor shall be liable for
damages notwithstanding its subsequent assignment of the muiti-modal carriage
document.
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Article 321 Where damage to or loss of the cargo occurred within a particular segment of
the course of a multi-modal carriage, the multi-modal carriage operator's liability for
damages and any limitation thereon are governed by the applicable transportation law of
the jurisdiction which such segment is under. Where the segment in which the cargo is
damaged or lost cannot be determined, the liability for damages shall be borne in
accordance with the provisions of this Chapter.

Chapter 18 Technology Contracts
Section One General Provisions

Article 322 A technology contract is a contract the parties conclude for establishing their
rights and obligations in respect of the development or transfer of technology, or in respect
of technical consulting or service.

Article 323 The conclusion of a technology contract shall be conducive to the
advancement of science and technology, and expedite the conversion, application and
dissemination of scientific and technologicatl achievements.

Article 324 The contents of a technology contract shall be agreed upon by the parties, and
shall contain the following clauses in general:

(1) project name;

(2) contents, scope and requirement of the subject matter;

(3) the plan, schedule, period, place, territory and method of performance;

(4) confidentiality of technical information and materials;

(5) allocation of responsibilities for risks;

(6) ownership of the technology and allocation of benefits accrued therefrom;

(7) standard applicable to and method of acceptance test;
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(8) price, remuneration or licensing fee and the method of payment,

(9) liquidated damages or method for calculation of damages;
(10) method of dispute resolution;
(11) definition of terms and phrases.

The parties may agrée to include the following materials relating to the performance
of the contract as an integral part thereof: technical background information, feasibility
studies and technica! evaluation report, project task matrix and project plan, technical
standard, technical specifications, original design and technique documents, as well as
other technical documentation.

Where the technology contract involves any patent, it shall set forth the name of the
invention or innovation, the patent applicant and the patentee, the date of application, the
application number, patent number and the term of the patent.

Article 325 The method for payment of the price, remuneration or licensing fee under a
technology contract shall be agreed upon by the parties, who may agree upon lump-sum
payment based on one-time calculation or installment payment based on one-time
calculation, and may also agree upon royalty payment or royalty payment plus advance
payment of initial fee.

Where a royalty payment method is agreed upon, the royalty may be calculated as a
percentage of the product price, any increase in product value resulting from exploitation
of the patent or use of the technical secret, profit, or product sales, and may also be
calculated by any other method agreed upon by the parties. The royalty rate may be fixed
or subject to annual increase or decrease.

Where a royalty payment is agreed, the parties shall agree in the contract a method
for inspection of the relevant accounting books.
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Article 326 Where the right to use and the right to transfer job-related technology belong to
a tegal person or an organization of any other nature, the legal person or organization may
enter into a technology contract in respect of such job-related technology. The legal
person or organization shall reward or remunerate the individual(s) who developed the
technology with a percentage of

the benefits accrued from the use and transfer of the job-related technology. Where the
legal person or organization is to enter into a technology contract for the transfer of the
job-related technology, the individual who accomplished this technological achievement
shall have the priority to be the transferee under the same conditions.

A job-related technology is a technology developed in the course of completing a task
assigned by a legal person or an organization of any other nature, or developed by
primarily utilizing the material and technical resources thereof.

Article 327 The right to use and the right to transfer non-job-related technology belong to
the individual developer, who may enter into a technology contract in respect thereof.

Article 328 The individual who developed the technology is entitled to identify himself as
the developer in the documentation related thereto, and to receive honor certificate and
reward.

Article 329 Atechnology contract which illegally monopolizes technology, impairs
technological advancement or infringes on the technology of a third party is invalid.

Section Two Technology Development Contract

Article 330 A technology development contract is a contract concluded in respect of the
development of a new technology, product, technique or material and the associated
system.

Technology development contracts include commissioned development contracts and
cooperative development contracts.

