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Investigation concerning aluminium road wheels from China
Alleged information deficiencies - Statement of Essential Facts No. 181

We refer to Statement of Essential Facts 181 ("the SEF") published by Australian Customs and

Border Protection Service ("Australian Customs”) on 27 April 2012.

Inthe SEF, Australian Customs alleges that there were certain deficiencies in the information
provided by the Government of China (*GOC") in its responses to the Government
Questionnaire (*GQ") and Supplementary Government Questionnaire (*SGQ").This letter and its
related attachments represent the GOC's response and clarification to some of those

deficiencies.

At the outset, the GOC would note that it has previously provided submissions regarding its
ability to supply the information requested by Australian Customs in the ARW investigation. In
this regard, the GOC refers to the explanations regarding the intormation provided in its
responses to the GQ and SGQ. The GOC reiterates those submissions now. The GOC's
capacity to answer certain questions has not changed since the lodgement of those

submissions

A Industrial Development Policy of the Aluminium Industry and the Special Planning

for Aluminium Industry Development

The SEF notes that the GOC has not provided copies of these two documents, and considers

them to be part of the broad “GOC impact” on the aluminium industry.

The GOC has previously explained that these documents have not been formally published and
therefore could not be provided for the purposes of the investigation. This, incidentally,
precludes these documents from having any impact on GOC policy and/for the Chinese
domestic aluminium market. Any contrary characterisation is purely wrong and, without reason
or justification, completely disregards the relevant information provided by the GOC.
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B Whether SASAC, the Ministry of Commerce or the NDRC has approved the addition
or reduction of any ARW capacity since 2006

The SEF notes that, in response to question C3.1(c) of the GQ, the GOC has stated it “does not
compile a list of such projects”.

This is not an entirely accurate representation of the answer provided by the GOC. The
Response given by the GOC read:

For approval of aluminium projects, please refer to the response to the question C2.9(k)
and C3. 1(a) above. ARW is not subject to any approval beyond normal
programming/zoning and environment impact analysis.

The GOC does not compile such a list of projects of ARW or of aluminium.

To clarify - it is not the role of SASAC or the Ministry of Commerce to regulate, authorise, or
otherwise approve the production capacity adjustment of industries, such as the electrolytic
aluminium industry. While the NDRC has the broad oversight and administration of the laws
relating to approval of addition or reduction in capacity, such approvals are also administered
on a provincial and local level by local development and reform commissions. As may be the
case between authorities in the States and locat governments in Australia, there are differences
in the way policies are implemented in different jurisdictions and, resultantly, in the information
collected and compiled by each jurisdiction.

The GOC would also note that the decision to reduce capacity is one for the individual
manutacturer to make. Such a choice could be made for any number of commercial reasons

For exampile, it could be that the manufacturer's business is not profitable, and so it may choose
to leave the market. When a manufacturer makes such a decision it does not necessarily report
or advise the GOC at a local, provincial or state level.

For such reasons, the GOC confirms that it cannot provide lists of the approval of addition or
reduction of capacity in the ARW or any other industry.

C Interim Provisions on Promoting Industrial Structure Adjustments and the Directory
Catalogue on Readjustment of Industrial Structures

The SEF notes that in Appendix A of the GQ. the GOC explained that the Interim Provisions on
Promoting Structure Adjustments (“Interim Provisions”) were abolished, but that no date as lo
the abolition was provided.

The GOC wishes to clarify this point. It is not the Interim Provisions that were abolished: it was
the 2005 version of the Directory Catalogue on Readjustment of Industrial Structures (“Directory
Catalogue™), which had been repealed by and replaced with the 2011 version of the Directory
Catalogue. The two documents are part of the same policy. The Interim Provision sets out the
criteria under which certain production processes may be classified as “encouraged”,
“restricted”, or "eliminated” and how GOC agencies may deal with such processes. The
Directory Catalogue identifies what production processes actually fall within these categories.
Australian Customs will note that the majority of “encouraged” enterprises in the aluminium
industry relate to the recycling of such metal. The environmental purpose of this policy cannot
be ignored.
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Australian Customs also notes that the 2011 version of the Directory Catalogue was only
translated in so far as it related 1o the iron and steel industry. An updated version of the
Directory Catalogue, with information regarding the aluminium industry iranslated, is attached.
Please refer 1o Altachment A42 - Directory Catalogue on Readjustment of Industrial Structures.

D Announcement of the 2010 List of Entities Subject to Elimination of Backward
Production Capacity in Industry Sector

The SEF notes that the translated version of the appendix to this document only contained
information relevant to the iron and steel industry. A new translation of the document has been
prepared. Please refer to Attachment A33 - Announcement of the 2010 List of Entities Subject to
Elimination of Backward Production Capacity in Industry Sector.

E “Monitoring Report System for Price of National Important Means of Production”

Article 28 of the Price Law provides that a price monitoring mechanism shall be created for
various purposes. In the GQ, the GOC explained that aluminium was subject to price
monitoring. Question 14(i) of the SGQ requested “a copy of the price monitoring report for
aluminium and alumina”. In that regard the GOC explained that:

Price collecting/submitting entities are not required to provide a specific report to price
authorities under the administrative system which is in effect.

The SEF explains that Australian Customs considers this answer was not a fully cooperative
response to the question raised in the SGQ. The GOC would like to clarify this matter.

The price data referred 10 in the GOC's response to the GQ relates to information gathered by
local price monitoring authorities from 36 designated cities in China. Each local authority will
choose entities within its jurisdiction to report prices for the goods they produce, sell or market.
For an example of the format of a report, please refer to:

e Attachment 161~ Periodic report form of price of industrial production inputs.

These reports are then compiled by the local price monitoring authority and then passed on to
the provincial price monitoring authorities. An information paper may be created and published
partially based on the data so collected. See for example:

e Attachment 162 - Price Information Paper for Jingmen City.

The provincial price monitoring authority will collate the different city price data reports so it can
get an idea of how prices are acting throughout the province. Where prices are acting erratically
(for example. where there is a 10% or greater fluctuation in prices in a short period) the authority
will seek to establish why the prices are behaving so. The Provincial pricing authority may also
produce a province-wide briefing paper, which may be made publicly available. Please refer to:

e Attachment 163 —-Guangdong Price Bureau aluminium price information.

As should be clear from this explanation, although the price of aluminium and alumina is
monitored, no comprehensive report on prices of aluminium and alumina is prepared by any
agency. This is the reason for the GOC'’s answer to the GSQ. Itis not the role of the price
monitoring system 1o forensically monitor the price of aluminium and alumina throughout China.
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Additionally. Australian Customs will note that Attachment 162 is concerned with the movements
of the Consumer Price Index and the Producer Price Purchase Index. Such economic measures
are the true concern of the price monitoring system. These measures are common features
throughout market economies worldwide. No intimation or government influence on price can or
should be drawn from such activities.

F Companies’ Annual Reports

In the SEF Australian Customs notes that several requested annual reports were not provided,
or were not provided in English. Australian Customs states that it reasonably considers that the
GOC would have access to these reports, given the status of the relevant entities as SIEs.

The GOC refers Australian Customs 1o its response to Question C3.11 of the GQ. The GOC
explained that it did not collect much of the information requested by Australian Customs, and
could only provide what information it could collect from public sources. The GOC notes that
several companies identified by Austratian Customs are privately-held companies. As in
Australian corporations law, there is no requirement for such entities to prepare or publish
annual reports. The GOC cannot provide information that does not exist

The GOC notes that it was able to provide substantial volumes of information about each of the
entities referred to in Question C3.11. The GOC notes that the information requested by
Australian Customs was complex and overly burdensome and. in general, not relevant to the
investigation at hand. As an example of this, the GOC has compiled further information from the
website of Zhejiang Jinfei regarding its business scope and that of its subsidiaries. As
Australian Customs will note, a large majority of the information relates to businesses which
have no relevance to the ARW production process. Please refer to Attachment 164 - Zhejiang
Jinfei Group information.

G Law of the People’s Republic of China on Industrial Enterprises Owned by the
Whole People

The SEF is apparently critical of the GOC for not providing this law. This criticism appears to be
based on the fact that the GOC provided the Law to Australian Customs in answer 10 “exactly”
the same question in the HSS investigation

The GOC notes that it provided the Law to Australian Customs in answer to this question in the
HSS investigation:

For each category of SOE, provide an expianation of the characteristics of these types of
SOEs, including level of government ownership, influence and control.

The GOC considers thal the answer it provided - to the same question in the ARW investigation
- was full and appropriate. Australian Customs did not request the GOC to provide a copy of
this law. No requirement for the provision of this law —~ or any other - could be implied within the
bounds of the question, nor was it requested subsequently in the SGQ. The GOC notes that the
non-provision of a copy of the law in the GOC's response to the GQ did not prevent the ARW
investigation team from having access to this document - because the GOC had already
provided it in the almost parallel HSS investigation. Therefore the grounds for Australian
Custom's criticism in this regard are obscure.

The law was enacted in 1988. The law is a relic of its times. Although it is still a Chinese “law”, it
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has been over-ridden and amended in its application by the many more modern laws that have
been enacted over the 24 years since 1988. Many of the terms, laws and concepts contained in
that law are out-dated and are not relevant to the modern Chinese economy or legal system.
The authors of the SEF should be aware of this from their knowledge of the GOC's response to
the GQ and SGQ in the HSS investigation.

Finally, the GOC would note that the law relates only to a specific subset of SIEs - being Wholly
State-Owned Enterprises. In line with the modernisation of the Chinese economy, the number of
Wholly-State Owned Enterprises has significantly decreased since 1988. The law is therefore of
little relevance to the operation of SIEs during the period of investigation.

The GOC now resubmits the law. Please refer to Attachment 165 - Law of the People’s Republic
of China on Industrial Enterprises Owned by the Whole People.

In addition, the GOC also resubmits, as Attachment 166 in this investigation, the Decision of the
Standing Committee of the National People’'s Congress on Amending Some Laws (2009). As
explained in the HSS investigation, this Decision amends some functions of the Law of the
People's Republic of China on Industrial Enterprises Owned by the Whole People. In particular,
we note that the Decision removes redundant provisions of the Law having to do with mandatory
planning.

Additionally, and for the sake of completeness, we would note that the Decisions of the
Standing Commiltee of the National People's Conference also amend the Frinciples of the Civil
Law. In this regard, please refer to:

e Attachment 167 - Principles of the Civil Law (1986); and
e Attachment 168 - Principles of Civil Law (2009)

H Information regarding selected non-cooperating exporters for the purposes of
determining “benetfit” under Program 1

in relation to Program 1, Australian Customs notes that no information was provided by either
the GOC or by certain individual exporters themselves to identify whether a financial
contribution had been received. Therefore, purportedly in accordance with Section
269TACC(7). Australian Customs deemed non-cooperating exporters to have the highest level
of “benefit” under Program 1 (the highest level found for any of the selected exporters).

With respect, this proposition is incorrect. As Australian Customs is well aware, the GOC has
repeatedly stated that Program 1 does not exist. No information of the kind sought by Australian
Customs could be provided, because, unsurprisingly. that information does not exist.

| A list of all Chinese ARW producers and/or exporters that have produced and/or
exported ARWs destined for Australia during the investigation period that applied
for, accrued, or received benefits under alleged Programs 1-56

The SEF criticises the GOC for limiting its responses in this regard in the GQ to the responding
enterprises and “apparently” only to the cooperaling exporters under the SGQ.

This is incorrect. The GOC would firstly point out that Australian Customs only identified five
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cooperative exporters. The responding companies included details of seven ARW exporters -
four of which were included in the top 10 ARW exporters - in both the GQ and the SGQ

The GOC takes issue with Australian Customs’ position towards non-cooperative exporters in
this regard, which the SEF explained as follows:

in the absence of relevant information to identify enterprises that had received financial
contributions under each of the investigated subsidy programs, Customs and Border
Protection has had regard to the available relevant facts and determines that non-
cooperating exporters have received financial contributions that have conferred a
benefit under all programs found to be countervailable in relation to ARWSs.

It would appear that this position was reached, firstly, through the assumption that non-
cooperative exporters would have received a financial benefit under each program and.
secondly, through the calculation of a maximum benefit for non-cooperative exporters under
Section 269TACC(7) of the Customs Act 1901.

There is no express legislative power under which this assumption can be made. Itis illogical
and highly prejudicial to Chinese industry. Despite the wording of the SEF it appears that
relevant facts were disregarded in making such an assumption.

For example, with relation to alleged Programs 4, 21, 29, 31, 32, 35, 36, 37. 38, 39, 40, 41, 42,
43, 44, 46, 47, 48, 50, 51, 53 and 56, the SEF notes that the programs are limited to entities in
certain regions. Australian Customs explains that the GOC did not provide information
regarding the location of ARW exporters, and so all non-cooperative exporters were deemed to
have received a financial benefit under these programs. This is factually incorrect.

The GOC refers Australian Customs to:

e Attachments 1, 143 and 145 - which provide the addresses of the responding
companies as well as the tlop ARW exporters operating in China, and explains whether
those exporters operate in any “zone”; and

« the GOCs response to Question C3.11 - which provides the addresses of certain entities
involved in exparts or ARW.

To the extent that Australian Customs has assumed that these entities have received benefits
under each of the above mentioned programs, it cannot be said to have done so having regard
to "the available relevant facts”

Similarly, with relation to alleged Programs 2, 3, 4,5, 7, 8, 9, 13, 14 and 22 the SEF notes that
the programs are limited to foreign-invested entities. Australian Customs explains that the GOC
did not provide information regarding the enterprise ownership information of ARW exporters,
and so it was assumed that all non-cooperative exporters had received a financial benefit under
these programs. This is also factually incorrect. The GOC refers Australian Customs to:

e Attachments 1, 143 and 145 - which detail the enterprise ownership of the top exporters
of ARW as well as the responding exporters; and

« the GOCs response to Question C3.11 which provides the similar details of other entities
involved in the export of ARWs.
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To the extent that Australian Customs has assumed that these entities have received benefits
under each of these programs, it cannot be said to have done so having regard to “the
available relevant facts”.

Indeed. according to the SEF, Australian Customs disregarded its own relevant information:

Customs and Border Protection's commercial database does list ‘supplier’ addresses,
but it is not certain for each ‘supplier’ whether they are in fact the exporter of the goods,
and whether the supplier operates in more locations than that listed (e.g. the listed
location could represent a central or head office of an enterprise that operates ARW
manufacturing facilities in multiple locations in China). Customs and Border Protection’s
commercial database does not collect information about suppliers’ FIE status, or
whether they are considered ‘high-tech’ by the GOC.

The decision to disregard this information on the basis of untested concerns regarding its
accuracy is questionable. This is particularly apparent in light of the actual methodology
adopted in the SEF - to assume that each supplier receives every geographically-based alleged
subsidy. This methodology will lead to an outcome that is both manifestly inaccurate and
grossly prescriptive and which cannot be claimed to reflect the relevant facts before Australian
Customs. The GOC submits that it is better to rely on information which might not be “certain”,
rather than to adopt a methodology which is unquestionably inaccurate.

To the extent that entities not identified in these documents are assumed to have received
payments under all of these programs, the logic is obviously faulty and the outcome is unfair to
Chinese businesses. The GOC wishes to remind Australian Customs that a dumping
investigation is an expensive and extensive exercise for an exporter to take part in. Many
smaller exporters do not have the capacity to undertake such an exercise in defence of their
rights. Itis clear that the provision of one geographically-based Program is mutually exclusive 1o
the provision of another geographically-based Program in a different city or province.

Finally, the GOC would submit that Section 269TACC(7) does not give Australian Customs the
power 10 apply the highest subsidy rates to non-cooperative exporters. Thal Section is not a
substitute for Section 269TAC(6) in the countervailing context, and should not be used as such.
The approach adopted will result in the imposition of countervailing duties on Chinese
companies which are punitive and unfair.

J Information regarding the legal structure of the enterprises showing the percentage
ownership by the GOC and other entities, the ownership of all entities including
subsidiaries and parent companies (also indicating the function and roles of each
associated entity including whether they are involved in the production of
aluminium, ARW's or other aluminium products)

Australian Customs considers that no detailed response was provided in answer to Question
D2.25 of the GQ, which requested information regarding the legal structures and ownership of
all entities {including subsidiaries and parent companies) for all State-Owned Enterprises
identified in responses to Questions B3 and B4.

As the GOC explained in response to question D2.25, the GOC does not callect this kind of
data. Further, it should be noted that the scope of the question and the information sought was
extremely broad and of questionable relevance to the investigation as a whole.
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However, the conclusion that no information was provided is not correct. Attachment 1 provided
a list of the largest ARW exporters, including the percentage of GOC shareholding for each
company. Attachment 2 also included relevant details regarding each of the responding
aluminium suppliers, and included the business registration certificates for each of those
companies. Similarly, Attachment 140, submitted with the SGQ. contained relevant information
in this regard.

The GOC hopes that this clarifies these matters to the satisfaction of Australian Customs.

The GOC has at all times acted to the best of its ability 1o provide the information that has been
requested by Australian Customs. To this end, substantial volumes of data and documents have
been provided in response 1o the GQ and SGQ- as well as through the unsolicited submissions
lodged by the GOC. We also note that Australian Customs did not approach the GOC to inquire
about any possible verification of the information submitted by the GOC.

The GOC hopes this cooperation is reflected in the final report to the Minister for Customs.

Yours sincerely

Alistair Bridges
Solicitor

Attachments




Directory Catalogue on Readjustment of Industrial Structure
(2011 Version)

I Catalogue of Encouraged Investment Industries

1. Agriculture and forestry and related industries
. Irrigation works
Coal

. Power

[V VRN

. New Energy

=

5. Nuclear Energy
7. Petroleum and Natural Gas
8. Iron & Steel

(P Exploration of ferrous metal mine alternative resource and technological development
of kev exploration o )

(Z{Advanced technology d,evel(gamenl and application as to coal moisture control ....and
coke oven gas with using high added value

(3) Noncoking ironmaking

(4)Advanced PWR nuclear power tube. .. ....and High corrosion resistance chemical pipe
production

(5) Technology of high-performance, high quality and upgrade and update steel product
development and application, including. .. ... ..

(6) The technology of on-line heated, controlled and forced cool new TMCP application
(7) Deveclopment and production of UHP electrode, ... .. and graphitization fumace

(8) Production technology of economizing, longevity and environmental refractory using
in coke oven, blast fumace and hot blast stove; production technology of low or no
carbon refractory and efficient, continuous casting and environmental refractory using in
purified steel.

(9) On-line quality testing technology application in productive process

(10) Disposing waste using steel production equipment

(11) Multifunction dry removal of desulphurization, denitration and sintering flue gas,
and recycling and reusing technology of byproduct

(12) Comprehensive utilize advanced productive technology of lean ore and associated
ore

(13) Comprehensive utilize advanced productive technology of metallurgy solid waste
(14) New productive technology of smelting iron alloy from low grade manganese ore,
and RKEF productive technology of refining ferronicke! from lateritic-nickel-ore

(15) Productive technology and equipment of recycling metallurgy waste liquid
(including waste water, waste acid, waste oil, etc.)

(16) Productive technology of new steel recycling development and application

(17) Gas dry degusting of blast furace and converter

9 Non-ferrous metal




(3) Recycling and comprehensive utilization of scaled renewable resources of high
efficiency and low energy consumption.

(i) Recycling of scraped and miscellancous non-ferrous metal (1) Comprehensive utilizaton of
valuable clements (iii) Comprehensive utilization of red mud and smelting slag (iv) Alumina extracted
from high-alumina fly ash

(5) The production of new nonferrous mental matenals for eras such as transportation and
high-end manufacturing (i) Transportation: IACS copper with compressive strength of
SOOMPa or above and conductivity of 80% or above

High-strength and high-conductivity copper alloys such as precision alloy strips and
extra-long wire products, new high-strength, high-ductility, and anti-corrosion aluminum
alloy matenials and large-size products for primary load-carrying structure of transport
facilities (aluminum alloys for aviation with compressive strength of 650MPa or above;
aluminum alloy's for high-speed trains with compressive strength of 500MPa or above)

10. Gold

11. Petrochemical and Chemical Industry

12. Building Matenials

13. Medicine

14. Machinery

15. Urban Rail Facilities

16. Auto

(3) Application of lightweight materials: high-strength steel, magaluma, composite plastic, powder
metallurgy, high-strength composite fibers, etc.; application of advanced materials processing
technology: expansion of the application of laser tailor-welded blanks, hydroforming, hot forming of
ultra high-strength steel, flexible roll forming, etc.; application of environmentally friendly materials:
water-based paint, lead-free solder, etc.