A technology development contract shall be in written form.
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A contract on the conversion of a scientific achievement with potential for industrial
application is governed by reference to the provisions on technology development
contracts.

Article 331 The commissioning party under a commissioned development contract shall,
in accordance with the contract, provide development funds and pay remuneration; supply
technical materials and original data; complete its tasks of cooperation; and accept the
developed technology.

Article 332 The developer under a commissioned development contract shall, in
accordance with the contract, prepare and implement the development plan; use
development funds in a reasonable manner; timely complete the development and deliver
the developed technology, as well as provide the relevant technical materials and
necessary technical guidance so as to help the commissioning party master the
technology developed.

Article 333 Where the commissioning party breaches the contract, thereby causing
stoppage, delay or failure of the development, it shall be liable for the breach of contract.

Article 334 Where the developer breaches the contract, thereby causing stoppage, delay
or failure of the development, it shall be liable for the breach of contract.

Article 335 Parties to a cooperative development contract shall, in accordance with the
contract, make investment, including investment in the form of technology; participate in
the development by performing their respective tasks; and cooperate with each other in
the development.

Article 336 Where a party to a cooperative development contract breaches the contract,
thereby causing stoppage, delay or failure of the development, it shall be tiable for the
breach of contract.

Article 337 Where the technology which is the subject matter of a technology development
contract is made public by a third party, thereby making the performance of the technology
development contract meaningless, the parties may terminate the contract.

Article 338 If, in the course of implementing a technology development contract, the
development is failed in whole or in part due to any insurmountable technical difficulty,
allocation of the responsibility for such risk shall be agreed upon by the parties. Where the
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allocation of responsibility for such risk is not agreed upon or the agreement is not clear,
nor can it be determined in accordance with Article 610f this Law, it shall be shared by the
parties in a reasonable manner.

Where a party discovers any circumstance which may lead to the failure of the
development in whole or in part as described in the preceding paragraph, it shall timely
notify the other party and take the appropriate measures to mitigate loss; where the party
fails to timely notify the other party and take the appropriate measures, thereby enlarging
the losses, it shall be liable

for the enlarged losses.

Articte 339 Unless otherwise agreed upon by the parties, the right to apply for patent on
the invention or innovation resulting from a commissioned development belongs to the
developer. Where the developer is granted a patent, the commissioning party may exploit
such patent free of charge.

Where the developer is to assign the right to apply for patent on the Invention or
innovation resulting from the commissioned development, the commissioning party shall
have the right to priority in acquiring such right under the same conditions.

Article 340 Unless otherwise agreed upon by the parties, the right to apply for patent on
the invention or innovation resuiting from a cooperative development betongs to the
parties therein jointly. Where a party is to assign its joint patent application right, the other
parties shall have the right to priority in acquiring such right under the same conditions.

Where a party in the cooperative development s a waiver of its joint patent

application right, the other party may apply by itself, or the other parties may jointly
apply.as the case may be. Where a patent is granted on the invention or innovation, the
party waiving its patent application right may exploit such patent free of charge.

If a party in the cooperative development does not consent to the application for
patent, the other party or parties may not apply for patent.

Article 341 The right to use and transfer the technical secret resulting from a
commissioned or cooperative development, and the method for allocation of benefits
accrued therefrom shall be agreed upon by the parties. Where such matters are not
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agreed or the agreement is not clear, nor can they be determined in accordance Article 61
of this Law, all of the parties are entitled to use and transfer the technology, provided that
the developer in a commissioned development may not transfer the technology to a third
party before it delivers the technology to the commissioning party.

Section Three Technology Transfer Contracts

Article 342 Technology transfer contracts include contracts for the assignment of patent,
assignment of patent application right, transfer of technical secrets, and patent licensing.

A technology transfer contract shall be in written form.

Article 343 A technology transfer contract may set forth the scope of exploitation of the
patent or the use of the technical secret by the transferor and the transferee, provided that
it may not restrict technotogical competition and technological development.

Article 344 A patent licensing contract is only valid during the term of the patent. Where
the term of the patent expires or the patent is invalidated, the patentee may not enter into
a patent licensing contract with any other person in respect thereof.

Article 345 The transferor under a patent licensing contract shall, in accordance with the
contract license the patent to the transferee, deliver the technical materials related to the
exploitation of the patent, and provide the necessary technical guidance.

Article 346 The transferee under a patent licensing contract shall exploit the patent in
accordance with the contract and may not license the patent to any third party except as
provided for in the contract; and shall pay the licensing fee in accordance with the
contract.

Article 347 The transferor under a contract for transfer of technical secret shall, in
accordance with the contract, supply the technical materials, provide technical guidance,
and warrant the practical applicability and reliability of the technology, and shall abide by
its confidentiality obligations.

Article 348 The fransferee under a contract for transfer of technical secret shall, in
accordance with the contract, use the technology, pay the licensing fee and abide by its
confidentiality obligations.
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Article 349 The transferor under a technology transfer contract shall warrant that it is the
lawful owner of the technology provided, and shall warrant that the technology provided is
complete, free from error, effective, and capable of achieving the prescribed goals.

Article 350 The transferee under a technology transfer contract shall, in conformity with
the scope and the time period as agreed upon in the contract, abide by its confidentiality
obligations in respect of the non-public and secret portion of the technology provided by
the transferor.

Article 351 Where the transferor fails to transfer technology in accordance with the
contract, it shall refund the licensing fee in part or in whole, and shall be liable for the
breach of contract;where the transferor exploits the patent or uses the technical secret
beyond the agreed scope, or unilaterally allows the patent to be exploited or the technical
secret to be used by a third

party in breach of the contract, it shall cease the breach and be liable for the breach of
contract; where the transferor breaches any agreed confidentiality obligation, it shall be
liable for the breach of contract.

Article 352 Where the transferee fails to pay the agreed licensing fee, it shall pay the
overdue licensing fee and pay breach of contract damages in accordance with the
contract; where it fails to pay the overdue licensing fee and breach of contract damages, it
shall cease exploitation of the patent or use of the technical secret, return the technical
materials, and be liable for the breach of contract; where the transferee exploits the patent
or uses the technical secret beyond the agreed scope, or allows the patent to be exploited
or the technical secret to be used by a third party without consent of the transferor in
breach of the contract, it shall cease the breach and be liable for the breach of contract;
where the transferee breaches any agreed confidentiality obligation, it shall be liable for
the breach of contract.

Article 353 Where the exploitation of the patent or the use of the technical secret by the
transferee in accordance with the contract infringes on the lawful interests of any other
person, the liability shall be borne by the transferor, except as otherwise agreed upon by
the parties.

Article 354 The parties may, on the basis of mutual benefit, provide in the technology
transfer contract for the method of sharing any subsequent improvement resulting from

—— ———
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the exploitation of the patent or use of the technical secret. If such method is not agreed or
the agreement is not

clear, nor can it be determined in accordance with Article 61 of this Law, neither party is
entitled to share any subsequent improvement made by the other party.

Article 355 Where the relevant laws or administrative regulations provide otherwise in
respect of technology import or export contracts or in respect of patent contracts or
contracts for patent application, such provisions shall prevail.

Section Four Technical Consulting Contracts and Technical Service Contracts

Article 356 Technical consulting contracts include contracts for provision of feasibility
studies,technical forecast, specialized technical investigation, and analysis and evaluation
report, etc.in respect of a particular technical project.

Atechnical service contract means a contract whereby one party solves a particular
technical problem for the other party by utilizing its technical knowledge, excluding a
contract for construction project or a contract of hired work.

Article 357 The client under a technical consulting contract shall, in accordance with the
contract,describe the problem on which consultancy is sought, provide the technical
background information as well as related technical materials and data; and accept the
work product from, and'pay the

remuneration to, the consultant.