17. Vessel

18. Aerospace

19. Light Industry

20, Textile

21. Building

22. Urban Infrastructure

23. Railway
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25.
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28.

29.

30.

3

32

33

34,

35.

36.

37.

38

40.

Highway and Road Transpornt
Water Transport

Air Transport

. Integrated Transportation

Information [ndustry
Modem Logistics

Financial Services Industry

. Technology Services Industry

Commercial Services Industry

Business & Trade Services Industry

Travel Industry

Post Industry

Education, Culture, Health and Sports Industry
Other service Industry

Environment Protect and Conserving Resources Comprehensive Utilization

. Public Security and Emergency Products

Explosion Production

Il Catalogue of Restricted [nvestment Industries

1. Agriculture and forestry and related industries
2. Coal

3 Power

4, Petrochemical and Chemical Industry

3. Information Industry
6. Iron & Steel
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(1) Coking project without dust collector of ... ..

(2) 180 " or less sintering machine

(3)-(5) substandard blast furnace iron making, steel converter and electnc fumnace
(6)-(8) 1450 mm or less hot rolled strip, 300 thousand tons/year or less hot dip galvanized
coil and 200 thousand tons/vear or less colour coating plate roll

(9)-(14) Accessory materials, including carbon electrode production lines, graphite
electrode production lines, etc.

(15)(16)(19X20) ferromanganese blast, ore-smelting electric fumace. etc.

(17) Calcium silicon and silicon calcium barium aluminum alloy ore-smelting electric
furnace of less than 12.5 thousand kilovoltampere; ore-smelting electric furnace of 12.5
thousand kilovoltampere or above with silicoaluminum power consumption of more than
11,000 kwh/ton

(18)Silicoaluminum ore-smelting electric furnace of less than 16.5 thousand
kilovoltampere; ore-smelting electric furnace of 16.5 thousand kilovoltampere or above
with silicoaluminum power consumption of more than 9,000 kwh/ton

7. Non-ferrous metal

(3) Electrolytic aluminum project (except the replacement project of eliminating
backward production capacity and the project of optimizing industrial layout)

8. Gold

9. Building Matenals

10. Medicine

11. Machinery

12. Light Industry

13. Textile

14. Tobacco

15. Fire Protection

16. Explosion Production

17. Other

111 Catalogue of Eliminated Investment Industries

Note: the vear in the bracket follow the item is time limit of elimination
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(1) Backward productive technology equipment
1. Agriculture and forestry and related industries
2. Coal

3. Power

4. Petrochemical and Chemical Industry

5. Steel

(1) —(5) Coke making bay indigenous methods , soil sinter and so on

(6)-(10) 400m* and less blast fumace, 30 tons and less converter, electnc fumace,
melting iron for steelmaking and so on

(11)<(19) Double duo wire rod mill, hot narrow strip mill, etc.

(20)-(44) Accessory materials. including environmental protection substandard
metallurgical fumaces, 100m?or less ferroalloy ferromanganese blast fumace, lime
burning earth kiln and so on

6. Non-ferrous metal

(9)Technologies and equipments for smelting renewable aluminum alloy and secondary
lead by using coke-hole

(11) Project of renewable aluminum alloy or secondary lead with output of less than 10
thousand tons per year

(18)Reverberator technologies and equipments for secondary tead with output of less
than 4 tons

7. Gold

8. Building Matenials

9. Medicine

10. Machinery

11. Vessel

12. Light Industry

13. Textile

14. Pnnting

15. Explosion Production

16. Fire Protection




17. Other

(1) Backward Product

1. Petrochemical and Chemical Industry

2. Ratlway

3. Steel

(1) Hot-rolled silicon steel

(2) Steel wire and steel strand of ordinary relaxation level
(3) Hot-rolled steel bar: shop sign HRB335, HPB235
4. Non-ferrous metal

5. Building Matenials

6. Medicine

7. Machinery

8. Vessel

9. Light Industry

10. Fire Protection

11. Explosion Production

12. Other
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Announcement of 2010 enterprises list of elimination of backward production

capacities in industry sector
Ministry of Industry and Information Technology Announcement
Gongchanye [2010] No. 111

In accordance with the requirement of Norice of the State Council on Further
Strengthening the Elimination of Backward Production Capacities (Guofa [2010]
No.7), Circular of the State Council on Further Strengthening Work to Insure
Realization of the "Eleventh Five-year” Goal of Fnergy Saving and Carbon Emission
Reduction (Guofa [2010] No. 12) and Notice as to assign 2010 Target Task of
Elimination of Backwanrd Production Capacities in Industry Sector (Gongxin Industry
{2010]No.251), until now, all provinces, autonomous region and municipalities
already assigned 2010 target task of elimination of backward production capacities in
industry sector to enterprises, and announced enterprises list of elimination of
backward prodyction capacities on local media. On the basis of enterpnses list of
climination of backward production announced by all provinces, autonomous region
and municipalities, enterpnses hst of elimination of backward production capacities in
2010, including puddling, steel-making, coke, ferroalloy, calcium carbide, electrolytic
aluminum, copper smelting, lead smelting, zinc smelting, cement, glass, papermaking,
ethyl alcohol, monosodium glutamate, citric acid, leather, printing and dyeing,
chemical fiber and other industries, are hereby published (see the appendix ). The
authorities concerned shall make some measures to ensure close backward production

of the enterpnses in the list before September 2010.

Appendix: 2010 enterprises list of elimination of backward production capacities in

industry sector

Ministry of Industry and Information Technology

August S, 2010




2010 enterprises list of elimination of backward production capacities of

primary aluminum

R R Production
X Elimination Production . .
Serial . . R R Capacities
Province Enterprise Name Line (Equipment)
No. . (ten thousand
Type and Quantity
ton)
104 60kA
. { Taiyuan Donglv sclf-bakinganode
1 hanx y 1.5
Shanxi Aluminium Co., LTD clectrolytic electrolytic
cells
) Shansi Shanxi Zhenxing Group 86 90K A pre-bake 2
’ Aluminium Co., LTD electrolyvtic cells
.| Shanxi Jinxin aluminium | 36 75KA pre-bake
3 Shanx 07
N o, LTD clectrolytic cells
Shandong Alumi
4 Shandong | | andong Aluminum 80KA clectrolytic ccll 2
Company
5 Shandon Zibo aluminum plant Co., | 64 75KA clectrolytic |
£l LD cells
6 Shandong LinShu County LinXin Sim.ering aluminum 0.2
metal products factory cquipment
Changhuan County
7 Henan | Xifang Aluminium Co., clectrolvtic cell 0.25
LTD
Qinyang Qinao 84 85KA clcctrolytic
8 Henan . 2
Aluminium Co., LTD cells
Zhoukou Kaite Electric
1250 KW Elcctrolyti
9 Henan | Smelting Matenial Co., . cctrolylic 0.13
aluminium shell furnace
LTD
10 Henan | Chalco Henan Branch 85 KA electrolytic cell 6
Sanmenxia Tianyuan
11 H ’ 80KA ¢l Ivtic cell 3
N Aluminium Co, LTD cloctrolytic co
k If-baking
12 Hunan Hunav Maocrkou Self-bal IIVIL, anode 0.6
Aluminium Plant clectrolyvtic technology
ivang Jinyi 88 YOKA pre-bak
13 Guizhou Guiy én%, Jinvuan lprc bake 3
Aluminium Co., LTD clectrolvtic cells
. Liupanshui Shuangpai 104 85K A pre-bake
14 Guizh 5
utzou Aluminium Co., LTD platform
P ny i 42 60KA Alumini
15 Shansi Hanzhong Xinye Special 2 6l Aluminium 0.721

Material Co., .TD

clectrolvtic cells, 3




silicon rectificrs

100K A 172 clectrolyti

16 Gansu | Chalco Liancheng Branch clectrolytic
cells

17 Qinghai Qinghai Industrial 180 94K Aclectrohytic

Investment Co., LTD

cells




Attachment Il

Periodic (Ten Days) Report Form of Price of Industrial Production Inputs

Report Entity: Code of Report Entity: Date of Price Collection:
Region | Region | Commo [ Commo | Designated Specifi | Measuri | Price Note
Name Code dity dity Entities cation ng Unit

Name Code Responsible and
for Collecting | Grade
and Reporting
Price
Information
Designat Variety I | Instructions
ed Cities 1. For the specific varieties, specifications and grades,and units
Variots required to be reported in this form, please refer to the Catalog and
I i Code of Varieties Subject to Monitor of Industrial Production

Inputs Sale Price

2 Prices to be collected by this form are commodity (wholesale)
prices

3. Price monitor authonties in 36 large and medium cities and other
designated cities shall choose representative specialized production
inputs markets or large and medium enterprises for collecting prices
in 5%, 15" and 25" of every month. The price monitor authontics in
36 large and medium cities shall report the collected prices to the
Price Monitor Center of the National Development and Reform
Commission and the provineial price monitor authorities on the day
of price collection, while the price monitor authorities in other
designated cities shall report the collected prices to the provincial
price monitor authorities on the day of price collection The
provincial price monitor authoritics shall compile prices in other
designated cities of cach own province, and then report the prices to
the Price Monitor Center of the National Development and Reform
Commission on the following day of the price collection day

4. If the amphtude of fluctuation of the reported price exceeds 10
percent, relevant explanations shall be indicated in the Note
column.

5. The unit prices shall be caleulated to two decimal places

Report Date:

Reporter: Verifier: Telephone Number:
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Price Monitoring Report of Jingmen City for the first half year of 2011

Release Date 2011-07-04 | Source: Pnce Burcau of Jingmen City

For the first half vear of 2011, regarding 345 important commodities and service
momitored by Price Bureau of Jingmen City, compared with the corresponding period of
last vear, the price of 253 commodities (73% of monitored ones) such as tood,
agncultural and sideline products and production inputs increased, the price of 42
commodities (12% of monitored ones) such a home appliances decreased; and the price
ot 30 commodities and service  (15% of monitored ones) such as agrculture-related
tees remained stable. The past half vear has witnessed an growth in price for more than
70% of the commodities in Jingmen City. Given the high consumer prices, it becomes
more difficult in keeping the CPI at round 4%. The price situation seems far from being

satisfactory.

I. A Growth in Consumer Prices

I1. A Growth in Price of Industrial Production Input

According to the statistics, for the period from January to May, Industnial Producers
Lix-factory Pnce Indices were 112,68, 114.16, 114.05, 112.77 and 116.83 respectively,
which show an accumulative increase of 14.09%, while Industnal Producers Purchase
Price Index accumulatively increased by 19.28%; the purchase price is higher than the

ex-factory price.

1. The price of steel increased.......
2. 'The price of non-terrous metal increased. Compared with the past year, on average,

the price of non-ferrous metal increase by 16.74%; the price increase for copper,

aluminum, lead, zing, stannum and nickel were 22.28%, 4.83%, 9.20%, 1.61%, 40.88%,

21.62% respectively.

3. The prce of chemical products increased. . ...

re

o




4. The price of wood and wood products increased. ...

5. The price of cement increased, while that of glass decreased. ...

1. There 1s mainly an increase in price of agricultural production inputs.

IV, There is mainly an increase in price of agriculrural and sideline products.

. In general, ex-factory price of land products increased.

It is anticipated thar, for the second half year, for Jingmen City, the price of grain and oil
will slightly increase, the price of pig will fluctuate at high level, the price of vegetable will
see seasonal fluctuations, the price of chemical fertilizer and building materials will
remain stable generally and slightly increase sometnmes, the price of bulk commodities
such as petroleum, steel and non-ferrous metal will fluctuate with the price in the
international markets, and the resource commodities such as coal and natural gas will
remain stable generally and slightly increase sometime. With the carryover effects
gradually weakening, the consumer prices are expected to fall down in the second half

year.
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44 JINFEI HOLDING GROUP

News Culture ervice Network Chinese

+ About us

About us > Subordinate body |
Q Profile

Q@ President's address
Zhejiang Jinfei Yada Wheel Co., Ltd.

G Corporate structure

G Subordinate body Zhejiang Jinfei Yada Wheel Co., Ltd. is a professional motorcycle production

O Contact us enterprise, and its "Jinfei” aluminum alloy motorcycle wheel is Zhejiang brand
""""""""""""""""""""""""""" name. The product size is in domestic Top 2. In 2009, motorcycle wheel
amounted to 5.5 million pcs. We establish corporation with Italia Piaggio, India
Suzuki, Spain Suzuki, India Hero,India Honda,India BA)A),Brazil
YAMAHA, Tailand Honda,)apan Honda and other countries Honda.We also supply
products for main machine manufacturers, such as
YAMAHA,SUZUKI,KTM, XINDAZHOU HONDA, Qianjiang Group, Jinan Qingqi
Group, Dachangjiang Group and so on. Due to excellent quality, our products,

highly praised by customers, are exported to tens of countries and regions,
such as Southeast Asia, Europe,lJapan, USA, and Taiwan.

Our company has the ability of changing customers' ideas into products. Making

sm Contact us use of advanced production process and production testing equipment, our
products have good look and high reliability. With the proven and advanced
:g’mmw technology on bike wheel production, we exported our technology to India
Inaustrial Park, Jinhua Clly market,and started a joint venture plant with India RICO .The joint venture
P.C.: 321016 plant won the best supplier of 2011 awarding cup from India Honda.

Tel: 86-579-82523262
Fax: 86-579-82523293
Email: jinfei@jinfel.cn Advocating the enterprise spirit of "obedience, corporation, respect-work,

Zji@mail jhptt.zj.cn innovation" and the working style of "innovative work, excellent quality”, we

provide customers with satisfactory products.




TEL: 86-579-82523308
FAX: 86-579-82523282

Zhejiang Jinfei Kaida Wheel Co., Ltd.

Zhejiang Jinfei Kaida Wheet Co., Ltd 1s a sino-foreign joint venture held by
Zhejiang Jinfei Machinery Group Co., Ltd with a registered capital of 21.6
million US dollors. It is a professional aluminium alloy auto wheel manufacturer,
integrated with capabilities of self-developing, designing, self mould producing,
self-producing and sales. It has 4 plant such as South Xianhua Street,Shenl
Street, Guiryang and Jintai.The company has a total asset of 1250 million RMB ,
and the number of staff reaches 1,800. The annual production capability of the
company reaches S00pcs moulds and 5.5 million pcs of casted aluminium alloy
wheel,0.3 million forged alloy car wheel. OQur products cover varieties of coating
wheel, bright sliver wheel, bright black wheel, and vacuum evaporation wheel,
electroplating wheel and hardcover wheel range from 8 to 26 inch. We
developed hige-end wheels for domestic market such as racing wheel, milling
wheel,two-piece,three-piece. Through years of hard working, our company has
established cooperation reiationship with domestic auto manufacturers such as
Tianjin Xiali, Beijing Benz Company, Dandong Dawn, Cherry Automobile,
Changshan Ford. With a foothold on domestic market, the company endeavours
to open up international market which enables our products to be exported to
more than ten countries such as USA, Japan, UK, Southeast Asia and Middle

East, etc.

Our company carries out production strictly according to advanced international
standard of auto aluminium-wheel, which is under the supervision of ISO/TS
16949 international quality management System and based on self-innovation
and seif-development. The enterprise develops products by expiring and casting
analysing software such as CAD/CAM/CAE, PRO/E, UG, controls producing
progress by SPC statistical, MSA measuring system analysing tool, thus has the
capability of changing customers' ideas into new products. Meanwhile, we
imports advanced producing and measuring machinery in all producing
sequences, which makes the production to be based on reasonable
management, scientifical production and standard processing, and as a result

assure the stability of products' quality.

We have established a complete organizing system of technical development,
and founded a technology research & development centre, and achieved several
domestically advanced technology R&D centre. In 2005, the centre was




recognized to be provincial grade R&D centre and founded a post-doctoral
working station. The company pays much attention to product development and
technology innovation, employ which, automobile wheel 6131570, gains patent
certificate for appearance design and more scientific research such as
aluminium alloy auto turbine technology, and get fund from national R&D

projects fund.

TEL:86-579-82523261

Jinhua Jinfei Light Alloy Material Co., Ltd.

Jinhua Jinfei Light Alloy Material Co., Ltd is a professional company for
producing alloy ingot held by Zhejiang Jinfei Machinery Group Co., Ltd, which
was founded in Dec.2005 and its annual production capacity is 100 thousand
ton of alloy ingot. The main business of this company 1s aluminum alloy melting
with a complete smelting system for aluminum alloy, of which, the
technological levels of aluminum scrap recycling equipment and coal gas
application equipment have reached national advanced standard. This system
ensures product quality by Swiss made spectrometer controlling the production

process.

Jinhua Feichi Motorcycle Sales Company

Founded in June 1999, Jinhua Feichi Motorcycle Sales Company is a sales
company of motorcycles with full investment from Jinfei Group. The company
mainly deals Jinan Qingqi Motorcycle. It realizes annual sale revenue of 4.26
million RMB through wholesale and retail. Its motocycles include high, medium
and low level to meet the various requirements of different customers and
subsequently expand its sales income. Due to qualified brands, favorable prices
and perfect management and sales service, it has won high praise

fromcustomers.
TEL:86-579-82364509

Jinhua Fangyuan Painting & Plating Quality Inspection Co.
Ltd.

Jinhua Fangyuan Painting & Plating Quality Inspection Co. Ltd is a specialized




testing company established jointly by Zhejiang Jinfei Machinery Group Co., Ltd
and Jinhua Quality Technology Inspection Institute. Since the foundation in
2003, the company has greatly introduced advanced equipment and possessed
various testing equipments, such as Salt spray testing machine, Digital
Electroplating Thickness Gauge, Vertical Microscope and so on, which enabled
the company to be a unique firm for surface treatment testing in Zhejiang
electroplating industry. In 2004, the company passed provincial measuring
authentication, to be qualified to check products of surface treatment, such as
electroplating, oxidation.The company owns tens of professional technicians,

including engineers and senior engineers.

Jinhua Jinfei Machinery Technology Developing Co. Ltd.

Jinhua Jinfei Machinery Technology Developing Co. Ltd is a company held by
Zhejiang Jinfei Machinery Group Co., Ltd., which was founded in May 2007 with
registered capital of 2 million RMB. The company has more than 200
technicians, S of them with senior title and 20 of them with intermediate title
and more than 60% of them are university graduated. Its main business
include different types of molds, devetoping and sales of specialized machinery,
developing and sales of different types of light alloy.

Zhejiang Jinfei Motorcycle Wheel Co., Ltd.

Zhejiang Jinfei Motorcycle Wheel Co., Ltd is a solely owned branch company
invested by Jinfer Machinery Group, which 1s founded in Feb., 2010, and total
investment is 500 million. The factory area of 302 mu, add new buildings 118
thousand squares first stage, and emerge product capacity 12 million piece high
quality motorcycle alloy wheel per year. Our group has 15 years experience in
wheel production. Using wheel melters, numerical control lathe, etc
domestically-manufactured equipment, introducing spectrometer, tri-coordinate
etc imported equipment, adopting manipulator, the key function of CNC
machine, automatic heat-treatment furnaces and other advanced facilities,
improve product quality, lead the company ranked as advanced world level, and
mating international first-class motorcycle OEM manufacturers, as well, driving

the development of packaging, coating, mould industries.
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Jinhua Jintai Real estate development Co., Ltd

Jinhua Jintai Real estate development Co., Ltd is a solely owned branch
company invested by Jinfei Machinery Group, mainly engaging in real estate
development, and it's subsidiary engaging in employee residential area
development. It was founded in October 2009, owning registered capital of 5
million yuan. Group Company built "Jinfei Garden" in 2004 as workers
community. On the basis of "Jinfei Garden®, this company was founded in 2009,
aiming to create and improve the living environment and accelerate worker

staff construction pace, and maintain the stability of talents.

Zhejiang Jinfei E-bike Wheel Co.Itd.

Zhejiang Jinfei E-bike wheel CO.Ltd is @ subsidiary company which is invested
base on Zheyang linfer Machinery Group Co.Ltd, the registered capital is 5
million RMB. It mainly engaged in producing and selling bicycle rims and e-bike
wheels. It has accumulated rich producing experience for more than 10 years,
now it has stuff over 300, and have the ability to produce 3 milion e-bike
wheels and 1 million pairs of bicycle rims per year. It can speedly meet the

need of customers in the shortest time,especiatlly in E-bike's sale season.

For quality,it can provide all types of e-bike wheels and “Feichi" bicycle rims
which not only satisfy customers’ requirement but also exceed industry

level.Qur production 1s highly praised by customers.