Article 358 The consultant under a technical consulting contract shall complete the
consulting report or answer the question within the agreed period; the consulting report
submitted shall comply with the requirements set forth in the contract.

Article 359 Where the client under a technical consulting contract fails to provide the
necessary materials and data in accordance with the contract, thereby impairing the
progress and quality of the work, or fails to accept or delays in accepting the work result, it
may not claim refund of the remuneration paid, and shall pay any unpaid remuneration.
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Where the consultant under the technical consulting contract fails to provide the
consulting report within the agreed period or the consulting report submitted does not
comply with the contract, it shall be liable for the breach of contract by way of reducing or
foregoing the remuneration, etc.

The dient under a technical consulting contract shall compensate the loss resulting
from any decision made by it based on the complying consulting report and apinion
provided by the consultant, except as otherwise agreed upon by the parties.

Article 360 The client under a technical service contract shall, in accordance with the
contract, provide the working conditions and complete its tasks of cooperation; accept the
work results and pay the remuneration.

Article 361 The service provider under a technical service contract shall, in accordance
with the contract, complete the services, solve the technical problem, warrant the quality
of its work,and communicate the knowledge for solving the technical problem.

Article 362 Where the client under a technical service contract fails to perform its
contractual obligations, or the performance is not in conformity with the contract, thereby
impairing the progress and quality of the work, or fails to accept or delays in accepting the
work results, it may not claim refund of the remuneration paid, and shall pay any unpaid
remuneration.

Where the service provider under a technical service contract fails to complete
services in accordance with the contract, it shall be liable for the breach of contract by way
of forgoing the remuneration, etc.

Article 363 In the course of performing a technical consulting contract or a technical
service contract,any new technology developed by the consultant or service provider
utilizing the technical materials and working conditions provided by the client belongs to
the consultant or service provider. Any new technology developed by the client utilizfng the
work results provided by the

consultant or service provider belongs to the client. However, if the parties agree
otherwise in the contract, such provisions shall prevail.
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Article 364 Where a relevant law or administrative regulation provides otherwise in respect
of technology intermediary service contracts or technical training contracts, such
provisions shall prevail.

Chapter 19 Storage Contracts

Article 365 A storage contract is a contract whereby the depository keeps the deposit
delivered by the depositor, and eventually returns it thereto.

Article 366 The depositor shall pay the storage fee to the depository in accordance with '
the contract.

Where the storage fee is not agreed or the agreement is not clear, nor can it be
determined in accordance with Article 61 of this Law, the storage shall be for free.

Article 367 A storage contract is established upon delivery of the deposit, except as
otherwise agreed upon by the parties.

Article 368 Upon the depositor's delivery of the deposit to the depository, the depository
shall issue a deposit voucher thereto, except as otherwise practised in transaction.

Article 369 The depository shall keep the deposit with due care.

The parties may agree the place and manner of storage. The place and manner of

storage may not be changed without authorization, except in an emergency situation or for

the purpose of protecting the depositor’ s interests.

Article 370 Where the deposit delivered by the depositor has defects or requires special
storage measures in light of its nature, the depositor shall inform the depository of the
relevant situation.Where the depositor fails to inform, thereby causing damage to the
deposit, the depository is not liable for damages; where the depository sustains any loss
as a result, the depositor shalt be liable for damages, except where the depository is, or
ought to be, aware of the situation and fails to take remedial measures.
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Article 371 The depository may not delegate storage of the deposit to a third party, except
as otherwise agreed upon by the parties.

Where the depository delegated storage of the deposit to a third party in violation of
the provisions of the preceding paragraph, thereby causing damage to the deposit, the
depository shall be liable for damages.

Article 372 The depository may not use, or allow the use of, the deposit, except as
otherwise agreed upon by the parties.

Article 373 Where a third party makes a claim on the deposit, the depository shall perform
its obligation of returning the deposit to the depositor, except where an order of
preservation or enforcement is carried out in respect of the deposit in accordance with the
law.

Where a third party brings a lawsuit against the depository or applies for attachment
of the deposit, the depository shall timely notify the depositor.

Article 374 If the deposit is damaged or lost due to improper storage by the depository
during the deposit period, the depository shall be liable for damages, provided that if the
storage is provided for free, and the depository proves that it has no gross negligence, it
shall be not liable for damages.

Article 375 Where the depositor is 1o deposit money, securities, or any other valuable item
for storage, it shall make a declaration to the depository on such item, which shall be
inspected or sealed by the depository. Where the depositor fails to make such declaration
and the article is damaged,destroyed or lost afterwards, the depository may compensate
for it as it is an ordinary article.

Article 376 The depositor may retrieve the deposit at any time.

Where a deposit period is not agreed or the agreement is not clear, the depository
may require the depositor to retrieve the deposit at any time; where a deposit period is
agreed,without special reason, the depository may not require the depositor to retrieve the
deposit before the expiry of the deposit period.
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Article 377 At the expiry of the deposit period, or if the depositor retrieves the deposit
before the expiry of the deposit period, the depository shall return the original item
together with any fruit thereof to the depositor.

Article 378 Where the depository keeps money deposit, it may return money of the same
type and quantity. Where the depository keeps any other fungible item, it may return any
item of the same type,quality and quantity in accordance with the contract.

Article 379 Under a storage contract for value, the depositor shall pay to the depository
the storage fee at the agreed time.

Where the time of payment of the storage fee is not agreed or the agreement is not
clear, nor can it be determined in accordance with Article 61 of this Law, the storage fee
shall be paid at the same time the deposit is retrieved.

Article 380 Where the depositor fails to pay the storage fee and other expenses, the
depository is entitled to lien on the deposit, unless as otherwise agreed upon by the
parties.

Chapter 20 Warehousing Contracts

Article 381A warehousing contract is a contract whereby the safekeeping party stores the
goods delivered by the depositor, and the depositor pays the warehousing fee.

Article 382 A warehousing contract becomes effective upon its formation.

Article 383 Where the depositor inténds to store any dangerous article which is
inflammable, explosive,toxic, corrosive, or radioactive, etc., or any material susceptible to
deterioration, it shall indicate the nature of the goods and provide the relevant information.

Where the depositor violates the provisions of the preceding paragraph, the
safekeeping party may reject the goods and may also take the appropriate measures to
avoid losses, the cost consequently incurred shall be borne by the depositor.
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Where the safekeeping party is to store any dangerous article that is inflammable,
explosive,toxic, corrosive, or radioactive, etc., it shall be equipped with the appropriate
safekeeping conditions.

Article 384 The safekeeping party shall, in accordance with the contract, conduct
warehouse-in inspection of the goods. Where in the course of such inspection, the
safekeeping party discovers that the goods are not in conformity with the terms of the
confract, it shall timely notify the depositor.

After inspection and acceptance by the safekeeping party, if it is discovered that the
category,quantity or quality of the warehousing goods are not in conformity with the terms
of the contract, the safekeeping party shall be liable for damages.

Article 385 Upon the depositor's delivery of the goods, the safekeeping party shall issue a
warehouse receipt.

Article 386 The safekeeping party shall sign or affix a seal on the warehouse receipt. The
warehouse receipt shall contain the following items:

(1) name and domicile of the depositor;

(2) category, quantity, quality, and package, number of pieces and marks of the
warehousing goods;

(3) standards of spoilage of the warehousing goods;
(4) place of storage;
(5) time period of storage;

(6) warehousing fee;
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(7) if the goods have been insured, the insured amount, term of insurance and the
name of the insurer;

(8) name of the person issuing the warehouse receipt, the place and the date of
issuance.