The products match with some famous vehicle companies, such as Yamaha,
Xinri, Luyuan, Yadi, Xiaoniao and so on. And the sales has extended to the
market of overseas, it has built a long cooperation relationship with the clients

of these areas, such as Japan,Korea,lIsrael and Taiwan.

Jinhua Jinfei Agriculture Technology Development Co., Ltd

Jinhua Jinfei Agriculture Technology Development Co., Ltd is a solely owned
branch company invested by Jinfei Machinery Group, founded in June 2010 and
owning 1000 thousand registered capital. The company mainly engages in
agriculture technology development, service of agriculture visiting as well as

the cultivating and sale of vegetable, fruits, and tea.




Jinhua Agricultural Chemical Machinery Factory

Jinhua Agricultural Chemical Machinery Factory is a factory subordinated to
Jinfei Group and has got experience of more than 40 years for manufacturing of
"Jinfeng" brand plant protection machinery. The main products include "linfeng"
brand diaphragm pump, "Jinfeng” brand spraying machine of stretcher type,
fixed type, push type and saddle type. The company has an annual capacity of
10 thousand. “Jinfeng"” brand spraying machine 1s widely used for preventing
plant diseases and insect pests, irrigation, pipeline medicine-spraying,
sanitation epidemic prevention, water extraction on high mountain, vehicle

clean, industrial hqutd transmission, etc.

Jinhua Bike Rim Factory is a company

Jinhua Bike Rim Factory is a company mainly produces high standard aluminum
alloy spoke motorcycle wheels and ATV wheels. The annual production capacity
is 200,000 pcs. It has many surface treatment technologies such as painting,
oxidation, pigmentation and electrophoresis. It 1s capable to design and
produce different types of wheels for specialized vehicles. On the spirit of
"quality first and credit first",it is ready to supply customers with qualified
products.

Guizhou Jinfei Wheel Casting Co., Ltd

Guizhou Jinfer Wheel Casting Co., Ltd is merged and held subordinated to
Zhejiang Jinfei Kaida Wheel Co., Ltd, with registered capital of SO million
yuan.The company mainly engages in production and marketing of alloy wheel

rough-castings for automobiles.

Zhejiang Jinyue Machinery Technology Development Co.,Ltd.
As one of subsidiaries of Jinfei Holding Group, established in June of 2011.The
total investment is 25 million RMB. Business scope is : development and

rescarch of foundry machinery&mold, metals sales.It has 31 engineers and 47

workers.

Zhejiang Jinfei meta! rolling Co.,Ltd

Founded 1n Aug of 2004,as one of Jinfei holding Group's subsidiaries. Located at



Caizhai,Jindong Dist,Jinhua and has a total investment of 13.2 million RMB.The
business scope: metal rolling, production of electric cord&cable,maching for

car&bike parts,assembly of machinery equipments.

Jinhua Diyi Property Co.,Ltd

A property company controlled by Jinfei's investment. Business scope: overall
development of property,sates of internal finish material and hardware, house-
demolition.Established in April of 1997.Total investment:10 million RMB.

Jinhua Jinfei Property management Co.,Ltd

The subsidiary of Jinfei Holding Group.Mainty involved in the management of
Jinfei community.Establisned in March of 2003.Total investment: 500 thousand
RMB.
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CHAPTER | GENERAL PROVISIONS

Article 1. This Law is formulated in accordance with the Constitution of the People's Republic of
China with a view to ensuring the consolidation and development of the economic sector under
ownership by the whole people, defining the rights and obligations of industrial enterprises owned
by the whole people, safeguarding their lawful rights and interests, enhancing their vitality and

promoting socialist modemization.

Article2. An industrial enterprisc owned by the whole people (hercinafter referred to as the
cnterprise) shall be a socialist commodity production and operation unit which shall, in
accordance with faw, make its own managerial decisions, take full responsibility for its profits and

losses and practise independent accounting.




The property of the enterprise shall be owned by the whole people, and shall be operated and
managed by the enterprisc with the authorization of the state in line with the principle of the
separation of ownership and managerial authority. The enterprise shall enjoy the rights to possess.
utilize and dispose of. according to law. the property which the state has authorized it to operate

and manage.

The enterprise shall obtain the status of a legal person in accordance with law and bear civil
liability with the property which the state has authorized it to operate and manage.

The enterprise may, in accordance with the decision of the compctent department of the

government, adopt contract, leasing or other forms of the system of managerial responsibility.

Article 3. The fundamental task of the enterprise shall be the development of commodity
production, creation of wealth, increaseof savingsand satisfaction of society's growing material
and cultural requirements by acting in line with state plans and market demands.

Article 4. While achieving socialist material growth, the enterprise
mustpersistentl ypromotesocialist cultural and ideological progress and build up a contingent of
well-educated and self-disciplined staff and workers with high ideals and moral integrity.

Article 5. The enterprise must observe the laws and rcgulations and keep to the socialist

oricntation.

Article 6. The enterprise must effectively utilize the property which the state has authorized it to
operate and manage and realize the multiplication of its assets; the enterprise must, according to

law, pay taxes and fees and hand in profits.

Article 7. The enterprise shall implement the system wherebythefactory director(manager)assumes
overall responsibility for the work of the enterprise.

The factory director shall exercise functions and powers according to law, which shall be
protected by law.

Article 8. The grassroots organization of the Chinese Communist Party intheenterpriseshall
guarantee and supervise the implementation of the guiding principles and policies of the Party and
the state in the enterprisc.

Article 9. The state shall ensure that the staff and workers enjoy the status of the masters, and the
lawful rights and interests of the staff and workers shall be protected by law.

Anrticle 10. The enterprise shall, through the staff and workers' congress and other forms, practise
democratic management.




Article 11. The trade union in the enterprise shall represent and safeguard the interests of the staff
and workers and conduct its work independently according to law. The trade union in the
enterprise shall organize the staff and workers for participation in democratic management and

democratic supervision.

The enterprise shall bring into full play the role of the young staff and workers, the women staff
and workers and scientific and technical personnel.

Article 12. The enterprise must strengthen and improve its operation and management, implement
the economic responsibility system, promote scientific and technological progress, practise
economy, combat waste, improve cconomic results and further its own transformation and

development.

Article13.Theenterpriseshallimplement the principle of distributionaccordingto work. It may also
adopt other forms of distribution within the scope prescribed by law.

Anticle 14. The property which the state has authorized the enterprise to operate and manage shall
be protected by law and shall not be infringed upon.

Anticle 15. The law ful rights and interests of the enterprisc shall be protected by law and shall not
be infringed upon.

CHAPTER 11 THE ESTABLISHMENT, MODIFICATION AND TERMINATION OF THE
ENTERPRISE

Article 16. The establishment of the cnterprise must conform to the law and the relevant
provisions of the State Council, and the application for the establishment must be submitted to the
government or the competent department of the government for examination and approval. The
enterprise shall obtain the status of a legal person after it is approved by, registers itself with and
receives a business license from the administrative authorities for industry and commerce. The
enterprise shall carry out its productive and operational activities within the approved and

registered scope of operation.
Article17.Anenterprise must mect the following qualifications for its establishment:
(1) Its products are needed by socicty:

(2) It has access to the required energy sources, raw and processed materials, and communication

and transportation facilities;
(3) It possesses a name of its own and premises for production and operation;

(4) It possesses funds in conformity with state provisions;




(5) It possesses its own organizational structure:

(6) It has a definite scope of operation; and

(7) Other qualifications as provided by the laws and regulations.

Article 18. The merger of enterprises or the division of an enterprise shall be subject to approval
by the government or the competent department of the government in accordance with the
provisions of the laws and administrative rules and regulations.

Article 19. An enterprise shall be terminated for any of the following reasons:

(1) being abolished duc to its violation of the laws and regulations;

(2) being dissolved by decision of the competent department of the governmentmade in

accordance with the provisions of the laws and regulations;

(3) being declared bankrupt in accordance with law: or

(4) other reasons.

Article 20. When an enterprise is merged with another enterprise or other enterprises or when it is
divided or terminated, its property must be protected and its claims and debts shall be liquidated
according to law.

Article 21. The modification of registered items such as the merger of enterprises and the division
or termination of the enterprise, and the scope of operation shall be subject to approval by and
registration with the administrative authorities for industry and commerce.

CHAPTER Il RIGHTS AND OBLIGATIONS OF THE ENTERPRISE

Article 22. The enterprise shall, under the guidance of state plans, have the right to arrange on its
own the production of products needed by socicty or the provision of services for society.

Article 23. The enterprisc shall have the right to request for the adjustment of mandatory plans
when the needed materials subject to planned allocation are unavailable or when no arrangements

are made for product sales.

The enterprise shall have the right to accept or reject production assignments given by any

department or unit outside the mandatory plans.

Article 24. The enterprisc shall have the right to sell its products on its own, except as otherwise
stipulated by the State Council.




An enterprise undertaking production according to a mandatory plan shall have the right to market
for itself products manufactured in excess of the planned quota and products it retains as its share

under the plan.

Article 25. The enterprise shall have the right to choose the suppliers for itself and purchase from
them materials needed for production.

Article 26. The enterprise shall have the right to determine for itself the prices of its products and
the charges for its services, except for those which, as stipulated by the State Council, are under
the control of the price authorities and the relevant competent departments.

Anicle 27. The enterprise shall have the nght to negotiate and sign contracts with foreign partics

in accordance with the provisions of the State Council.

The centerprise shall have the right to withdraw and use, according to the provisions of the State

Council, the foreign exchange revenues it retains as its share.

Article 28. The enterprise shall have the right to budget and use its retained funds in accordance
with the provisions of the State Council.

Article 29. The enterprise shall have the right, in accordance with the provisionsof the Statc
Council. to lease out or transfer against compensation the fixed assets that the state has authorized
it to operate and manage, but the proceeds therefrom must be used for the renewal of equipment

and technical transformation.

Article 30. The enterprise shall have the right to determine such forms of wages and methods of

bonus distribution as are appropriate to its specific conditions.

Article 31. The enterprise shall have the right to employ or dismiss its staff members and workers
in accordance with the provisions of the State Council.

Article 32. The enterprise shall have the right to decide on its organizational structure and the size

of its personnel.

Article 33. The enterprise shall have the right to reject the exaction ofits manpower, materials and
financial resources 1n the form of apportionment by any state organ or unit. Except as otherwise
stipulated by the laws and regulations, any demand made on the enterprise by any state organ or
unit in any form for the provision of manpower, materials and financial resources shall be exaction
by apportionment.

Article 34. The enterprise shall have the right, in accordance with law and the provisions of the
State Council, to engage in joint operations with other cnterprises or institutions, to invest in other
cnterprises or institutions and to hold shares in other enterprises. The enterprise shall have the

right to issue bonds in accordance with the provisions of the State Council.
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Article 35. The enterprise must fulfil the mandatory plans.

The enterprise must perform the contracts concluded according to law.

Article 36. The enterprise must ensurc the normal maintenance of its fixed assets and upgrade and

renew its equipment.

Article 37. The enterprisc must observe state provisions concermng finance, labour and
wages,price control, etc.. and accept supervision by the financial. auditing, labour and wage. price

and other administrative authorities.

Article 38. The enterprisc must guarantee the quality of its products and services and be

responsible to users and consumers.

Article 39. The enterprise must raisc labour efficiency, economize the use of energy and of raw

and processed materials and strive to reduce costs.

Article 40. The enterprise must strengthen its security work. maintain the order of production and
protect state property.

Article 41. The enterprisc must implement the system of safe production. improve labour
conditions, do good work in labour protection and environmental protection, and carry on
production in a safe and civilized manner.

Article 42. The cnterprise shall strengthen ideological and political cducation, legal education,
national defence education, scientific and cultural education as well as technical and vocational

training so as to raise the quality of its staff and workers.

Article 43. The enterprise shall support its staff and workers in scientificrescarch, invention and
creation and activities for technical innovation, for making rationalization proposals and for

socialist labour cmulation, and reward them for such endeavours.

CHAPTER IV THE FACTORY DIRECTOR

Article 44. Except as otherwisc stipulated by the State Council, the sclection of the factory
director shall be made by the competent department of the government in the light of the specific

conditions of the enterprise by onc of the following methods:

(1) appointment by the competent department of the government or choice of an applicant on a

competitive basis by the same department; or

(2)election by the staff and workers' congress of the enterprise. With respect to the person to be

appointed or the applicant to be chosen as factory director by the competent department of the




government, the opinions of the staff and workers shall be solicited, with respect to the person
elected as factorydirector by the staff and workers' congress of the enterprise, his appointment
shall be reported to the competent department of the government for approval.

The removal or dismissal of the factory director appointed or chosen from applicants by the
competent department of the government shall be decided upon by such department, while the
opinions of representatives of the staff and workers shall be solicited; the recall of the factory
director elected by the staff and workers' congress of the enterprise shall be decided by such

congress and reported to the competent department of the government for approval.

Article45. The factory director shall be the legal representative of the enterprise.

Theenterprise shall establish a sysiem of production, operation and management headed by the
factory director. The factory director shall occupythecentralposition in the enterprise and assume
overall responsibility for building up a materially developed and culturally and ideologically
advanced enterprise.

The factory director shall exercise leadership in the production. operation andmanagement of the

enterprise by exercising the following functions and powers:

(1) to decide on the various plans of the enterprisc or report them for examination and approval in
accordance with law and the provisions of the State Council;

(2) 1o decide on the administrative setup of the enterprisc;

(3) 10 propose to the competent department of the government the appointment or removal,
employment or dismissal of lcading administrative cadres at the level of a vice-dircctor of the

factory, except as otherwise stipulated by law and the provisions of the State Council;

(4) to appoint or remove, employ or dismiss the intermediate-level leading administrative cadres

of the enterprise, except as otherwise stiputated by law;

(S)toproposeplans for wage adjustment and bonus distribution and important rules and regulations,
and refer them to the staff and workers' congress for examination and approval; to propose
programmes for the use of the welfare fund and make suggestions regarding such other matters as
are important for the well-being and benefits of the staff and workers, and to refer them tothe staff

and workers' congress for deliberation and decision; and

(6) to reward or punish the staff members and workers according to law: to submitto the
competent  department of the government proposalsfor rewarding or punishing leading

administrative cadres at the level of a vice-director of the factory.

Article 46. The factory director must rely on the staff members and workers for the fulfilment of

the obligations of the enterprise prescribed in this Law, support the work of the staff and workers’




congress. the trade union and other public organizations, and implement the decisions made

according to law by the staff and workers' congress.

Article 47. The enterprise shall establish a management commitice or some other forms of
organization to assist the factory director in making decisions on important issues of the enterprise.
The management committee, with the factory director as its chairman. shall be composed of
leading persons in charge of various aspects of the enterprise and representatives of the staff and

workers.
The important issues as mentioned in the preceding paragraph shall include:

(1) the policy of operation, long-term and annual plans, programmesfor
capitalconstructionandmajortechnical transformation, plans for the training of the saff and
workers, plans for wage adjustment, programmes for the distribution and use of the retained funds

and programmes for contract and leasing systems of managerial responsibility.

(2) the size of the personnel of the enterprise whose wages are counted as cost of the enterprise

and the establishment and adjustment of administrative organs; and
(3) programmes for the formulation, revision and abrogation of major rules and regulations.
Proposals for discussion of the foregoing important issues shall all be made by the factory director.

Anrticle 48. Factory directors who have made outstanding achicvements in leading the enterprises
in fulfilling their plans, raising product or service quality. improving economic results or
promoting cultural and ideological progress shall be rewarded by the competent department of the

government.
CHAPTER V THE STAFF AND WORKERS AND THE STAFF AND WORKERS' CONGRESS

Article 49. The staff and workers of the enterprisc shall have the right to participate in its
democratic management; the right to put forward opinions and suggestions concerning its
production and work; the right to enjoy, according to law, labour protection, labour insurance, rest
and vacation: and the right to report the true situation to state organs and make cniticisms and
charges against the leading cadres of the enterprise. Women staff and workers shall have the right
1o enjoy special labour protection and labour insurance in accordance with the provisions of the

state.

Article 50. The staff and workers should approach their work as the masters of the country that
they are, observe labour discipline and the rules and regulations, and fulfil their tasks in
production and work.

Anticle 51. The staff and workers' congress shall be the basic form for the practice of democratic

management in the enterprise and the organ for the staff and workers to exercise their powers of




democratic management.

The working organ of the staff and workers’ congress shall be the trade union committee of the
enterprise. The trade union commiticeof the enterprise shall be responsible for the day-to-day
work of the staff and workers' congress.

Anticle52. The staff and workers' congress shall exercise the following functions and powers:

(1) to hear and deliberate the factory director's reports on the policy of operation, long-term and
annual plans, programmes for capital construction and major technical ransformation, plans for
the training of the staff and workers, programmes for the distribution and use of the retained funds
and programmes for contract and leasing systems of managerial responsibility, and to put forward

opinions and suggestions;

(2) to examine and endorse or to reject the enterprise’s programmes for wage adjustment,
programmes for bonus distribution, measures for labour protection, measures for awards and

penalties and other important rules and regulations;

(3) to deliberate and decide on the programmes for the use of the staff and workers' welfare fund,
programmes for the allocation of the staff and workers' housing and other important matters

concerning the well-being and benefits of the staff and workers;

(4) to evaluate and supervise the leading administrative cadres at various levels of the enterprise
and put forward suggestions for rewarding or punishing them and for their appointment or

removal; and

(5) to elect, by decision of the competent department of the government, the factory director and
report to such department for approval.

Article 53. Democratic management shall be practised in workshops through the general meetings
of the staff and workers, through the staff and workers representative groups or through other
forms; the workers shall participate directly in the democratic management of shifts and groups.

Article 54. The staff and workers' congress shall support the factory director in exercising his
functions and powers according to law and shall educate the staff and workers for the fulfilment of
their obligations specified in this Law.

CHAPTER VI THE RELATIONSHIP BETWEEN THE ENTERPRISES AND THE
GOVERNMENT

Anticle55.The government or the competent department of the government shall, in accordance
with the provisions of the State Council, issue unified mandatory plans to the enterprises, ensure

the supply of materials which are subject to planned allocation and needed by the enterprises for
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the fulfilment of mandatoryplans, examine and approve plans submitted by the enterprises
forcapitalconstruction and major technical transformation, appoint or remove. reward or punish
factory directors.appointorremove,reward or punish leading administrative cadres at the level of a
vice-director of a factory, as proposed by factory directors, and examine and train leading
administrative cadres at the factory level.

Article 56. The relevant departments of the government shall. in conformity with the objective that
the state regulates the market and the market guides the enterprises, provide services for the
enterprises and exercise administration and supervision over the enterprises in line with their
respective functions and in accordance with the provisions of the laws and regulations. These

departments shall:

(1) formulate and adjust industrial policies, and guide the enterprises in working out their

development plans;
(2) provide advice and information for the enterprises to make their operational decisions;
(3) coordinate the relations between the enterprises and other units;

(4) safeguard the normal production order of the enterprises. and protect frominfringementthestate

property operated and managed by the enterprises; and
(5) gradually improve the public facilities related to the enterprises

Article 57. The local governments at or above the county level in the locality of an enterprise shall
provide it with the needed materials which are subject to local planning and control, coordinate the
relations between the enterprises and other units in the locality, and strive to run well the public

welfare undertakings related to the enterprises.

Article 58. No state organ or unit shall be permitted to encroach on the right which the enterprise
enjoys according to law to make its own decisions in operation and management, or to exact
manpower, materials or financialresources from the enterprise by way of apportionment, or to
demand the establishment of an organ by the enterprisc or to determine the size of the personnel of

an organ.
CHAPTER VII LEGAL LIABILITY

Anticle 59. Whoever has conducted productive and operational activitics in the name of an
enterprise in violation of the provisions of Article 16 of this Law, without prior examination and
approval by the government or the competent department of the governmentand without approval
by and registration with the administrative authorities for industry and commerce, shall be ordered
to suspend his business operations, and his illegal camings shall be confiscated.

An enterprise that practises fraud in dealing with the registration authorities and conceals the true




situation from them shall be given a waming or punished with a fine; where the circumstances are

serious. its business license shall be revoked.

The administrative punishment prescribed in this Article shall be decided upon by the
administrative authorities for industry and commerce at or above the county level. If the party in
question refuses to accept the decision on punishment in the form of a fine, the suspension of
operations, the confiscation of illegal earnings or the revocation of the business license, it may file
a suit in a court within 15 days of receiving the notification on the decision: if no suit is filed by
the time limit and the decision is not complied with, the authorities that made the decision on

punishment may apply to the court for compulsory enforcement.

Article 60. An enterprise that produces and sells substandard products and thereby causes property
damage or physical injury to users and consumers shall be liable for damages; if a crime is
constituted. the person or persons directly responsible shall be investigated for criminal

responsibility according to law.

An enterprisec whose product quality does not conform to the terms agreed upon in the economic
contract shall be liable for breach of contract.

Article 61. If a decision of the government or the relevant department of the government violates
the provisions of Anrticle 58 of this Law, the enterprise shall have the right to apply to the
authoritics that made the decision for rescission. If no rescission is granted, the enterprise shall
have the right to appcal to the authorities at the level next higher to the authorities that made the
decision or to a supervisory department of the government. The authorities that accepts the appeal

shall make a ruling and notify the enterprise of it within 30 days of receiving the appeal.

Article 62. Any leading cadre of the enterprise, who violates the lawful rights and interests of the
staff and workers by abusing his power, where the circumstances are serious, shall be given an
administrative sanction by the compctent department of the government; any leading cadre of the
enterprise who retaliates against and frames up charges against staff members or workers by
abusing his power and using his public office for private ends shall be investigated for criminal
responsibility in accordance with the provisions of Article 146 of the Criminal Law of the People's
Republic of China.

Article 63. Any lcading cadre of the enterprise or of the relevant department of the government
who. due to faults in his work, causes relatively heavy losses to the enterprise and the state, shall
be given an adminsstrative sanction by the competent department of the government or the

relevant state organ at a higher level.

Any leading cadre of the enterprise or of the relevant department of the government who, due to
neglect of duty, causes the property of the enterprise or the interests of the state and the people to
suffer heavy losses, shall be investigated for criminal responsibility in accordance with the
provisions of Article 187 of the Criminal Law of the People’s Republic of China.




Article 64. Whoever obstructs, without resorting to violence or threat, the enterprise leaders from
carrying out their functions according to law, shall be punished by the public security organ in the
locality of the enterprisein accordance with the provisions of Article 19 of the Regulations of the
People's Republic of China on Administrative Penalties for Public Security; whoever by means of
violence or threat obstructs the enterprise leaders from carrying out their functions according to
law shall be investigatedfor criminal responsibility in accordance with the provisions of Article
157 of the Criminal Law of the Peoplc's Republic of China.

Whoever disturbs the order of the enterprise, thereby making it impossible for production,
business operations and work to go on smoothly, but has not caused serious losses, shall be
punished by the public security organ in the locality of the enterprise in accordance with the
provisions of Article 19 of the Regulations of the People's Republic of China on Administrative
Penalties for Public Security; if the circumstances are so serious that production, business
operations and work cannot be carricd on and serious losses are caused, he shall be investigated
for criminal responsibility in accordance with the provisions of Article 158 of the Criminal Law of
the People's Republic of China.

CHAPTER VIII SUPPLEMENTARY PROVISIONS

Article65. The principles of this Law shall be applicable to enterprises owned by the whole people
in communications and transportation, the postal and telecommunications service, geological
exploration, construction and installation, commerce, foreign trade, materials supply, agriculture,

fOl’CSU’y and water conservancy.

Article 66. If the enterprisc implements the contract and leasing systems of managerial
responsibility, the party awarding the contract and the contractor, the lessor and the lessee, with
regard to their respective rights and obligations, shall implement the relevant provisions of the
State Council, apart from abiding by the provisions of this Law.

With respect to the system of leadership in jointly operated
enterprises,large-scaleassociatcdenterprisesandstock enterprises. the relevant provisions of the

State Council shall be implemented.

Article 67. The State Council shall, in accordance with this Law, formulate rules for

implementation.

Article 68. The standing committees of the people's congresses of the autonomous regions may. in
accordance with the principles of this Law and the Law of the People’s Republic of China on
Regional National Autonomy and in the light of the special features of their respective localities,
formulaterules for implementation and report them to the Standing Committee of the National

Peoplc’s Congress for the record.

Anticle 69. This Law shall come into force as of August 1, 1988.
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Order of the President of the People’s Republic of China
(No.18)

The Decision of the Standing Committee of the National People’s Congress on Amending Some
Laws, which was adopted at the 10th meeting of the Standing Committee of the 11th National
People’s Congress of the People’s Republic of China on August 27, 2009, is hereby promulgated,
and shall come into force on the date of promulgation.

President of the People’s Republic of China Hu Jintao
August 27, 2009
Decision of the Standing Committee of the National People’s Congress on Amending Some Laws

(Adopted at the 10th Meeting of the Standing Committee of the 11th National People’s Congress
of the People’s Republic of China on August 27, 2009)

It is decided at the 10th meeting of the Standing Committee of the 11th National People’s
Congress that:

I. The provisions that obviously go against the socialist market economic and social development

demands in the following laws shall be amended.

1. Article 7 of the General Principles of the Civil Law of the People’s Republic of China shall be
amended as: “Civil activities shall have respect for social ethics and shall not harm the public
interest or disrupt social economic order.”

Item 6, Paragraph 1 of Article 58 shall be deleted.

2. Paragraph 4 of Article 2, Article 23, Paragraph 1 of Article 35 and Article 55 of the Law of the
People’s Republic of China on Industrial Enterprises Owned by the Whole People shall be deleted.

3. Article 47 of the Law of the People’s Republic of China on Physical Culture and Sports shall be
deleted.

4. Paragraph 3 of Article 57 and Article 59 of the Education Law of the People’s Repubtic of China
shall be deleted.

S. Article 52 of the Flood Control Law of the People’s Republic of China shall be deleted.

1l. The provisions containing “expropriation” in the following laws and legal interpretations shall
be amended.

{I) The term “expropriation” in the following laws and legal interpretations shall be amended as

“expropriation or requisition”
6. Article 18 of the Forest Law of the People’s Republic of China

7. Article 12 of the Law of the Peopie’s Republic of China on the Protection of Military
Installations




8. Article 48 of the National Defense Law of the People‘s Republic of China

9. Article 13 of the Law of the People’s Republic of China on the Protection of the Rights and
Interests of Returned Overseas Chinese and Their Family Members

10. Articles 16 and 59 of the Rural Land Contracting Law of the People’s Republic of China

11. Articles 38, 39 and 63 of the Grassland Law of the People’s Republic of China
12. Articles 381 and 410 of the Criminal Law of the People’s Republic of China

13. Interpretation of the Standing Committee of the National People’s Congress on Paragraph 2 of
Articte 93 of the Criminal Law of the People’s Republic of China

14. Interpretation of the Standing Committee of the National People’s Congress on Articles 228,
342 and 410 of the Criminal Law of the People’s Republic of China

{ll) The term “expropriation” in the following laws shall be amended as “requisition”.
15. Article 14 of the Fisheries Law of the People’s Republic of China

16. Article 36 of the Railway Law of the People’s Republic of China

17. Article 9 of the Law of the People’s Republic of China on Urban Real Estate Administration
18. Article 16 of the Electric Power Law of the People’s Republic of China

19. Article 20 of the Coal Law of the People’s Republic of China

20. Article 30 of the Administrative Reconsideration Law of the People’s Republic of China

21. Article 71 of the Agricultural Law of the People’s Republic of China

IIl. The criminal responsibility provisions in the following laws shall be amended.

(1) In the following laws, the term “according to Article x of the Criminal Law” or “according to
Article x of the Criminal Law by analogy” shall be amended as “according to the relevant
provisions of the Criminal Law”.

22. Article 29 of the Metrological taw of the People’s Republic of China
23. Articles 39, 40, 43, 44 and 48 of the Mineral Resources Law of the People’s Republic of China
24. Article 22 of the Frontier Quarantine Law of the People’s Republic of China

25. Articles 62 and 63 of the Law of the People’s Republic of China on Industrial Enterprises
Owned by the Whole People

26. Articles 32 and 37 of the Law of the People’s Republic of China on the Protection of Wildlife




27. Article 29 of the Law of the People’s Republic of China on Assembly, Parade and

Demonstration

28. Articles 33 and 34 of the Law of the People’s Republic of China on the Protection of Military
Installations

29. Articles 60, 64 and 65 of the Railway Law of the People’s Republic of China

30. Articles 42 and 43 of the Law of the People’s Republic of China on the Entry and Exit

Quarantine for Animals and Plants

31. Article 39 of the Law of the People’s Republic of China on Deputies to the National People’s
Congress and the Local People’s Congresses at All Levels

32. Articles 46 and 47 of the Mine Safety Law of the People’s Republic of China

33. Articles 26, 27 and 32 of the National Security Law of the People’s Republic of China

34. Article 36 of the Law of the People’s Republic of China on Teachers

35. Article 15 of the Law of the People’s Republic of China on the Red Cross Society

36. Article 92 of the Labor Law of the People’s Republic of China

37. Article 36 of the Law of the People’s Republic of China on Maternal and Infant Health Care
38. Articles 194, 196, 198 and 199 of the Civil Aviation Law of the People’s Republic of China
39. Articles 71, 72 and 74 of the Electric Power Law of the People’s Republic of China

40. Article 61 of the Administrative Penalty Law of the People’s Republic of China

41. Articles 40, 42 and 43 of the Law of the People’s Republic of China on the Contro! of Guns
42. Artictes 78 and 79 of the Coa! Law of the People’s Republic of China

{l1) In the following laws, the provisions quoting the decisions on the punishment of crimes that
have been incorporated into the Criminal Law and have been abolished shall be amended as
“according to the relevant provisions of the Criminal Law”.

43. Article 31 of the Law of the People’s Republic of China on the Protection of Wildlife

44. Article 35 of the Law of the People’s Republic of China on the Protection of Military
Installations

45. Article 69 of the Railway Law of the People’s Republic of China
46. Articles 40 and 42 of the Tobacco Monopoly Law of the People’s Republic of China
47. Article 191 of the Civil Aviation Law of the People’s Republic of China

() The term “engaging in speculation and profiteering” or “the crime of speculation and
profiteering” in the following laws shall be deleted and the provisions containing them shall be
amended accordingly.

48. Article 28 of the Metrological Law of the People’s Republic of China shall be amended as:




“Whoever manufactures, sells or uses measuring instruments for the purpose of deceiving
consumers shail have the measuring instruments and illegal gains confiscated and may be
concurrently punished by a fine. If the circumstances are serious, the individual, or the directly
responsible person of the entity, shall be subject to criminal responsibility according to the
relevant provisions of the Criminal Law.”

49. Paragraph 2 of Article 35 of the Law of the People’s Republic of China on the Protection of
Wildlife shall be amended as: “Whoever, in violation of this Law, sells or purchases wildlife under
special state protection or the products thereof, if the circumstances are serious enough to
constitute a crime, shall be subject to criminal responsibility according to the relevant provisions

of the Criminal Law.”

S0. Article 70 of the Railway Law of the People’s Republic of China shall be amended as: “Any
railway worker who, by taking advantage of his position, engages in smuggling or collaborates
with any other person in smuggling shall be subject to criminal responsibility according to the
relevant provisions of the Criminal Law.”

S1. Paragraph 1 of Article 38 of the Tobacco Monopoly Law of the People’s Republic of China shall
be amended as: “Whoever resells tobacco monopoly commodities for profit, if any crime is
constituted, shall be subject to criminal responsibility according to law; if the circumstances are
not so serious as to constitute a crime, the administrative department for industry and commerce
shall confiscate the tobacco monopoly commodities and illegal gains, and may concurrently
impose a fine.”

{IV) The specific criminal responsibility provisions in the following laws shall be amended.

S2. Article 16 of the Law of the People’s Republic of China on the Control of the Entry and Exit of
Citizens shall be amended as: “Where a state functionary implementing this Law takes advantage
of his position and power to extort and accept bribes or commits any other transgression of the
law and neglect of duty, if the circumstances are serious enough to constitute a crime, he shall be
subject to criminal responsibility according to law.”

53. Article 61 of the Railway Law of the People’s Republic of China shall be amended as: "Any
person who intentionally damages or moves any railway signaling installation, or places on the
railway track any obstacle that might lead to the overturning of a train shall be subject to criminal
responsibility according to the relevant provisions of the Criminal Law.”

Article 62 shall be amended as: “Any person who steals any spare part or component of a train
operation facility installed on a railway line or any equipment attached to a railway line and thus
endangers the safe operation of the train shall be subject to criminal responsibility according to
the relevant provisions of the Criminal Law.”

Article 63 shall be amended as: “The ringleader and core members of persons who gather
together to intercept or block the way of a train or assault a raitway traffic control office and pay
no heed to the order to stop shall be subject to criminal responsibility according to the relevant
provisions of the Criminal Law.”

Article 66 shall be amended as: “Any person who resells passenger tickets for profit shall be
subject to criminal responsibility according to the relevant provisions of the Criminal Law if 3




crime is constituted. Any railway worker who resells passengers tickets for profit or collaborates
with any other person in reselling passenger tickets for profit shall be subject to criminal
responsibility according to the relevant provisions of the Criminal Law.”

S4. Article 39 of the Tobacco Monopoly Law of the People’s Republic of China shall be amended
as: “Any enterprise or individual that forges, alters, buys or sells the licenses prescribed in this
Law such as those for tobacco monopoly manufacturing enterprises and tobacco monopoly
business as well as transportation permits, shall be subject to criminal responsibility according to

the relevant provisions of the Criminal Law.

Any staff member of an administrative department of tobacco monopaly or a tobacco company
who, by taking advantage of his position, commits the crime prescribed in the preceding two
paragraphs shall be subject to a heavier punishment according to law.”

SS. Paragraph 2 of Article 71 of the Law of the People’s Republic of China on Urban Real Estate
Administration shall be amended as: “Any worker of the real estate administrative department or
the land administrative department who, by taking advantage of his position, extorts other’s
property or illegally accepts other’s property to seek interests for any other person shall be
subject to criminal responsibility if any crime is constituted or shall be given an administrative
penalty if no crime is constituted. ”

S6. Articte 192 of the Civil Aviation Law of the People’s Republic of China shall be amended as:
“Any person who uses force against any staff aboard a civil aircraft in flight and imperils the flight
safety shall be subject to criminal responsibility according to the relevant provisions of the
Criminal Law.”

Paragraph 1 of Article 193 shall be amended as: “Any person who, in violation of this Law, secretly
carries explosives, detonators or any other hazardous articles when taking a civil aircraft or
consigns any hazardous artides in the name of non-hazardous articles shall be subject to criminal
responsibility according to the relevant provisions of the Criminal Law.”

Paragraph 3 shall be amended as: “Any person who secretly carries any gun, bullet or cutting tcol
which is under control when taking a civil aircraft shall be subject to criminal responsibility
according to the relevant provisions of the Criminal Law.”

Article 195 shall be amended as: “Any person who intentionally places any hazardous article on a
civil aircraft in use or instigates any other person to do so shall be subject to criminal
responsibility according to the relevant provisions of the Criminal Law if the hazardous article is
hazardous enough to destroy the civil aircraft and endangers flight safety.”

Article 197 shall be amended as: “Any person who steals or intentionally damages, destroys or
moves any aviation facility in use shall be subject to criminal responsibility according to the
relevant provisions of the Criminal Law if his abovementioned act endangers fiight safety and
may cause the falling or wrecking of the civil aircraft,”

S7. Article 39 of the Law of the People’s Republic of China on the Control of Guns shall be
amended as: “Any person who, in violation of this Law, manufactures, trades or transports guns
without permit shall be subject to criminal responsibility according to the relevant provisions of
the Criminal Law.
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“Where any entity commits the act mentioned in the preceding paragraph, a fine shall be
imposed upon it, and the directly responsible person in charge and other directly liable persons
of the entity shall be subject to criminal responsibility according to the relevant provisions of the
Criminal Law.”

Article 41 shall be amended as: “Any person, in violation of this Law, illegally possesses guns or
ilegally transports or carries guns into or outside China shall be subject to crimina! responsibility
according to the relevant provisions of the Criminal Law.”

S8. Paragraph 1 of Article 62 of the Military Service Law of the People’s Republic of China shall be
amended as: "Any soldier in active service who refuses to fulfill obligations or escapes from the
army for the purpose of avoiding performing military services shall be punished according to the
provisions of the Military Commission of the Central Committee and, if any crime is constituted,
subject to criminal responsibility according to law.”

IV. The public security administrative punishment provisions in the following laws and decisions
on the relevant legal matters shall be amended.

() The term “Regulation on Public Security Administrative Punishments” as quoted in the
following laws and decisions on the relevant legal matters shall be amended as “Law on Public
Security Administrative Punishments”,

59. Article 64 of the Military Service Law of the People’s Republic of China
60. Articles 41 and 48 of the Mineral Resources Law of the People’s Republic of China
61. Article 39 of the Law of the People’s Republic of China on the Protection of Wildlife

62. Articles 28 and 32 of the Law of the People’s Republic of China on Assembly, Parade and
Demonstration

63. Article 67 of the Railway Law of the People’s Republic of China

64. Article 37 of the Soil and Water Conservation Law of the People’s Republic of China
65. Article 41 of the Tobacco Monopoly Law of the People’s Republic of China

66. Article 51 of the Trade Union Law of the People’s Republic of China

67. Article 69 of the Product Quality Law of the People’s Republic of China

68. Article 52 of the Law of the People's Republic of China on the Protection of Consumers’ Rights
and Interests

69. Articles 51 through 53 of the Law of the People’s Republic of China on Physical Culture and
Sports

70. Article 200 of the Civil Aviation Law of the People’s Republic of China
71. Article 70 of the Electric Power Law of the People’s Republic of China
72. Article 42 of the Administrative Punishment Law of the People’s Republic of China

73. Article 76 of the Coal Law of the People’s Republic of China



74. Articles 46 and 48 of the Law of the People’s Republic of China on the Protection of the Rights
and Interests of the Eiderly

75. Article SO of the Civil Air Defense Law of the People’s Republic of China

76. Articles 61, 62 and 64 of the Flood Control Law of the People’s Republic of China
77. Article 40 of the Law of the People’s Republic of China on Medical Practitioners
78. Article 94 of the Work Safety Law of the People's Republic of China

79. Article 72 of the Water Law of the People’s Republic of China

80. Articles 2 and 3 of the Decision of the Standing Committee of the National People’s Congress
on Punishing Criminals Who Smuggle, Produce, Sell or Disseminate Pornographic Articles

81. Article 4 of the Decision of the Standing Committee of the National People’s Congress on
Seriously Punishing Criminals Who Kidnap and Se!ll Women and Children

82. Artidle 6 of the Decision of the Standing Committee of the National People’s Congress on
Maintaining Internet Security

{ll) The specific public security administrative punishment provisions in the following laws and
decisions on legal matters shall be amended.

83. Paragraph 1 of Article 64 of the Law of the People’s Republic of China on Industrial Enterprises
Owned by the Whole People shall be deleted.

Paragraph 2 shall be amended as: “Whoever disturbs the order of an enterprise, and thereby
causes the discontinuity of its normal production, business operations and work, but has not
caused serious losses, shall be punished by the public security organ in the locality of the
enterprise in accordance with the Law of the People’s Republic of China on Public Security
Administrative Punishments.”

84. Paragraph 2 of Article 33 of the Law of the People’s Republic of China on the Protection of
Wildlife shall be amended as: "Whoever, in violation of this Law, hunts wildlife with a gun without
a license for the gun shall be punished by the public security organ according to Article 32 of the
Law on Public Security Administrative Law.”

85. The phrase “according to Article 19 of the Regulation on Public Security Administrative
Punishments by analogy” as mentioned in Articles 32, 33 and 34 of the Law of the People’s
Republic of China on the Protection of Military Instaliations shall be amended as “according to
Article 23 of the Law of the People’s Republic of China on Public Security Administrative
Punishments”.

86. Article 19 of the National Flag Law of the People’s Republic of China shail be amended as:
‘“Whoever desecrates the National Flag of the People’s Republic of China by publicly and willfully
burning, destroying, scrawling on, defiling or trampling upon it shall be subject to criminal
responsibility according to law. If the offence is relatively minor, the offender shali be detained by
the public security organ for not more than 15 days.”

87. Article 13 of the National Emblem Law of the People’s Republic of China shall be amended as:
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“Whoever desecrates the National Emblem of the People’s Republic of China by publicly and
willfully burning, destroying, scrawling on, defiling or trampling upon it shall be subject to
criminal responsibility according to law. If the offence is relatively minor, the offender shall be
detained by the public security organ for not more than 15 days.”