Article 387 The warehouse receipt is the voucher for retrieving the goods. Where the
depositor or holder of the warehouse receipt has endorsed the warehouse receipt and the
safekeeping party has signed or sealed thereon, the right to retrieve the goods may be
assigned.

Article 388 Upon request of the depositor or the holder of the warehouse receipt, the
safekeeping party shall allow the person to.inspect the goods or take samples therefrom.

Articte 389 Where the safekeeping party discovers that the warehoused goods are
deteriorating or are otherwise damaged, it shall timely notify the depositor or holder of the
warehouse receipt.

Article 390 Where the safekeeping party discovers that the warehoused goods are
deteriorating or are otherwise damaged, thereby endangering the safety and normal
safekeeping of other warehoused goods, it shall demand disposal of the goods by the
depositor or the holder of the warehouse receipt as necessary. In an emergency situation,
the safekeeping party may dispose of the goods as necessary, but shall timely notify the
depositor or holder of the warehouse receipt of the situation.

Article 391 Where the warehousing period is not agreed or the agreement is not clear, the
depositor or holder of the warehouse receipt may retrieve the goods at any time, and the
safekeeping party may require the depositor or holder of the warehouse receipt to retrieve
the goods at any time,provided that the other party shall be given the time required for
preparation.

Article 392 At the expiry of the warehousing period, the depositor or holder of the
warehouse receipt shall retrieve the goods by presenting the warehouse receipt to the
safekeeping party. Where the depositor or holder of the warehouse receipt fails to claim
the goods, additional warehousing fee

shall be charged; where the goads are retrieved before the expiry the warehousing period,
the warehousing fee shall not be reduced.
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Article 393 At the expiry of the warehousing period, if the depositor or holder of the
warehouse receipt fails to retrieve the goods, the safekeeping party may demand retrieval
within a reasonable period, and if the goods are not retrieved at the expiry of such period,
the safekeeping party may place the goods in escrow.

Article 394 Where the goods are damaged or lost during the warehousing period due to
improper safekeeping by the safekeeping party, it shall be liable for damages. If the goods
are deteriorated or damaged due to unconformity of the nature of the warehoused goods
or of the packing with the terms of the contract, or the fact that the goods exceed the valid
storage period, the

safekeeping party is not liable for damages.

Article 395 Matters not provided for in this Chapter shall be governed by the relevant
provision on storage contracts.

Chapter 21 Commission Contracts

Article 396 A commission contract is a contract whereby the principal and the agent agree
that the agent will handle the principal’s affairs.

Article 397 The principal may specifically appoint the agent to handle one or more of its
affairs, or generally appoint the agent to handle all of its affairs.

Article 398 The principal shall prepay the expenses for handling the commissioned affair.
Any expense necessary for handling the commissioned affair advanced by the agent shall
be repaid with interest by the principal.

Article 399 The agent shall handle the commissioned affair in accordance with the
instruction of the principal. Any required deviation from the principal’s instruction is subject
to consent by the principal; in an emergency where the agent has difficulty in contacting
the principal, the agent shall properly handle the commissioned affair, provided that
thereafter the agent shall timely

notify the principal of the situation.
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Article 400 The agent shall personally handle the commissioned affair. Subject to consent
by the principal, the agent may delegate the agency to a third party. If the delegation is
approved, the principal may issue instructions concerning the commissioned affair directly
to the delegate, and

the agent is only responsible for its selection of the delegate or its own instruction
thereto Where the agency is delegated without consent, the agent shall be liable for any
act of the delegate, except in an emergency where the agent needs to delegate the
agency in order to safeguard the interests of the principal.

Article 401 Upon request by the principal, the agent shall report on the progress of the
commissioned affair. Upon discharge of the commission contract, the agent shall render
an account of the commissioned affair.

Article 402 Where the agent, acting within the scope of authority granted by the principal,
enter into a contract in its own name with a third party who is aware of the agency
relationship between the principal and agent, the contract is directly binding upon the
principal and such third party,except where there is conclusive evidence establishing that
the contract is only binding upon the

agent and such third party.