88. The phrase “according to Article 19 of the Regulation on Public Security Administrative
Punishments” as mentioned in Paragraph 3 of Article 39 of the Law of the People’s Republic of
China on Deputies to the National People’s Congress and the Local People’s Congresses at All
Levels shall be amended as “according to Article 50 of the Law of the Peaople’s Republic of China
on Public Security Administrative Punishments”,

89. The phrase “according to Article 19 of the Regulation on Public Security Administrative
Punishments by analogy” as mentioned in Paragraph 2 of Article 15 of the Law of the People’s
Republic of China on the Red Cross Society shall be amended as “according to Article 50 of the
Law of the People’s Republic of China on Public Security Administrative Punishments”.

90. Article 83 of the Highway Law of the People’s Republic of China shall be amended as:
"Whoever impedes the construction or urgent repair of a highway and thereby disturbs the
normal construction or urgent repair of the highway shall be punished according to the Law of
the People’s Republic of China on Public Security Administrative Punishments if no serious losses
are caused.

“Whoever damages any highway or moves any highway sign without permit, which may affect
traffic safety but is not serious enough to be punishable by a criminal punishment, shall be
punished according to Artide 99 of the Law of the People’s Republic of China on Road Traffic
Safety.

“Whoever refuses or impedes the performing of duties by highway supervisors or inspectors but
daoes nat use violence or threat shall be punished according to the Law of the People’s Republic of
China on Public Security Administrative Punishments.”

91. The phrase “according to Article 30 of the Regulation on Public Security Administrative
Punishments” as mentioned in Articles 3 and 4 of the Decision of the Standing Committee of the
National People’s Congress on Prohibiting Prostitution and Going Whoring shall be amended as
“according to the provisions of the Law of the People’s Republic of China on Public Security
Administrative Punishments”.

V. The inconsistent names and articles of laws quoted in the following laws shall be amended.

92. The term “Regulation on the Service of the Officers of the Chinese People’s Liberation Army”
as mentioned in Article 27 of the Military Service Law of the People’s Republic of China shall be
amended as “Law of the People’s Republic of China on Officers in Active Service and the Law of
the People’s Republic of China on Officers on Reserve Service”.

93. The term “Urban Planning Law of the People’s Republic of China” as mentioned in Paragraph
2 of Article 35 of the Meteorology Law of the People’s Republic of China shall be amended as
“Urban and Rural Planning Law of the People’s Republic of China”.

94. Article 2 of the Regulation of the People’s Republic of China on the Police Ranks of the
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People’s Police shall be amended as: “A system of police ranks shall be practiced for the people’s
police”

95. The term “Paragraph 2 of Article 217 of the Civil Procedure Law” as mentioned in Article 63 of
the Arbitration Law of the People’s Republic of China shall be amended as “Paragraph 2 of Article
213 of the Civil Procedure Law”; the term “Paragraph 1 of Article 260 of the Civil Procedure Law”
as mentioned in Articles 70 and 71 shall be amended as “Paragraph 1 of Article 258 of the Civil
Pracedure Law”.

This Decision shall come into force on the date of promulgation.
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General Principles of the Civil Law of the People's Republic of China

(Adopted at the Fourth Session of the Sixth National People’s Congress, promulgated by
Order No. 37 of the President of the People's Republic of China on April 12, 1986, and
effective as of January 1, 1987)
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CHAPTER I Basic Principles

Anticle 1. This Law is formulated in accordance with the Constitution and the actual situation in
our country. drawing upon our practical experience in civil activitics. for the purpose of protecting
the lawful civil rights and interests of citizens and legal persons and comectly adjusting civil
relations. so as (o meet the needs of the devcloping socialist modemization.

Anticle 2. The Civil Law of the People's Republic of China shall adjust property relationships and
personal relationships between civil subjects with equal status. that is. between citizens. between
legal persons and between citizens and legal persons.

Article 3. Parties to a civil activity shall have equal status.

Article 4. In civil activitics. the principles of voluntariness. faimess. making compensation for
cqual value. honesty and credibility shall be observed.

Anicle 5. The lawful civil rights and intcrests of citizens and legal persons shall be protecied by
law’. no organization or individual may infringe upon them.

Anticle 6. Civil activitics must be in compliance with the law. where there are no relevant
provisions in the law. they shall be in compliance with state policies.

Anticle 7. civil activitics shall have respect for social cthics and shall not hanm the public interest.
undermine state economic plans or disrupt social cconomic order.

Anticle 8. The law of the People’s Republic of China shall apply to civil activities within the
Pcople’s Republic of China. except as othenwisc stipulated by law.

The stipulations of this Law as regards citizens shall apply to forcigners and stateless persons
within the Pcople's Republic of China. except as otherwise stipulated by law.

CHAPTER Il Citizen (Natural Person)

Scction  Capacity for Civil Rights and Capacity for Civil Conduct




Anticle 9. A citizen shall have the capacity for civil rights from birth to death and shall enjoy civil
rights and assume civil obligations in accordance with the law.

Article 10. All citizens arc oqual as regards their capacity for civil rights.

Article 11. A citizen aged 18 or over shall be an adult. He shall have full capacity for civil conduct.

may independently engage in civil activities and shall be called a person with full capacity for
civil conduct.

A citizen who has rcached the age of 16 but not the age of 18 and whose main source of income is
his own labor shall be regarded as a person with full capacity for civil conduct.

Article 12. A minor aged 10 or over shall be a person with limited capacity for civil conduct and
may engage in civil activitics appropriate to his age and inicllect: in other civil activitics. he shall
be represented by his agent ad litem or panicipate with the consent of his agent ad litem.

A minor under the age of 10 shall be a person having no capacity for civil conduct and shall be
represented in civil activities by his agent ad litem

Anticle 13. A mentally ill person who is unable to account for his own conduct shall be a person
having no capacity for civil conduct and shall be represented in civil activities by his agent ad
litem.

A mentally ill person who is unable 10 fully account for his own conduct shall be a person with
limited capacity for civil conduct and may engage in civil activitics approprnate to his mental
health: in other civil activitics, he shall be represented by his agent ad litem or participate with the

consent of his agent ad litem.

Anticle 14. The guardian of a person without or with limited capacity for civil conduct shall be his
agent ad litem.

Atticle 15. The domicile of a citizen shall be the place where his residence is registered: if his
habitual residence is not the same as his domicile. his habitual residence shall be regarded as his
domicile.

Section 1l Guardianship

Anticle 16. The parents of a minor shall be his guardians.

If the parents of a minor are dead or lack the competence to be his guardian, a person from the

following categories who has the competence to be a guardian shall act as his guardian:

(1) patcrnal or matermnal grandparent:




(2) elder brother or sister: or

(3) any other closely connected relative or fricnd willing to bear the responsibility of guardianship
and having approval from the units of the minor's parents or from the neighborhood or village
commitice in the place of the minor's residence.

In casc of a dispulc over guardianship. the units of the minor's parents or the ncighborhood or
village committee in the place of his residence shall appoint a guardian from among the minor's
near relatives. 1f disagreement over the appointment lcads to a lawsuit. the people's court shall
make a ruling.

If none of the persons listed in the first two paragraphs of this article is available to be the
guardian, the units of the minor’s parents, the neighborhood or village committee in the place of
the minor’s residence or the civil affairs department shall act as his guardian.

Article 17. A person from the following catcgorics shall act as guardian for a mentally ill person
without or with limited capacity for civil conduct:

(1) spouse.
(2) parent.

(3) adult child:
(4) any other near relative:

(5) any other closcly connccted relative or friend willing to bear the responsibility of guardianship
and having approval from thc unit 1o which the mentally ill person belongs or from the
ncighborhood or village committee in the place of his residence.

In casc of a dispulc over guardianship. the unit to which the mentally ilt person belongs or the
neighborhood or village commitice in the place of his residence shall appoint a guardian from
among his ncar relatives. If disagreement over the appointment Icads to a lawsuit, the people's
court shall make a ruling.

If none of the persons listed in the first paragraph of this anicle is available to be the guardian. the
unit to which the mentally ill person belongs, the neighborhood or village committee in the place
of his residence or the civil affairs department shall act as his guardian.

Anicle 18. A guardian shall fulfil his duty of guardianship and protcct the person. property and
other lawful rights and interests of his ward. A guardian shall not handle the property of his ward

unless it is in the ward's interests.

A guardians's rights (o fulfil his guardianship in accordance with the law shall be protected by law.




I a guardian docs not fulfil his dutics as guardian or infringes upon the lawful rights and interests
of his ward. he shall be held responsible: if a guardian causes any propenty loss for his ward. he
shall compensate for such loss. The people’s count may disqualify a guardian based on the
application of a concerned party or unit.

Article 19. A person who shares interests with a mental patient may apply to a peoplc's court for a
declaration that the mental patient is a person without or with limited capacity for civil conduct.

With the recovery of the health of a person who has been declared by a people's court to be
without or with limited capacity for civil conduct, and upon his own application or that of an
interested person. the people’s court may declare him to be a person with limited or full capacity
for civil conduct.

Section [11 Declarations of Missing Persons and Death

Article 20. If a cidzen's whercabouts have been unknown for two vears. an interested person may
apply to a people's count for a declaration of the citizen as missing.

If a person's whereabouts become unknown during a war. the calculation of the time period in
which his whereabouts are unknown shall begin on the final day of the war.

Article 21. A missing person's property shall be placed in the custody of his spouse. parents, adult
children or other closely connccted relatives or friends. In case of a dispute over custody, if the
persons stipulated above are unavailable or arc incapable of taking such custody. the property shall
be placed in the custody of a person appointed by the people's court.

Any taxcs. debts and other unpaid expenses owed by a missing person shall defraved by the
custodian out of the missing person's property.

Article 22. In the cvent that a person who has been declared missing reappears or his whereabouts
are ascertained. the people's count shall, upon his own application or that of an intercsted person,
revoke the declaration of his missing-person status.

Article 23. Under either of the following circumstances, an interested person may apply to the
people's court for a declaration of a citizen's death:

(1) il the citizen's whereabouts have been unknown for four years or
(2) if the citizen's whercabouts have been unknown for two vears after the date of an accident in
which he was involved.

If a person's whereabouts become unknown during a war, the calculation of the time period in
which his whercabouts arc unknown shall begin on the final day of the war.




Anticle 24. In the event that a person who has been declared dead reappears or it is ascertained that
he is alive. the people’s court shall. upon his own application or that of an inierested person.
revoke the declaration of his death.

Any civil juristic acts performed by a person with capacity for civil conduct during the period in
which he has been declared dead shall be valid.

Anticle 25. A person shall have the right to request the return of his propenty. if the declaration of
his death has been revoked. Any cilizen or organization that has obtained such property in
accordance with the Inhcritance Law shall retumn the onginal items or make appropriate
compensation if the original items no longer exist. Section IV Individual Busincsscs and
Leasc-holding Farm Households

Article 26. "Individual businesses” refers 10 businesses run by individual citizens who have been
lawfully registered and approved to engage in industrial or commercial operation within the
sphere permitted by law. An individual business may adopt a shop name.

Anticle 27. “Lease-holding farm houscholds” refers (o members of a rural collective cconomic
organization who cngage in commodity production under a contract and within the spheres
permitted by law.

Anticle 28. The Icgitimate rights and interests of individual businesscs and lcase-holding farm
houscholds shall be protected by law.

Anticle 29. The debis of an individual business or a lease-holding farm houschold shall be secured
with the individual's property if the business is operated by an individual and with the family’s
property if the business is operated by a family. Section V Individual Partnership

Article 30. "Individual partncrship” refers to two or more citizens associated in a business and
working together. with each providing funds, material objccts. techniques and so on according 0
an agreement.

Article 31. Partners shall make a written agreement covering the funds cach is to provide. the
distribution of profits. the responsibility for debts, the entering into and withdrawal from

partnership. the ending of partnership and other such matters.

Anticle 32. The property provided by the partners shall be under their unified management and
usc.

The property accumulated in a partnership operation shall belong to all the partners.

Article 33. An individual partnership may adopt a shop name: it shall be approved and registered
in accordance with the taw and conduct business operations within the range as approved and




registered.

Anticle 34. The operational activitics of an individual paninership shall be decided jointly by the
partners, who each shall have the right to carry out and supervise thosc activitics.

The partners may clect a responsible person. All partners shall bear civil liability for the
operational activities of the responsible person and other personnel.

Article 35. A partnership's debts shall be sccured with the partners’ property in proportion to their
respective contributions to the investment or according to the agreement made.

Partners shall undertake joint liability for their partnership's debts. except as othenwisc stipulated
by law. Any partner who overpays his share of the partnership's debts shall have the right to claim
compensation from the other partners.

CHAPTER III Legal Persons

Scction I General Stipulations

Article 36. A legal person shall be an organization that has capacity for civil rights and capacity
for civil conduct and independently enjoys civil ights and assumes civil obligations in accordance

with the law.

A legal person's capacity for civil rights and capacity for civil conduct shall begin when the legal
person is established and shall end when the legal person terminatcs.

Anicle 37. A legal person shall have the following qualifications:

(1) establishment in accordance with the law:

(2) possession of the nccessary property or funds:

(3) posscssion of its own name, organization and premiscs: and

(4) ability 10 independently bear civil liability.

Article 38. In accordance with the law or the anicles of association of the legal person. the
responsible person who acts on behalf of the Iegal person in excreising its functions and powcrs

shall be its Icgal representative.

Article 39. A legal person's domicile shall be the place where its main administrative office is
located.

Article 40. When a legal person terminates. it shall go into liquidation in accordance with the law




and discontinue all other activities.
Scction Il Enterprisc as Legal Person

Anticle 41. An cnicrprise owned by the whole people or under collective ownership shall be
qualified as a legal person when it has sufficient funds as stipulated by the state: has articles of
association. an organization and premiscs: has the ability to independenty bear civil liability: and
has becn approved and registered by the competent authority.

A Chinese-foreign cquity joint venture. Chinesc-foreign contractual joint venture or
foreign-capital enterprisc established within the People's Republic of China shall be qualificd as a
legal person in China if it has the qualifications of a legal person and has been approved and
registered by the administrative agency for industry and commerce in accordance with the law.

Atticle 42. An cnterprise as legal person shall conduct operations within the range approved and
registered.

Anticle 43. Anenterprise as legal person shall bear civil liability for the operational activities of its
legal representatives and other personnel.

Atticle 44. If an enterpnisc as legal person is divided or merged or undergocs any other important
change. it shall register the change with the registration authority and publicly announce it.

When an cnterprise as legal person is divided or merged. its rights and obligations shall be
enjoyed and assumed by the new legal person that results from the change.

Anticle 45. An cnterprise as legal person shall terminate for any of the following reasons:
(1) if it is dissolved by law:

(2) if it is disbanded:

(3) if it is declared bankrupt in accordance with the law: or

(4) for other reasons.

Aniicle 6. When an cnterprisc as legal person tcrminates. it shall cancel its registration with the
registration authority and publicly announce the termination.

Anicle 47. When an cnterprise as legal person is disbanded. it shall establish a liquidation
organization and go into liquidation. When an enterprise as legal person is dissolved or is declared
bankrupt. the competent authority or a people’s court shall organize the organs and personncl
concemed to establish a liquidation organization to liquidate the enterprise.




Article 48. An cnterprisc owned by the whole people. as legal person, shall bear civil liability with
the property that the state authorizes it to manage. An enterprise under collective ownership. as
lcgal person. shall bear civil liability with the property it owns. A Chinesc-foreign equity joint
venture. Chinese-foreign contractual joint venture or foreign-capital enterprisc as legal person
shall bear civil liability with the property it owns, except as stipulated othenwise by law.

Anticle 49. Under any of the following circumstances. an enterprise as legal person shall bear
liability. its legal representative may additionally be given administrative sanctions and fincd and.
if the offence constitutes a crime, criminal responsibility shall be investigated in accordance with
the law:

(1) conducting illegal operations bevond the range approved and registcred by the registration
authonty:
(2) concealing facts from the registration and tax authorities and practicing fraud:

(3) sccretly withdrawing funds or hiding property to evade repayment of debls:

(4) disposing of property without authonzation after the enterprise is dissolved. disbanded or
declared bankrupt:

(5) failing 1o apply for registration and make a public announcement promptly when the enterprise
undergocs a change or terminates. thus causing interested persons to suffer heavy losses:

(6) Engaging in other activitics prohibited by law, damaging the interests of the state or the public
interest.

Section 11 Official Organ. Institution and Social Organization as Legal Person
Anticle 50. An independently funded official organ shall be qualificd as a legal person on the day it
is established.

If according 10 law an institution or social organization having the qualifications of a legal person
needs not go through the procedures for registering as a legal person. it shall be qualified as a legal
person on the day it is established: if according 1o law it does nced to go through the registration
procedures. it shall be qualified as a legal person after being approved and registered.

Section 1V Economic Association

Anticle 51. If a new cconomic cntity is formed by enterpriscs or an enterprisc and an institution
that engage in cconomic association and it independently bears civil liability and has the
qualifications of a legal person, the new entity shall be qualified as a legal person after being

approved and registered by the competent authonity.

Article 52. If the cnterprises or an enterprisc and an institution thalt engage in cconomic




association conduct joint operation but do not have the qualifications of a legal person. cach pany
to the association shall. in proportion 10 its respective contribution to the investment or according
to the agreement made. bear civil liability with the property each party owns or manages. If joint
liability is specified by law or by agreement. the parties shall assume joint liability.

Article 53. If the contract for economic association of cntcrpriscs of an enterprise and an
institution specifics that each party shall conduct operations independently. it shall stipulate the
rights and obligations of cach panty, and cach party shall bear civil liability scparately.

CHAPTER IV Civil Juristic Acts and Agency

Section I Civil Juristic Acts

Article 54. A civil juristic act shall be the lawful act of a citizen or lcgal person to establish,
change or terminate civil rights and obligations.

Article 55. A civil juristic act shall meet the following requircments:
(1) the actor has relevant capacity for civil conduct:

(2) the intention cxpressed is genuine: and

(3) the act docs not violate the law or the public interest.

Anticle 56. A civil juristic act may be in written. oral or other form. If the law stipulates that a
particular form be adopted. such stipulation shall be observed.

Anticle 57. A civil juristic act shall be legally binding once it is instituted. The actor shall not alter
or rescind his act except in accordance with the law or with the other panty's consent.

Anticle 58. Civil acts in the following categorics shall be null and void:

(1) those performed by a person without capacity for civil conduct:

(2) those that according to law may not be indcpendenty performed by a person with limited
capacity for civil conduct:

(3) those performed by a person against his truc intentions as a result of cheating, cocrcion or
exploitation of his unfavorable position by the other party;

(4) those that performed through malicious collusion arc detrimental to the interest of the state, a
collective or a third party:

(5) those that violatc the law or the public interest:




(6) cconomic contracts that violate the state’s mandatory plans: and

(7) those that performed under the guisc of legitimate acts conccal illegitimaic purposes.

Civil acts that are null and void shall not be legally binding from the very beginning.

Article 59. A party shatl have the right to requcst a pcople's court or an arbilration agency 10 alter
or rescind the following civil acts:

(1) those performed by an actor who scriously misunderstood the contents of the acts:

(2) those that are obviously unfair.

Rescinded civil acts shall be null and void from the very beginning.

Article 60. If pant of a civil act is null and void. it shall not affect the validity of other parts.

Article 61. After a civil act has been determined to be null and void or has been rescinded. the
party who acquired property as a result of the act shall return it to the party who suffered a loss.
The erring party shall compensate the other party for the losses it suffered as a result of the act: if
both sides are in error. they shall cach bear their proper share of the responsibility.

If the two sides have conspired maliciously and performed a civil act that is detimental to the
interests of the state, a collective or a third party. thc property that they thus obtained shall be

recovered and turmed over o the state or the collective, or retumed to the third party.

Article 62. A civil junstic act may have conditions attached to it. Conditional civil juristic acts
shall take effect when the rclevant conditions are met. Section IT Agency

Article 63. Citizens and legal persons may perform civil juristic acts through agents.

An agent shall perform civil juristic acts in the principal's name within the scope of the power of
agency. The principal shall bear civil liability for the agent’s acts of agency.

Civil junistic acts that should be performed by the principal himself, pursuant to legal provisions or
the agreement between the two parties. shall not be entrusted to an agent.

Anticle 64. Agency shall include entrusted agency. statutory agency and appointed agency.
An entrusted agent shall excrcise the power of agency as entrusied by the principal; a statutory

agent shall cxercise the power of agency as prescribed by law; and an appointed agent shall
exercise the power of agency as designated by a people's coun or the appointing unit.




Article 65. A civil juristic act may be entrusted 1o an agent in writing or orally. If legal provisions
require the entrustment to be written. it shall be effected in wnting.

Where the entrustment of agency is in writing. the power of attorney shall clearly state the agent's
name. the entrustcd tasks and the scope and duration of the power of agency. and it shall be signed
or scaled by the principal.

If the power of attorney is not clear as to the authority conferred. the principal shall bear civil
liability towards the third party. and the agent shall be held jointly liable.

Article 66. The principal shall bear civil liability for an act performed by an actor with no power
of agency, beyond the scope of his power of agency or after his power of agency has expired. only
if he recognizes the act retroactively. If the act is not so recognized. the perforer shall bear civil
liability for it. if a principal is aware that a civil act is being exccuted in his name but fails to
repudiate it, his consent shall be deemed to have been given.

An agent shall bear civil hability if he fails 1o perform his duties and thus causcs damage to the
principal.

If an agent and a third party in collusion hanm the principal's interests. the agent and the third party
shall be held jointly liable.

If a third party is awarc that an actor has no power of agency, is overstepping his power of agency,
or his power of agency has expired and vet joins him in a civil act and thus brings damage to other
people. the third party and the actor shall be held jointly liable.

Anticle 67. If an agent is aware that the matters entrusted are illegal but still carries them out, or if
a principal is aware that his agent's acts are illegal but fails to object to them. the principal and the
agent shall be held jointly liable.

Anticle 68. If in the principal’s intcrests an entrusied agent necds to transfer the agency to another
person, he shall first obtain the principal's consent. If the principal's consent is not obtained in

advance. the matter shall be reported to him promptly after the transfer, and if the principal objects.

the agent shall bear civil liability for the acts of the transferee: however, an entrusted agency
transferred in cmergency circumstances in order to safeguard the principal's interests shall be
excepted.

Anticle 69. An entrusied agency shall end under any of the following circumstances:

(1) when the period of agency expires or when the tasks entrusted arc completed:

(2) when the principal rescinds the entrustinent or the agent declines the entrustment.

(3) when the agent dies:




(4) when the principal loses his capacity for civil conduct; or

(5) when the principal or the agent ccases to be a legal person.

Article 70. A statutory or appointed agency shall end under any of the following circumstances:
(1) When the principal gains or recovers capacity for civil conduct:

(2) When the principal or the agent dics:

(3) When the agent loses capacity for civil conduct:

(4) When the people’s court or the unit that appointed the agent rescinds the appointment: or
(5) When the guardian relationship between the principal and the agent ends for other reasons.
CHAPTER V Civil Rights

Section 1 Property Ownership and Related Property Rights

Article 71. "Property ownership” means the owner’s rights to lawfully possess. utilize. profit from
and disposc of his propenty.

Article 72. Property ownership shall not be obtained in violation of the law.

Unless the law stipulates otherwise or the parties concerned have agreed on other arrangements.
the ownership of property obtained by contract or by other lawful means shall be transferred
simultarcously with the propenty itself.

Article 73. State property shall be owned by the whole people.

State property is sacred and inviolable, and no organization or individual shall be allowed to scize.
encroach upon, privately divide, retain or destroy it.

Article 74. Propenty of collective organizations of the working masses shall be owned collectively

by the working masses. This shall include:

(1) Land. forests. mountains. grasslands, unrectaimed land, beaches and other areas that are
stipulated by law to be under collective owncrship:
(2) Property of collective cconomic organizations;

(3) Collectively owned buildings, reservoirs, farm imgation facilities and cducational. scicntific,




-

cultural, health. sports and other facilitics: and

(4) Other property that is collectively owned.

Collectively owned land shall be owned collectively by the village peasants in accordance with the
law and shall be worked and managed by village agricultural production cooperatives. other
collective agricultural economic organizations or villager' committecs. Land alrcady under the
ownership of the township (town) peasants’ collective economic organizations may be collectively
owned by the peasants of the township (town).

Collectively owned property shall be protected by law. and no organization or individual may
seize. encroach upon. privately divide. destroy or illegally scal up. distrain. freczc or confiscate it.

Article 75. A citizen's personal property shall include his lawfully carned income, housing, savings.

anticles for daily use. objects d'art. books. reference materials. trecs. livestock, as well as means of
production the law penmits a citizen to possess and other lawful propenrty.

A citizen’s lawful property shall be protected by law. and no organization or individual may
appropriate, encroach upon. destroy or illegally scal up, distrain, frecze or confiscate il.

Anticle 76. Citizens shall have the right of inheritance under the law.

Article 77. The lawful property of social organziations. including religious organizations. shall be
protected by law.

Anrticlc 78. Property may be owned jointly by two or more citizens or legal persons.

There shall be two kinds of joint owncrship, namcly co-ownership by sharcs and common
ownership. Each of the co-owners by shares shall enjoy the nights and assume the obligations
respecting the joint property in proportion to his share. Each of the common owners shall cnjoy
the rights and assume the obligations respecting the joint propenty.

Each co-owner by shares shall have the right to withdraw his own share of the joint propenty or
transfcr its ownership. However, when he offers to sell his share, the other co-owners shall have a
right of pre-emption if all other conditions are equal.

Anticle 79. If the owner of a buried or concealed object is unknown, the object shall belong to the
state. The unit that receives the object shall commend or give a material reward to the unit or

individual that turas in the object.

Lost-and-found objects. flotsam and stray animals shall be returned to their rightful owners. and
any costs thus incurred shall be reimbursed by the owners.

Article 80. Statc-owned land may be used according to law by units under ownership by the whole




people; it may also be lawfully assigned for usc by units under collective ownership. The state
shall protect the usufruct of the land. and the usufructuary shall be obligated to manage. protect
and properly usc the land.

The right of citizens and collectives to contract for management of land under collective
ownership or of state-owned land under collective use shall be protecied by law. The rights and
obligations of the two contracting partics shall be stipulated in the contract signed in accordance
with the law.

[.and may not be sold. lcascd. mortgaged or illegally transferred by any other means

Anticle 81. Statc-owned forests. mountains, grasslands, unreclaimed land. beaches. water surfaces
and other natural resources may be uscd according to law by units under ownership by the whole
peoplc. or they may also be lawfully assigned for usc by unit under collective ownership. The
state shall protect the usufruct of those resources, and the usufructuary shall be obliged 10 manage,
protect and properly usc them.

State-owned mincral resources may be mined according to law by units under ownership by the
whole peoplc and units under collective ownership. citizens may also lawfully mine such
resources. The state shall protect lawful mining rights.

The right of citizens and collectives to lawfully contract for the management of forests. mountains.
grasstands, unreclaimed land, beaches and water surfaces that arc owned by collectives or owned
by the state but used by collectives shall be protected by law. The rights and obligations of the two
contracting partics shall be stipulated in the contract in accordance with the law.

Statc-owned mineral resources and waters as well as forest land, mountains, grasstands.
unreclaimed land and beaches owned by the state and those that are lawfully owned by collective
may not be sold, leased. mortgaged or illegally transferred by any other means.

Anicle 82. Enterprises under owncrship by the whole people shall lawfully cnjoy the rights of
management over property that the state has authorized them to manage and operatc. and the
rights shall be protected by law.

Anicle 83. In the spirit of helping production. making things convenient for pcople's lives.
cnhancing unity and mutual assistance, and being fair and rcasonable. neighboring uscrs of real
estate shall maintain proper ncighborly relations over such matters as water supply, drainage.
passageway, ventilation and lighting. Anyone who causcs obstruction or damage to his neighbor.
shall stop the infringement, climinate the obstruction and compensatc for the damage.

Scction II Creditors’ Rights

Article 84. A debt represents a special relationship of rights and obligations established between
the partics concerned, cither according to the agreed terns of a contract or legal provistons. The




party entitled to the rights shall be the creditor. and the party assuming the obligations shall be the
debtor.

The creditor shall have the nght 10 demand that the debtor fulfil his obligations as specificd by the
contract or according to legal provisions. Anticle 85. A contract shall be an agrecment whereby the
parties establish. change or terminate their civil relationship. Lawfully established contracts shall
be protected by law.

Article 86. When there arc two or more creditors to a deal. each creditor shall be entitled to rights
in proportion to his proper sharc of the credit. When there are two or more debtors to a deal. each
debtor shall assume obligations in proportion to his proper share of the debt.

Article 87. When there are two or more creditors or debtors to a deal. each of the joint creditors
shall be cntitled to demand that the debtor fulfil his obligations, in accordance with legal
provisions or the agreement between the parties: cach of the joint debtors shall be obliged to
perfonn the entire debt, and the deblor who performs the cntire debt shall be entitled to ask the
other joint debtors to reimburse him for their shares of the debt.

Anticle 88. The parties to a contract shall fully fulfil their obligations pursuant to the terms of the
contract.

If a contract contains ambiguous terms regarding quality, time limit for performance. place of
performance. or price. and the intended meaning cannot be determined from the context of
relevant terms in the contract. and if the parties cannot reach an agreement through consultation.
the provisions below shall apply:

(1) if quality requircments are unclear. state quality standards shall apply: if there are no state
quality standards. generally held standards shall apply.

(2) if the time limit for pcrformance is usnclear. the debtor may at his convenicnce fulfil his
obligations towards the creditor; the creditor may also demand at any time that the debtor perform
his obligations, but sufficicnt notice shall be given to the debtor.

(3) if the place of performance is unclear. and the pavment is moncy. the performance shall be
effected at the scat or place of residence of the party receiving the payment: if the payment is other
than moncy, the performance shall be cffected at the seat or place of residence of the party
fulfilling the obligations.

(4) if the price agreed by the parties is unclear, the statc-fixed price shall apply. If there is no
state-fixed price. the price shall be bascd on market price or the price of a similar article or
remuncration for a similar service.

If the contract docs not contain an agreed term regarding rights to patent application, any party
who has completed an invention-creation shall have the right to apply for a patent.




If the contract docs not contain an agreed term regarding rights to the use of scicntific and
technological rescarch achievements. the parties shall all have the right to usc such achievements.

Article 89. In accordance with legal provisions the agrecement between the parties on the
perfonnance of a debt may be guaraniced using the methods below:

(1) A guarantor may guarantec to the creditor that the debtor shall perform his debt. If the debtor
defaults. the guarantor shall perform the debt or bear joint liability according to agreement. After
performing the debt. the guarantor shall have the right to claim rcpayment from the debtor.
(2) The debtor or a third party may offer a specific property as a pledge. If the debtor defaulis, the
creditor shall be entitled 10 keep the pledge to offset the debt or have priority in satisfying his
claim out of the proceeds from the sale of the pledge pursuant 1o relevant legal provisions

(3) Within the limits of rclevant legal provisions. a party may leave a deposit with the other party.
After the debtor has discharged his debt. the deposit shall cither be retained as partial payment of
the debt or be returned. If the party who leaves the deposit defaults. he shall not be entitled to
demand the return of the deposit: if the party who accepts the deposit defaults. he shall repay the
deposit in double.

(4) If a party has posscssion of the other party's property according to contract and the other party
violates the contract by failing to pay a required sumn of money within the specificd time limii, the
possessor shall have a lien on the property and may keep the retained property to offset the debt or
have priority in satisfying his claim out of thc proceeds from the sale of the propenty pursuant to
rclevant legal provisions.

Article 90. Legitimate loan relationships shall be protected by law.

Article 91. If a panty to a contract transfers all or part of his contractual rights or obligations to a
third party, he shall obtain the other party’s consent and may not seek profits therefrom. Contracts
which according to legal provisions arc subject to state approval. such as transfers. must be
approved by the authority that originally approved the contract. unless the law or the original
contract stipulates otherwise.

Article 92, If profits arc acquired improperly and without a lawful basis, resulting in another
person’s loss. the illegal profits shall be retumed to the person who suffered the loss.

Article 93. If a person acts as manager or provides scrvices in order to protect another person’s
interests when he is not legally or contractually obligated to do so. he shall be entitled to claim

from the beneficiary the expenses necessary for such assistance.

Section NI Intcllcciual Property Rights




Aricle 94. Citizens and legal persons shall enjoy rights of authorship (copyrights) and shall be
entitled to sign their names as authors, issue and publish their works and obtain remuneration in
accordance with the law.

Article 95. The patent rights lawfully obtained by citizens and legal persons shall be protected by
law.

Article 96. The rights 10 exclusive use of trademarks obtained by legal persons, individual
businesses and individual parinerships shall be protccted by law.

Anticle 97. Citizens who make discoveries shall be entitled to the rights of discovery. A discoverer
shall have the nght to apply for and receive certificates of discovery. bonuscs or other awards.

Citizens who make inventions or other achicvements in scientific and technological rescarch shall
have the right to apply for and receive certificates of honor. bonusces or other awards

Scction IV Personal Rights

Article 98. Citizens shall enjoy the rights of life and hcalth.

Article 99. Citizens shall enjoy the right of personal name and shall be entitled to detenmine. use
or change their personal names in accordance with relevant provisions. Interference with,
usurpation of and falsc representation of personal names shall be prohibited.

Legal persons. individual businesses and individual parinerships shall cnjoy the right of name.
Enterpriscs as legal persons, individual businesses and individual partnerships shall have the right
10 usc and lawfully assign their own names.

Anticle 100. Citizens shall enjoy the right of porrait.

The usc of a citizen’s portrait for profit without his consent shall be prohibited.

Anticle 101, Citizens and legal persons shall enjoy the right of rcputation. The personality of
citizens shall be protected by law, and the use of insults, libel or other means to damage the

reputation of citizens or legal persons shall be prohibited.

Anicle 102, Citizens and Icgal persons shall enjoy the right of honor. It shall prohibited to
unlawfully divest citizens and legal persons of their honorary titles.

Anticle 103. Citizens shall enjoy the right of marmriage by choice. Mercenary marriages. mamages
upon arbitrary decision by any third party and any other acts of interference in the freedom of

marriage shatl be prohibited.

Article 104. Marriage. the family, old people. mothers and children shall be protected by law.




The lawful rights and interests of the handicapped shall be protected by law.
Article 105. Women shall enjoy equal civil rights with men.

CHAPTER VI Civil Liability

Section 1 General Stipulations

Anticle 106. Citizens and legal persons who breach a contract or fail to fulfil other obligations
shall bear civil liability.

Citizens and legal persons who through their fault encroach upon state or collective propenty or
the property or person of other people shall bear civil liability.

Civil liability shall still be borne cven in the absence of fault. if the law so stipulates.

Article 107. Civil liability shall not be borne for failure to perform a contract or damage to a third
panty if it is caused by force majeurc, except as otherwise provided by law.

Article 108. Debits shall be clearcd. If a debtor is unable to repay his debt immediatcely. he may
repay by instalments with the consent of the creditor or a ruling by a people’s court. If a debtor is
capable of repaving his debt but refuses to do so. repayvment shall be compelled by the decision of
a people's court.

Article 109, If a person suffers damages from preventing or stopping encroachment on state or
collective property, or the property or person of a third party, the infringer shall bear responsibility
for compensation, and the beneficiary may also give appropriate compensation.

Article 110. Citizens or legal persons who bear civil liability shall also be held for administrative
responsibility if necessary. If the acts committed by citizens and lcgal persons constitute crimes.
criminal responsibility of their legal representatives shall be investigated in accordance with the

law.

Section I Civil Liability for Breach of Contract

Article 111. If a party fails to fulfil its contractual obligations or violates the terms of a contract
while fulfilling the obligations, the other panty shall have the night to demand fulfilment or the

taking of remedial measures and claim compensation for its losses.

Article 112, The party that breaches a contract shall be liable for compensation equal to the losses
conscquently suffered by the other party.

The parties may specify in a contract that if one party breaches the contract it shall pay the other



panty a ccrtain amount of breach of contract damages: they may also specify in the contract the
method of assessing the compensation for any losscs resulting from a breach of contract.

Article 113. If both partics breach the contract. cach party shall bear its respective civil liability.

Article 114. If onc panty is suffering losscs owing to the other pany’s breach of contract. it shall
take prompt mcasures to prevent the losses from increasing: if it does not promptly do so. it shall
not have the right to claim compensation for the additional losscs.

Article 115. A party’s right to claim compensation for losses shall not be affected by the altcration
or tenmination of a contract.

Article 116. If a party fails to fulfil its contractual obligations on account of a higher authority. it
shall first compensate for the losses of the other panty or take other remcdial mcasurcs as
contractually agreed and then the higher authority shall be responsible for sctling the losscs it
sustained.

Section 111 Civil Liability for Infringcment of Rights

Anticle 117. Anyone who encroaches on the property of the state. a collective or another person
shall return the property. failing that. he shall reimburse its estimated price.

Anvone who damages the propenty of the state, a collective or another person shall restore the
property to its original condition or reimburse its estimated price. If the victim suffers other great
losses therefrom, the infringer shall compensate for those losses as well.

Article 118. If the rights of authorship (copyrights). patent nights. rights to exclusive use of
trademarks, rights of discovery. rights of invention or rights for scicntific and technological

research achicvements of citizens or legal persons are infringed upon by such means as plagiarism,

alicration or imitation. they shall have the right to demand that the infringement be stopped. its itl
effects be climinated and the damages be compensated for.

Article 119. Anyone who infringes upon a citizen's person and causes him physical injury shall
pav his medical expenses and his loss in income duc to missed working time and shall pay him
living subsidies if he is disabled: if the victim dies, the infringer shall also pay the funcral
expenscs. the necessary living expenses of the deccased's dependents and other such expenses.

Anrticle 120. If a citizen's right of personal name. portrail. reputation or honor is infringed upon, he
shall have the right to demand that the infringement be stopped. his reputation be rehabilitated, the
ill ¢ffects be eliminated and an apology be made: he may also demand compensation for losscs.

The above paragraph shall also apply (o infringements upon a legal person's right of name.
reputation or honor.




Anicle 121 If a statc organ or its personnel. while executing its dutics. encroaches upon the
lawful rights and interests of a citizen or legal person and causes damage. it shall bear civil
liability.

Article 122. If a substandard product causes property damage or physical injury to others. the
manufacturer or scller shall bear civil liability according 1o law. If the transporicr or storckeeper is
responsible for the matter. the manufacturer or seller shall have the right to demand compensation
for its losses.

Article 123. If any person causcs damage to other people by engaging in operations that arc
greatly hazardous to the surroundings. such as operations conducted high aboveground. or those
involving high pressure. high voltage. combustibles. explosives, highly toxic or radioactive
substances or high-specd means of transport, he shall bear civil liability: however. if it can be
proven that the damage was deliberately caused by the victim, he shall not bear civil liability.

Article 124. Any person who pollutes the environment and causcs damage to others in violation of
state provisions for environmental protection and thc prevention of pollution shall bear civil
liability in accordance with the law.

Anticle 125. Any constructor who cngages in excavation, repairs or installation of underground
facilitics in a public place, on a roadside or in a passageway without setting up clear signs and
adopting safety measures and thereby causes damage to others shall bear civil liability.

Article 126. If a building or any other installation or an object placed or hung on a structure
collapses. detaches or drops down and causes damage 1o others, its owner or manager shall bear
civil liability. unless he can prove himself not at fault.

Article 127. If a domesticated animal causcs harm to any person, its keeper or manager shall bear
civil liability. If the harm occurs through the fault of the victim, the keeper or manager shall not
bear civil liability: if the harm occurs through the fault of a third party. the third panty shall bear
civil liability.

Anicle 128. A person who causcs harm in cxercising justifiable defense shall not bear civil
liability. If justifiable dcfcnse exceeds the limits of necessity and undue harm is caused. an
appropriate amount of civil liability shall be borne.

Article 129. If harm occurs through emergency actions taken to avoid danger. the person who gave
risc 10 the danger shall bear civil liability. If the danger arose from natural causcs, the person who
took the emergency actions may either be exempt from civil liability or bear civil liability to an
appropriate extent. If the emergency measurcs taken are improper or exceed the limits of necessity
and unduc harm is caused. the person who took the emergency action shall bear civil tiability to an
appropnatc extent.

Article 130. If two or more persons joinlly infringe upon another person's rights and causc him




damage. they shall bear joint liability. Anticle 131. If a vicum is also at fault for causing the
damage. the civil liability of the infringer may be reduced.

Article 132. If none of the parties is at fault in causing damage. they may share civil liability
according to the actual circumstances.

Article 133, If a person without or with limited capacity for civil conduct causes damage to others.
his guardian shall bear civil liability. If the guardian has done his duty of guardianship. his civil
liability may be appropniately reduced.