Article 403 Where the agent enter into a contract in its own name with a third party who is
not aware of the agency relationship between the agent and the principal, if the agent fails
to perform its obligation toward the principal due to any reason attributable to such third
party, the agent

shall disclose the third party to the principal, allowing it to exercise the agent's rights
against such third party, except where the third party will not enter into the contract with
the agent if he knows the identity of the principal at the time of entering into the contract.

Where the agent fails to perform its obligation toward the third party due to any
reason attributable to the principal, the agent shall disclose the principal to the third
party,allowing the third party to select in alternative either the principal or the agent as the
other contract party against whom to make a claim, provided that the third party may not
subsequently change its selection of the contract party.

Where the principal exercises the rights of the agent against the third party, the third
party may avail itself of any defense it has against the agent. Where the third party selects
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the principal as the other party to the contract, the principal may avail itself of any defense
it has against the agent as well as any defense the agent has against the third party.

Article 404 Any property acquired by the agent in the course of handling the
commissioned affair shall be turned over to the principal.

Article 405 Upon completion of the commissioned affair by the agent, the principal shall
pay the remuneration thereto. Where the agency appointment contract is terminated or
the commissioned affair is not capable of being completed due to any reason not
attributable to the agent, the principal shall pay to the agent an appropriate amount of
remuneration. If the parties agrees

otherwise, such agreement shall prevail.

Article 406 Under a commission contract for value, if the principal sustains any loss due to
the fault of the agent, the principal may claim damages. Under a gratuitous agency
appointment contract, if the principal sustains any loss due to the agent's intentional
misconduct or gross negligence,the principal may claim damages.

Where the agent acts beyond the scope of authorization, thereby causing loss to the
principal, it shall pay damages.

Article 407 In the course of handling the commissioned affair, if the agent sustains any
loss due to a reason not attributable to itself, the agent may seek indemnification from the
principal.

Article 408 Subject to consent by the agent, the principal may, in addition to appointing the
agent, also appoint a third party to handle the commissioned affair. If such appointment
results in loss to the agent, it may seek indemnification from the principal.

Article 409 Where two or more agents jointly handle the commissioned affair, they are
jointly and severally liable to the principal.

Article 410 Either the principal or the agent may terminate the agency appointment
contract at any time.Where the other party sustains any loss due to termination of the
contract, the terminating party shal! indemnify the other party, untess such loss is due to a
reason not attributable to the terminating party.
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Article 411 A commission contract is discharged when either the principal or the agent is
deceased or incapacitated or enters into bankruptcy, except where the parties agree
otherwise, or where discharge is inappropriate in light of the nature of the commissioned
affair.

Anrticle 412 Where discharge of the commission contract due to the death, incapacitation
or bankruptcy of the principal will harm the principal’s interests, the agent shall continue to
handle the commissioned affair before an heir, legal agent or liquidation team thereof
takes over the commissioned affair.

Article 413 If the commission contract is discharged as a result of the death, incapacitation
or bankruptcy of the agent, the heir, legal agent or liquidation team thereof shail timely
notify the principal. Where discharge of the agency contract will harm the principal's
interests, before the principal makes any care-taking arrangement, the heir, legal agent or
liquidation team of the agent shall take the necessary measures.

Chapter 22 Contracts of Commission Agency

Article 414 A contract of commission agency is a contract whereby the commission agent
conducts trading activities in its own name for the principal, and the principal pays the
remuneration.

Article 415 The expenses incurred by the commission agent in the course of handling the
commissioned affair shall be borne by the commission agent, except as otherwise agreed
upon by the parties.

Article 416 Where the commission agent is in possession of the entrusted item, it shall
keep the entrusted item with due care.