If a person who has propenty but is without or with limited capacity for civil conduct causes
damage 10 others. the expenses of compensation shall be paid from his property. Shortfalls in such
cxpenses shall be appropriately compensated for by the guardian unless the guardian is a unit.
Scction IV Methods of Bearing Civil Liability

Article 134. The main methods of bearing civil liability shall be:

(1) cessation of infringements;

(2) removal of obstacles:

(3) climination of dangers:

(4) return of property:

(5) restoration of original condition:

(6) repair, reworking or replacement.

(7) compensation for losses:

(8) payment of breach of contract damages:

(9) elimination of ill effects and rehabilitation of reputation: and

(10) extension of apology.

The above methods of bearing civil liability may be applied exclusively or concurrently.

When hearing civil cases. a people's court. in addition to applying the above stipulations, may
serve admonitions, order the offender to sign a pledge of repentance, and confiscate the property

used in carrving out illegal activitics and the illcgal income obtained therefrom. It may also
impose fincs or detcntions as stipulated by law:,

CS)




CHAPTER VIl Limitation of Action

Article 135. Except as otherwise stipulated by law. the limitation of action regarding applications
to people's court for protection of civil rights shall be two vears.

Article 136. The limitation of action shall be one vear in cases concerning the following:

(1) Claims for compensation for bodily injuries:
(2) Sales of substandard goods without proper notice to that cffect:

(3) Delays in paying rem or refusal 10 pay rent: or
(4) Loss of or damage 1o propeny left in the carc of another person.

Article 137. A limitation of action shall begin when the entitled person knows or should know that
his rights have been infringed upon. However. the people’s court shall not protect his nights if 20
vears have passed since the infringement. Under special circumstances. the people's coun may
extend the limitation of action.

Article 138, If a panty chooses to fulfil obligations voluntarily afier the limitation of action has
expired. he shall not be subject to the limitation.

Article 139. A limitation of action shall be suspended during the last six months of the limitation if
the plaintiff cannot exercise his right of claim because of force majeure or other obstacles. The
limitation shall resume on the day when the grounds for the suspension are eliminated.

Article 140. A limitation of action shall be discontinued if suit is brought or if one party makes a
claim for or agrees to fulfilment of obligations. A new limitation shall be counted from the time of
the discontinuance.

Article 141 If the law has other stipulations concerning limitation of action, those stipulations
shall apply.

CHAPTER VIII Application of Law in Civil Relations with Foreigners

Article 142. The application of law in civil rclations with foreigners shall be determined by the
provisions in this chapter.

If any interational treaty concluded or acceded to by the People’s Republic of China contains
provisions differing from those in the civil laws of the Pcople's Republic of China, the provisions
of the international trcaty shall apply. unless the provisions arc oncs on which the Peoplc's
Republic of China has announced reservations.




Intcrational practice may be applied to matters for which ncither the law of the People's Republic
of China nor any intcrnational treaty concluded or acceded to by the People's Republic of China
has any provisions.

Article 143. If a citizen of the Pcople’s Republic of China settles in a foreign country. the law of
that country may be applicable as regards his capacity for civil conduct.

Article 144. The ownership of immovable propenty shall be bound by the law of the place where it
is situated.

Article 145. The partics to a contract involving foreign interests may choose the law applicable to
scttlcment of their contractual disputes, except as otherwise stipulated by law.

If the partics to a contract involving foreign interests have not made a choice. the law of the
country to which the contract is most closely connected shall be applied.

Article 146. The law of the place where an infringing act is committed shall apply in handling
compensation claims for any damage caused by the act. If both partics arc citizens of the same
country or have cstablished domicile in another country. the law of their own country or the
country of domicile may be applied.

An act committed outside the People's Republic of China shall not be treated as an infringing act if
under the law of the People's Republic of China it is not considered an infringing act.

Article 147. The marriage of a citizen of the People’s Republic of China to a foreigner shall be
bound by the law of the place where they get married. while a divorce shall be bound by the law
of the place where a court accepts the case.

Article 148 Maintenance of a spouse after divorce shall be bound by the law of the country to
which the spousc is most closcly connected.

Article 149. In the statutory succession of an estate, movable propernty shall be bound by the law
of the deccdent's last place of residence. and immovable property shall be bound by the law of the
place where the property is situated.

Anticle 150, The application of foreign laws or international practice in accordance with the
provisions of this chapter shall not violate the public interest of the People's Republic of China.

CHAPTER IX Supplementary Provisions

Anicle 151, The pcople's congresses of the national autonomous areas may formulate scparate
adaptive or supplementary regulations or provisions in accordance with the principles of this Law
and in light of the characteristics of the local nationalitics. Those formulated by the people's
congresses of autonomous regions shall be submitted in accordance with the law to the Standing




Committce of the National People's Congress for approval or for the record. Those fonnulated by
the people's congresses of autonomous prefectures or autonomous counties shall be submitted to
the standing commitice of the people's congress in the relevant province or autonomous region for
approval.

Article 152. If an enterprise owned by the whole people has been established with the approval of
the competent authority of a province. autonomous region or ccnirally administered municipality
or at a higher level and it has already been registered with the administrative agency for industry
and commerce. before this Law comes into force. it shall automatically quality as a legal person
without having to re-register as such.

Anticle 153. For the purpose of this Law. "forcc majeurc” means unforesccable, unavoidable and
insurmountablic objective conditions.

Anicle 154, Time periods referred to in the Civil Law shall be calculated by the Gregorian
calendar in ycars, months. days and hours.

When a time period is prescribed in hours, calculation of the period shall begin on the prescnbed
hour. When a time pcriod is prescribed in days. months and years, the day on which the period

begins shall not be counted as within the period: calculation shall begin on the next day.

If the last day of a time period falls on a Sunday or an official holiday. the day after the holiday
shall be taken as the last day.

The last day shall cnd at 24: 00 hours. If business hours are applicable. the last day shall end at
closing time.

Anticle 155. In this Law, the terms "not less than,” "not more than.” "within" and "expires” shall
include the given figure: the terms "under” and "beyond” shall not include the given figure.

Article 156. This Law shall come into forcc on January 1. 1987.
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General Principles of the Civil Law of the People’s Republic of China

(Adopted at the Fourth Session of the Sixth National People's Congress, promulgated by
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CHAPTER I Basic Principles

Article 1. This Law is formulated in accordance with the Constitution and the actual situation in
our country, drawing upon our practical experience in civil activities. for the purpose of protecting
the lawful civil rights and interests of citizens and legal persons and comectly adjusting civil
relations, so as to mect the needs of the developing socialist modemization.

Article 2. The Civil Law of the People's Republic of China shall adjust property relationships and
personal relationships between civil subjects with cqual status. that is, between citizens, between
legal persons and between citizens and legal persons.

Anticle 3. Partics to a civil activity shall have equal status.

Article 4. In civil activities. the principles of voluntariness, faimess. making compensation for
cqual value. honesty and credibility shall be observed.

Anicle 5. The lawful civil rights and interests of citizens and legal persons shall be protected by
law: no organization or individual may infringe upon them.

Atticle 6. Civil activitics must be in compliance with the law; where there are no relevant
provisions in the law. they shall be in compliance with state policies.

Atticle 7. civil activities shall have respect for social ethics and shall not harm the public interest
or disrupt social cconornic order.

Article 8. The law of the People's Republic of China shall apply to civil activitics within the
Pcoplc’s Republic of China, except as othenwise stipulated by law.

The stipulations of this Law as regards citizens shall apply to forcigners and stateless persons
wilhin the Pcople’s Republic of China, cxcept as othenwise stipulated by law.

CHAPTER Il Citizen (Natural Person)

Scction I Capacity for Civil Rights and Capacity for Civil Conduct




Atticle 9. A citizen shall have the capacity for civil rights from birth to death and shall enjoy civil
rights and assume civil obligations in accordance with the law.

Article 10. All citizens are equal as regards their capacity for civil nghts.

Article 11. Acitizen aged 18 or over shall be an adult. He shall have full capacity for civil conduct.

may independently engage in civil activitics and shall be called a person with full capacity for
civil conduct.

A citizen who has rcached the age of 16 but not the age of 18 and whosc main source of income is
his own labor shall be regarded as a person with full capacity for civil conduct.

Anticle 12. A minor aged 10 or over shall be a person with limited capacity for civil conduct and
may engage in civil activities appropriate 1o his age and intellect: in other civil activities. he shall
be represented by his agent ad litem or participate with the consent of his agent ad litem.

A minor under the age of 10 shall be a person having no capacity for civil conduct and shall be
represented in civil activities by his agent ad litem.

Article 13. A mentally ill person who is unable to account for his own conduct shall be a person
having no capacity for civil conduct and shall be represented in civil activities by his agent ad
litemn,

A mentally ill person who is unable to fully account for his own conduct shall be a person with
limited capacity for civil conduct and may cngage in civil activitics appropratc to his mental
health: in other civil activitics. he shall be represented by his agent ad litem or participate with the

consent of his agent ad litem,

Article 14. The guardian of a person without or with limited capacity for civil conduct shall be his
agent ad litem.

Article 15. The domicile of a citizen shall be the place wherce his residence is regisicred: if his
habitual residence is not the same as his domicile. his habitual residence shall be regarded as his
domicile.

Section [l Guardianship

Anrticle 16. The parents of a minor shall be his guardians.

If the parents of a minor arc dead or lack the competence to be his guardian, a person from the

following catcgorics who has the competence to be a guardian shall act as his guardian:

(1) paternal or maternal grandparent:




(2) elder brother or sister: or

(3) any other closely connccted relative or friend willing to bear the responsibility of guardianship
and having approval from the units of the ninor's parcnts or from the neighborhood or village
committee in the place of the minor’s residence.

In case of a dispute over guardianship. the units of the minor's parents or the neighborhood or
village commitiee in the place of his residence shall appoint a guardian from among the minor's
near relatives. If disagreement over the appointment leads to a lawsuit. the people's count shalt
make a ruling.

If nonc of the persons listed in the first two paragraphs of this article is available to be the
guardian, the units of the minor's parents, the neighborhood or village committee in the place of
the minor's residence or the civil affairs department shall act as his guardian.

Article 17. A person from the following catcgories shall act as guardian for a mentally ill person
without or with limited capacity for civil conduct:

(1) spousc:
(2) parent.

(3) adult child:
(4) any other ncar relative:

(5) any other closcly connected relative or friend willing to bear the responsibility of guardianship
and having approval from the unit to which the menally ill person belongs or from the
ncighborhood or village comumittee in the place of his residence.

In casc of a dispute over guardianship, the unit to which the mentally ill person belongs or the
neighborhood or village committce in the place of his residence shall appoint a guardian from
among his near relatives. If disagrecment over the appointment lcads to a lawsuit, the people’s
court shall make a ruling.

If nonc of the persons listed in the first paragraph of this article is available to be the guardian, the
unit to which the mentally ill person belongs. the neighborhood or village commitice in the place
of his residence or the civil affairs department shall act as his guardian.

Article 18. A guardian shall fulfil his duty of guardianship and protect the person. property and
other lawful rights and interests of his ward. A guardian shall not handle the propenty of his ward

unless it is in the ward's interests.

A guardians's rights to fulfil his guardianship in accordancc with the law shall be protected by law.




If a guardian does not fulfil his dutics as guardian or infringes upon the lawful rights and interests
of his ward. he shall be held responsible: if a guardian causcs any property loss for his ward. he
shall compensate for such loss. The people’s coun may disqualify a guardian bascd on the
application of a concerned panty or unit.

Article 19. A person who shares interests with a mental patient may apply to a people's court for a
declaration that the mental patient is a person without or with limited capacity for civil conduct.

With the recovery of the health of a person who has been declared by a people's count to be
without or with limited capacity for civil conduct. and upon his own application or that of an
interested person. the people’s court may declare him (o be a person with limited or full capacity
for civil conduct.

Scction [l Declarations of Missing Persons and Death

Article 20. If a citizen's whereabouts have been unknown for two vears. an interested person may
apply 1o a pcople's count for a declaration of the citizen as missing.

If a person's whereabouts become unknown during a war, the calculation of the time period in
which his whereabouts are unknown shall begin on the final day of the war.

Article 21. A missing person's property shatl be placed in the custody of his spousc. parents. adult
children or other closely connected relatives or friends. In case of a disputc over cuslody. if the
persons stipulated above are unavailable or arc incapable of taking such custody. the property shall
be placed in the custody of a person appointed by the people’s court.

Any taxes, debts and other unpaid expenses owed by a missing person shall defrayed by the
custodian out of the nussing person's propenty.

Article 22. In the event that a person who has been declared missing reappears or his whereabouts
are ascenained. the people’s court shall. upon his own application or that of an interested person.
revoke the declaration of his missing-person status.

Article 23. Under cither of the following circumstances. an inicrested person may apply (o the
people’s court for a declaration of a citizen's death:

(1) if the citizen's whercabouts have been unknown for four vears or
(2) if the citizen's whereabouts have been unknown for two vears after the date of an accident in
which he was involved.

If a person's whereabouls become unknown during a war. the calculation of the time peniod in
which his whereabouts are unknown shall begin on the final day of the war.




Article 24. In the event that a person who has been declared dead reappears or it is ascertained that
he is alive. the people’s court shall. upon his own application or that of an interested person.
revoke the declaration of his death.

Any civil juristic acts performed by a person with capacity for civil conduct during the period in
which he has been declarcd dead shall be valid.

Article 25. A person shall have the right (o request the return of his propenty, if the declaration of
his death has been revoked. Any citizen or organization that has obtained such property in
accordance with the Inheritance Law shall return the original items or makc appropriale
compensation if the orginal itlems no longer exist. Section IV Individual Busincsses and
Lease-hotding Farm Houscholds

Anticle 26. "Individual busincsses” refers to businesses run by individual citizens who have been
lawfully registcred and approved to engage in industrial or commercial operation within the
sphere permitted by law. An individua) business may adopt a shop name.

Anticle 27 "Lease-holding farm houscholds” refers to members of a rural collective economic
organization who engage in commodity production under a contract and within the spheres
permiticd by law.

Anticle 28 The legitimate rights and interests of individual businesses and lease-holding farm
houscholds shall be protected by law.

Article 29. The debis of an individual business or a lease-holding farm houschold shall be secured
with the individual's property if the business is operated by an individual and with the family's
propenrty if the busincss is operated by a family. Section V Individual Partnership

Anticle 30 "Individual pannership” refers o two or more citizens associated in a business and
working together. with cach providing funds, matcrial objects, techniques and so on according to
an agreement.

Article 31. Partners shall make a written agreement covering the funds cach is to provide, the
distribution of profits. the responsibility for debts, the entering into and withdrawal from

partnership. the ending of parinership and other such matiers.

Article 32. The property provided by the partrers shall be under their unified managemem and
usc.

The propenty accumulated in a partnership operation shall belong to all the partners.

Anicle 33. An individual partnership may adopt a shop name: it shall be approved and registcred
in accordance with the law and conduct business operations within the range as approved and




registered,

Article 34. The operational activitics of an individual partnership shall be decided jointly by the
partners. who cach shall have the right to carry out and supervise those activities.

The partners may clect a responsible person. All pantners shall bear civil liability for the
operational activitics of the responsible person and other personnel.

Atticle 35. A partnership’s debts shall be secured with the partners' property in proportion (o their
respective contributions to the investment or according to the agreement made.

Partners shall underiake joint liability for their partnership's debts. except as otherwise stipulated
by law. Any partner who overpays his share of the partnership’s debts shall have the right to claim
compensation from the other partners.

CHAPTER 1] Legal Persons

Scction 1 General Stipulations

Anticle 36. A legal person shall be an organization that has capacity for civil rights and capacity
for civil conduct and independently enjoys civil rights and assumes civil obligations in accordance

with the law.

A legal person's capacity for civil rights and capacity for civil conduct shall begin when the legal
person is established and shall end when the legal person terminatcs.

Anicle 37. A legal person shall have the following qualifications:

(1) establishment in accordance with the law:

(2) possession of the necessary property or funds:

(3) possession of ils own name. organization and premiscs. and

(4) ability 10 independently bear civil liability.

Anticle 38. In accordance with the law or the anicles of association of the legal person. the
responsible person who acts on behalf of the legal person in exercising its functions and powers

shall be its legal representative.

Article 39. A legal person’s domicile shall be the place where its main administrative office is
located.

Anticle 40. When a legal person terminatcs. it shall go into liquidation in accordance with the law




and discontinue all other activities.
Section 11 Enterprisc as Legal Person

Article 41. An cnierprise owned by the whole people or under collective ownership shall be
qualificd as a legal person when it has sufficient funds as stipulated by the state: has articles of
association, an organization and premises; has the ability to independently bear civil liability: and
has been approved and registered by the competent authority. :

A Chinese-foreign equity  joint  venture, Chincse-foreign contractual joint  venture  or
forcign-capital cnterprise established within the People's Republic of China shall be qualified as a
tegal person in China if it has the qualifications of a legal person and has been approved and
registered by the administrative agency for industry and commerce in accordance with the law.

Anticle 42. An enterprisc as legal person shall conduct operations within the range approved and
registercd.

Article 43. An enterprise as legal person shall bear civil liability for the operational activitics of its
legal represcntatives and other personnel.

Anticle 44, If an cnterprise as legal person is divided or merged or undergoes any other important
change. it shall register the change with the registration authority and publicly announce it.

When an cnicrprise as legal person is divided or merged, its rights and obligations shall be
enjoycd and assumed by the new legal person that results from the change.

Article 45. An enterprise as legal person shall terminate for any of the following reasons:
(1) if it is dissolved by law:

(2) if it is disbanded:

(3) if it is declared bankrupt in accordance with the law: or

(4) for other reasons.

Anrticle 46. When an cnterprise as legal person terminates, it shall cancel its registration with the
registration authority and publicly announce the termination.

Anticle 47. When an enterprise as legal person is disbanded. it shall establish a liquidation
organization and go into liquidation. When an enterprise as legal person is dissolved or is declared
bankrupt. the competent authority or a people’s court shall organize the organs and personncl
concerned to establish a liquidation organization 1o liquidate the enterprise.

o)




Anticle 48. An cnterprise owned by the whole people. as legal person, shall bear civil liability with
the propenty that the state authorizes it to manage. An enterprise under collective ownership. as
legal person. shall bear civil liability with the propenty it owns. A Chincse-foreign cquity joint
venture. Chinese-foreign contractual joint venture or forcign<apital enterprise as legal person
shall bear civil liability with the property it owns, except as stipulated othenwise by law.

Article 49. Under anyv of the following circumstances. an enterprise as legal person shall bear
liability. its legal representative may additionally be given administrative sanctions and fined and.
if the offence constitutes a crime, criminal responsibility shall be investigated in accordance with
the law:

(1) conducting illegal operations bevond the range approved and registered by the registration
authority:
(2) concealing facts from the registration and tax authorities and practicing fraud:

(3) secretly withdrawing funds or hiding property to evade repayment of debts:

(4) disposing of property without authonization after the enterprise is dissolved, disbanded or
declared bankrupt:

(5) failing to apply for registration and make a public announcement promptly when the enterprise
undergocs a change or terminates, thus causing interested persons to suffer heavy losses:

(6) Engaging in other activitics prohibited by law. damaging the intcrests of the state or the public
interest.

Section i1l Official Organ. Institution and Social Organization as Legal Person
Article 50. An independently funded official organ shall be qualificd as a legal person on the day it
is established.

If according to law an institution or social organization having the qualifications of a Icgal person
needs not go through the procedures for registering as a legal person, it shall be qualified as a legal
person on the day it is established: if according to law it docs need to go through the registration
procedures. it shall be qualified as a legal person aficr being approved and registered.

Section IV Economic Association

Atticle S1. If a new cconomic entity is formed by enterpriscs or an cnterprise and an institution
that engage in economic association and it independently bears civil liability and has the
qualifications of a legal person. the new entity shall be qualified as a legal person after being

approved and registered by the competent authority.

Article 52. If the enterprises or an cnterprisc and an institution that engage in cconomic




association conduct joint operation but do not have the qualifications of a legal person. cach party
to the association shall, in proportion to its respective contribution to the investment or according
to the agreement made. bear civil liability with the property cach party owns or manages. If joint
liability is specificd by law or by agreement. the panies shall assume joint liability.

Atticle 53. If the contract for cconomic association of cnicrprises of an enterprisc and an
institution specifies that cach party shall conduct operations independently. it shall stipulate the
rights and obligations of cach party. and cach party shall bear civil liability scparately.