Article 417 If an entrusted item is defective, perishable or susceptible to deterioration at
the time it was delivered to the commission agent, upon consent by the principal, the
commission agent may dispose of the item; where the trustee-trader is unable to contact
the principal in time, it may dispose of the entrusted item in a reasonable manner.

Article 418 Where the commission agent is to sell the entrusted item below, or buy the
entrusted item above, the price designated by the principal, it shall obtain consent from
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the principal. If such sale is effected without consent by the principal, and the commission
agent makes up the deficiency on its own, it is binding on the principal.

Where the commission agent sells the entrusted item above, or purchases the
entrusted item below, the price designated by the principal, the remuneration may be
increased in accordance with the contract. Where such matter is not agreed or the
agreement is not clear, nor can it be determined in accordance with Article 61of this Law,
the benefit belongs to the principal.

Where the principal gives special pricing instruction, the commission agent may not
make any sale or purchase in contravention thereof.

Article 419 Where the commission agent is to sell or purchase a commodity the price of
which is fixed by the market, the commission agent may act as the purchaser or seller
itself, unless the principal expresses otherwise.

Where the commission agent is under the situation prescribed in the preceding
paragraph, it may still require payment of remuneration from the principal.

Article 420 Once the commission agent purchases the entrusted item in accordance with
the contract, the principal shall timely take delivery. Where after receiving demand from
the commission agent, the p}incipal refuses ‘o take delivery without cause, the
commission agent may place the entrusted item in escrow in accordance with Article 101
of this Law.

Where the entrusted item fails to be sold or the principal withdraws it from sale, the
commission agent may place the entrusted item in escrow in accordance with Article 101
of this Law if the principal fails to retrieve or dispose of it after receiving such demand from
commission agent.

Article 421 Where the commission agent enters into a contract with a third party, it directly
enjoys the rights and assumes the obligations thereunder.

Where the third party fails to perform its obligations, thereby causing damage to the
principal, the commission agent shall be liable for damages, except as otherwise agreed
upon by the commission agent and the principal. V




Article 422 Where the commission agent has completed the entrusted matter or has

" partially completed the entrusted matter, the principal shall pay the appropriate

remuneration thereto. Where the principal fails to pay the remuneration within the
prescribed period, the commission agent is entitled to lien on the entrusted item, except as
otherwise agreed upon by the parties.

Article 423 Matters not prescribed in this Chapter shall be governed by the relevant
provision on commission contracts.

Chapter 23 Intermediation contracts

Article 424 A intermediation contract is a contract whereby the broker presents to the
client an opportunity for entering into a contract or provides the client with intermediary
services in connection with the conclusion thereof, and the client pays the remuneration.

Article 425 The broker shall provide true information concerning matters relevant to the
conclusion of the proposed contract.

Where the broker intentionally conceals any materiat fact or provided false
information in connection with the conclusion of the proposed contract, thereby harming
the client’ s interests,it may not require payment of any remuneration and shall be liable
for damages.

Article 426 Once the broker facilitates the formation of the propased contract, the client
shall pay the remuneration in accordance with the intermediation contract. Where
remuneration to the broker is not agreed or the agreement is not clear, nor can it be
determined in accordance with Article 61

of this Law, it shall be reasonably fixed in light of the amount of labor expended by the
broker.Where the broker facilitates the formation of the proposed contract by providing
intermediary services in connection therewith, the remuneration paid to the broker shall be
equally borne by parties thereto.

Where the broker facilitates the formation of the proposed contract, the brokeragé
expenses shall be borne by itself.
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Article 427 Where the broker fails to facilitate the formation of the proposed contract, it
may not require payment of remuneration, provided that it may require the client to
reimburse the necessary brokerage expenses incurred.

Supplementary Provisions

Article 428 This Law shall take effect as of October 1, 1999, and the Economic Contract
Law of the People's Republic of China, the Foreign-related Economic Contract Law of the
People's Repu‘blic of China, and the Technology Contract Law of the People’s Republic of
China shall be repealed simultaneously.
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