CHAPTER IV Civil Juristic Acts and Agency

Section I Civil Juristic Acts

Article 54. A civil juristic act shall be the lawful act of a citizen or legal person to establish,
change or terminate civil rights and obligations.

Anrticle 55. A civil juristic act shall meet the following requiremenis:

(1) the actor has relevant capacity for civil conduct.

(2) the intention expressed is genuine: and

(3) the act docs not violate the law or the public intercst.

Article 56. A civil juristic act may be in written. oral or other form. If the law stipulates that a
panticular form be adopted. such stipulation shall be observed.

Anticle 57. A civil juristic act shall be legally binding once it is instituted. The actor shall not alter
or rescind his act except in accordance with the law or with the other party’s consent.

Anticle $8. Civil acts in the following categories shall be null and void:

(1) those performed by a person without capacity for civil conduct;

(2) those that according to law may not be independently performed by a person with limited
capacity for civil conduct;

(3) those performed by a person against his truc intentions as a result of cheating. coercion or
exploitation of his unfavorable position by the other party.

(4) thosc that performed through malicious collusion are detrimenial to the interest of the state. a
collective or a third party;

(5) those that violate the law or the public interest: and
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(6) thosc that performed under the guise of legitinate acts conceal illegitimate purposes.

Civil acts that are null and void shall not be legally binding from the very beginning.

Article 59. A party shall have the right to request a people's court or an arbitration agency to alter
or rescind the following civil acts:

(1) those performed by an actor who scriously misunderstood the contents of the acts:

(2) thosc that arc obviously unfair.

Rescinded civil acts shall be null and void from the very beginning.

Article 60. If part of a civil act is null and void. it shall not affect the validity of other parts.

Article 61. After a civil act has been determined 1o be null and void or has been rescinded. the
party who acquired propenty as a result of the act shall retum it to the party who suffered a loss.
The crring party shall compensate the other party for the losscs it suffered as a result of the act: if
both sides are in error. they shall cach bear their proper share of the responsibility.

If the two sides have conspired maliciously and perfonned a civil act that is detrimental to the
interests of the state. a collective or a third party. the property that they thus obtained shall be

recovered and turned over to the state or the collective, or returned (o the third party.

Article 62. A civil junistic act may have conditions attached to it. Conditional civil juristic acts
shall take cffect when the relevant conditions are met. Section IT Agency

Anticle 63. Citizens and legal persons may perform civil juristic acts through agents.

An agent shall perform civil juristic acts in the principal's name within the scope of the power of
agency. The principal shall bear civil fiability for the agent's acts of agency.

Civil juristic acts that should be performed by the principal himself. pursuant to legal provisions or
the agreement between the two parties, shall not be entrusted to an agent.

Article 64. Agency shall include entrusted agency, statutory agency and appointed agency.
An entrusted agent shall exercise the power of agency as cntrusted by the principal: a statutory
agent shall exercise the power of agency as prescribed by law: and an appointed agent shall

excreise the power of agency as designated by a people's court or the appointing unit.

Article 65. A civil juristic act may be entrusted to an agent in writing or orally. If legal provisions
require the entrustinent to be writien, it shall be cffected in writing.




Where the entrustment of agency is in writing, the power of attorney shall clearly state the agent's
name. the entrusted tasks and the scope and duration of the power of agency. and it shall be signed
or scaled by the principal.

If the power of attormney is not clear as (o the authority conferred. the principal shall bear civil
liability towards the third party. and the agent shall be held jointly liable.

Article 66. The principal shall bear civil liability for an act performed by an actor with no power
of agency. beyond the scope of his power of agency or after his power of agency has expired. only
if he recognizes the act retroactively. If the act is not so recognized, the performer shall bear civil
liability for it. if a principal is aware that a civil act is being exccuted in his name but fails to
repudiate it. his consent shall be deemed to have been given.

An agent shall bear civil liability if he fails to perform his dutics and thus causes damage to the
principal.

If an agent and a third party in collusion harm the principal's intcrests. the agent and the third pany
shall be held jointly liable.

If a third party is awarc that an actor has no power of agency. is overstepping his power of agency,
or his power of agency has cxpired and yet joins him in a civil act and thus brings damage to other
people. the third party and the actor shall be held jointly liable.

Article 67. If an agent is aware that the matters entrusted are illegal but still carrics them out. or if
a principal is aware that his agent's acts arc illegal but fails to object to them, the principal and the
agent shall be held jointly liable.

Article 68. If in the principal's interests an cntrusted agent needs to transfer the agency to another
person, he shall first obtain the principal's consent. If the principal's consent is not obtained in

advance. the matter shall be reported to him promptly after the transfer, and if the principal objects,

the agent shall bear civil liability for the acts of the transferce: however, an entrusted agency
transferred in emergency circumstances in order to safeguard the principal's interests shall be
excepled.

Anticle 69. An cntrusted agency shall end under any of the following circumstances:

(1) when the period of agency expires or when the tasks cntrusted are completed:

(2) when the principal rescinds the entrustment or the agent declines the entrustment:

(3) when the agent dics;

(4) when the principal loses his capacity for civil conduct; or



(5) when the principal or the agent ccascs to be a legal person.

Article 70. A statutory or appointed agency shall end under any of the following circumstances:
(1) When the principal gains or recovers capacity for civil conduct:

(2) When the principal or the agent dics:

(3) When the agent loses capacity for civil conduct:

(4) When the people’s court or the unit that appointed the agent rescinds the appointment; or
(5) When the guardian relationship between the principal and the agent ends for other reasons.
CHAPTER V Civil Rights

Section I Property Ownership and Related Property Rights

Atticle 71. "Property ownership” means the owner's rights to lawfully posscss. utilize, profit from
and disposc of his property.

Atticlc 72. Property ownership shall not be obtained in violation of the law.

Unless the law stipulates otherwisc or the partics concerned have agreed on other arrangements,
the ownership of property obtained by contract or by other lawful means shall be transferred
simultancously with thc propenty itsclf.

Anticle 73. State property shall be owned by the wholc people.

State property is sacred and inviolable, and no organization or individual shall be allowed to scize,
encroach upon. privately divide. retain or destroy it.

Article 74. Property of collective organizations of the working masses shall be owned collectively
by the working masses. This shall include:

(1) Land, forests, mountains. grasslands, unreclaimed land. beaches and other arcas that arc
stipulated by law to be under collective ownership;
(2) Property of collective economic organizations;

(3) Collectively owned buildings, rescrvoirs. farm irmigation facilities and educational. scientific.
cultural, health, sports and other facilitics: and




(4) Other propenty that is collectively owned.

Collectively owned land shall be owned collectively by the village peasants in accordance with the
law and shall be worked and managed by village agricultural production coopcratives, other
collective agricuttural cconomic organizations or villager committees. Land already under the
ownership of the township (town) peasants' collective cconomic organizations may be collectively
owned by the peasants of the township (town).

Collcctively owned property shall be protected by law, and no organization or individual may
scize. encroach upon. privately divide, destroy or illegally scal up, distrain, freeze or confiscate it.

Atticle 75. A citizen's personal property shall include his lawfully camed income. housing, savings.

articles for daily use, objects d'art. books, refercnce matenals. trees. livestock. as well as means of
production the law permits a citizen to possess and other lawful property.

A citizen's lawful property shall bc protected by law. and no organization or individual may
appropriate. encroach upon. destroy or illegally seal up, distrain, frcezc or confiscate it.

Article 76. Citizens shall have the right of inheritance under the law.

Article 77. The lawful property of social organziations. including religious organizations. shall be
protected by law.

Article 78. Property may be owned jointly by two or more citizens or legal persons.

There shall be two kinds of joint ownership. namecly co-owncrship by sharcs and common
ownership. Each of the co-owncrs by shares shall enjoy the rights and assume the obligations
respecting the joint property in proportion to his share. Each of the common owners shall enjoy
the rights and assume the obligations respecting the joint property.

Each co-owner by shares shall have the right to withdraw his own sharc of the joint property or
transfer its ownership. However. when he offers to scll his sharc. the other co-owners shall have a
right of pre<mption if all other conditions are equal.

Anticle 79. If the owner of a buricd or concealed object is unknown, the objcct shall belong to the
state. The unit that receives the object shall commend or give a material reward to the unit or
individual that tumns in the object.

Lost-and-found objects. flotsam and siray animals shall be retumned to their righiful owners, and
any costs thus incurred shall be reimbursed by the owners.

Articlc 80. Statc-owned land may be used according to law by units under ownership by the whole
people: it may also be lawfully assigned for usc by units under collective ownership. The state
shall protect the usufruct of the land. and the usufructuary shall be obligated to manage. protect




and properly use the land

The right of citizens and collectives to contract for management of tand under collective
ownership or of statc-owned land under collective use shall be protected by taw. The rights and
obligations of the two contracting panies shall be stipulated in the contract signed in accordance
with the law.

Land may not be sold. lcascd. mongaged or illegally transferred by any other mcans.

Aticle 81. Statc-owned forests, mountains. grasslands, unreclaimed land, beaches. water surfaces
and other natural resources may be uscd according to law by units under ownership by the whole
people. or they may also be lawfully assigned for use by unit under collective ownership. The
state shall protect the usufruct of those resources, and the usufructuary shall be obliged to manage,
protect and properly usc them.

State-owned mineral resources may be mined according to law by units under ownership by the
whole people and units under collective ownership; citizens may also lawfully minc such
resources. The state shall protect lawful mining rights.

The right of citizens and collectives to lawfully contract for the management of forests. mountains.
grasslands. unreclaimed land, beaches and water surfaces that arc owned by collectives or owned
by the state but used by collectives shall be protected by law. The rights and obligations of the two
contracting parties shall be stipulated in the contract in accordance with the law.

Statc-owned minerml rcsources and waters as wcll as forest land. mountains. grasslands.
unreclaimed land and beaches owned by the state and those that are lawfully owned by collective
may not be sold. leascd. mortgaged or illegally transferred by any other means

Anticle 82. Enterpriscs under ownership by the whole people shall lawfully cnjoy the rights of
management over property that the state has authorized them to manage and operatc. and the
rights shall be protected by law.

Article 83 In the spirit of helping production. making things convenicnt for people’s lives,
enhancing unity and mutual assistance. and being fair and reasonable, neighboring users of real
cstatc shall maintain proper ncighborly relations over such matters as watcr supply. drainage,
passageway. ventilation and lighting. Anvonc who causcs obstruction or damage to his ncighbor.
shall stop the infringement, eliminate the obstruction and compensate for the damage.

Section II Creditors' Rights

Article 84. A debt represcnts a special relationship of rights and obligations established between
the partics concerned. cither according to the agreed terms of a contract or legal provisions. The
party entitled to the rights shall be the creditor. and the party assuming the obligations shall be the
debtor.




The creditor shal) have the right to demand that the debitor fulfil his obligations as specificd by the
contract or according to legal provisions. Anticle 85. A contract shall be an agreement whereby the
parties establish. change or terminate their civil relationship. Lawfully established contracts shall
be protected by law.

Atticle 86. When there arce two or more creditors to a deal. cach creditor shall be entitled to rights
in proportion 10 his proper share of the credit. When there are two or more debtors to a deal. cach
debior shall assume obligations in proportion to his proper share of the debt.

Article 87. When there are two or more creditors or debtors to a deal. each of the joint creditors
shall be cniitled to demand that the debtor fulfil his obligations, in accordance with legal
provisions or the agreement between the parties: each of the joint debtors shall be obliged to
perform the entire debt. and the debtor who performs the entire debt shall be entitled to ask the
other joint debtors to rcimburse him for their shares of the debt.

Article 88. The partics to a contract shall fully fulfil their obligations pursuant to the terms of the
contract.

If a contract contains ambiguous terms regarding quality. time limit for performance. place of
performance. or price. and the intended meaning cannot be determined from the context of
relevant terms in the contract. and if the parties cannot reach an agreement through consultation.
the provisions below shall apply:

(1) if quality requirements are unclear, state quality standards shall apply; if there are no state
quality standards, gencrally held standards shall apply.

(2) if the time limit for performance is unclear, the debtor may at his convenicnce fulfil his
obligations towards the creditor. the creditor may also demand at any time that the debtor perform
his obligations. but sufficient notice shall be given to the debtor.

(3) if the place of performance is unclear. and the payment is money, the performance shall be
effected at the seat or place of residence of the panty receiving the payment: if the payment is other
than money. the performance shall be effected at the seat or place of residence of the party
fulfilling the obligations.

(4) if the price agreed by the partics is unclear, the state-fixed price shall apply. If there is no
state-fixed price. the price shall be based on marketl price or the price of a similar article or

remuncration for a similar service.

If the contract docs not contain an agreed tenm regarding rights to patent application. any party
who has completed an invention-creation shall have the right to apply for a patent.

If the contract docs not contain an agreed term regarding rights to the usc of scicntific and




technological research achicvements. the partics shall all have the right to usc such achievements.

Atticle 89. In accordance with legal provisions the agreement between the parties on the
performance of a debt may be guaranteed using the methods below:

(1) A guarantor may guarantee to the creditor that the debtor shall perform his debt. If the debtor
defaults. the guarantor shall perform the debt or bear joint liability according to agrecment. After
performing the debt. the guarantor shall have the right to claim repayment from the debtor.
(2) The debtor or a third party may offer a specific property as a pledge. If the debtor defaults. the
creditor shall be entitled to keep the pledge to offsct the debt or have priority in satisfying his
claim out of the proceeds from the salc of the pledge pursuant to relevant legal provisions.

(3) Within the limits of relevant legal provisions, a party may leave a deposit with the other panty.
After the debtor has discharged his debt. the deposit shall cither be retained as partial payment of
the debt or be retumned. If the party who Icaves the deposit defaults, he shall not be cntitled to
demand the return of the deposit: if the party who accepts the deposit defaults. he shall repay the
deposit in double.

(4) If a party has posscssion of the other party's property according to contract and the other party
violates the contract by failing to pay a required sum of moncy within the specificd time limit, the
posscssor shall have a lien on the property and may keep the retained property to offset the debt or
have priority in satisfying his claim out of the proceeds from the sale of the property pursuant to
relevant legal provisions.

Article 90. Legitimate loan relationships shall be protected by law.

Anticle 91. If a panty to a contract transfers all or part of his contractual rights or obligations to a
third party. he shall obtain the other party’s consent and may not seek profits therefrom. Contracts
which according to legal provisions are subject 10 state approval, such as transfers. must be
approved by the authority that originally approved the contract. unless the law or the original
contract stipulates otherwise.

Article 92. If profits arc acquircd improperly and without a lawful basis. resulting in another
person’s loss, the illegal profits shall be returned to the person who suffered the loss.

Article 93. If a person acls as manager or provides scrvices in order to protect another person’s
intcrests when he is not legally or contractually obligated 1o do so. he shall be entitled to claim
from the beneficiary the expenses necessary for such assistance.

Scction 11T Intcllcctual Property Rights

Article 94. Citizens and legal persons shall enjoy rights of authorship (copyrights) and shall be
cntitled to sign their names as authors, issuc and publish their works and obtain remuncration in




accordance with the law.

Article 95. The patent rights lawfully obtained by citizens and legal persons shall be protected by

law.

Article 96. The rights to exclusive use of trademarks obtained by legal persons. individual
busincsses and individual partnerships shall be protected by law.

Anticle 97. Citizens who nuike discoveries shall be entitled to the rights of discovery. A discovercr
shall have the right to apply for and reccive certificates of discovery. bonuses or other awards.

Citizens who make inventions or other achicvements in scientific and technological research shall
have the right to apply for and reccive centificates of honor. bonuses or other awards.

Section IV Personal Rights

Article 98. Citizens shall enjoy the rights of life and health.

Anrticle 99. Citizens shall enjoy the right of personal name and shall be cntitled to determine. use
or changc their personal names in accordance with relevant provisions. Interference with.
usurpation of and falsc represcntation of personal names shall be prohibited.

Legal persons. individual businesses and individual partnerships shall enjoy the right of name.
Entcrprises as legal persons, individual businesses and individual partnerships shall have the right
to usc and lawfully assign their own names.

Article 100. Citizens shall enjoy the right of portrait.

The use of a citizen's portrait for profit without his consent shall be prohibited.

Article 101. Citizens and legal persons shall enjoy the right of reputation. The personality of
citizens shall be protected by law. and the use of insults, libel or other means to damage the

reputation of citizens or legal persons shall be prohibited.

Article 102. Citizens and legal persons shall enjoy the right of honor. It shall prohibited to
unlawfully divest citizens and Icgal persons of their honorary titles.

Article 103. Citizens shall enjoy the right of marriage by choice. Mercenary mamiages, marriages
upon arbitrary decision by any third party and any other acts of interference in the freedom of
marriage shall be prohibited.

Anrticle 104, Marriage. the family, old people. mothers and children shall be protected by law.

The lawful rights and interests of the handicapped shall be protccted by law.




Article 105. Women shall enjoy equal civil nghts with men.
CHAPTER VI Civil Liability
Section 1 General Stipulations

Aticle 106. Citizens and legal persons who breach a contract or fail to fulfil other obligations
shall bear civil liability.

Citizens and Icgal persons who through their fault encroach upon state or collective property or
the propeny or person of other people shall bear civil liability.

Civil liability shall still be borne even in the absence of fault. if the law so stipulates.

Atticle 107. Civil liability shall not be bome for failure to perform a contract or damage to a third
party if it is caused by forcc majcure. except as otherwise provided by law.

Anticle 108. Debts shall be cleared. If a debtor is unable to repay his debt immediately, he may
repay by instalments with the consent of the creditor or a ruling by a peoplc's coun. If a debtor is
capable of rcpaying his debt but refuses to do so. repayment shall be compelled by the decision of
a people's coun.

Atticle 109. If a person suffers damages from preventing or stopping crcroachunent on state or
collcctive property. or the property or person of a third party, the infringer shall bear responsibility
for compensation, and the beneficiary may also give appropriate compensation.

Article 110. Citizens or legal persons who bear civil liability shall also be held for administrative
responsibility if necessary. If the acts committed by citizens and legal persons constitute crimes,
criminal responsibility of their legal representatives shall be investigated in accordance with the

law.
Section 11 Civil Liability for Breach of Contract

Atticle 111.If a party fails to fulfil its contractual obligations or violates the terms of a contract
while fulfilling the obligations. the other party shall have the right to demand fulfilment or the
taking of remedial measures and claim compensation for its losscs.

Article 112. The pany that breaches a contract shall be liable for compensation cqual to the losses
conscquently suffered by the other panty.

The partics may specify in a contract that if one party breaches the contract it shall pay the other
party a certain amount of breach of contract damages: they may also specify in the contract the
method of assessing the compensation for any losscs resulling from a breach of contract.




Anticle 113, If both partics breach the contract, cach party shall bear its respective civil liability.

Article 114, If one party is suffering losses owing to the other party’s breach of contract. it shall
take prompt measures to prevent the losscs from increasing: if it does not promptly do so. it shall
not have the right to claim compensation for the additional losses.

Anticle 115. A pany’s right to claim compensation for losses shall not be affected by the alieration
or termination of a contract.

Anticle 116. If a party fails to fulfil its contractual obligations on account of a higher authonity. it
shall first compensate for the losses of the other party or take other remedial measures as
contractually agreed and then the higher authority shall be responsible for sctiling the losscs it
sustained.

Scction I1I Civil Liability for Infringcment of Rights

Article 117. Anyone who encroaches on the property of the state, a collective or another person
shall retumn the property: failing that, he shall reimbursc its estimated price.

Anvonc who damages the property of the state. a collective or another person shall restore the
propenty to its original condition or reimburse its estimated price. If the victim suffers other great
losses therefrom, the infringer shall compensate for those losscs as well.

Article 118. If the rights of authorship (copyrights). patent rights. rights to exclusive usc of
trademarks, rights of discovery, rights of invention or rights for scicntific and tcchnological
research achicvements of citizens or legal persons are infringed upon by such means as plagiarism.
alteration or imitation, they shall have the right to demand that the infringement be stopped. its ill
cffects be climinated and the damages be compensated for.

Article 119. Anyone who infringes upon a citizen's person and causes him physical injury shall
pay his mcdical expenses and his loss in income duc to misscd working time and shall pay him
living subsidies if he is disabled: if the victim dies. the infringer shall also pay the funcral
expenses. the necessary living expenses of the deceased's dependents and other such expenses.

Anticle 120, If a citizen's right of personal name, portrait. reputation or honor is infringed upon. he
shall have the right to demand that the infringement be stopped. his reputation be rehabilitated. the
ill effects be eliminated and an apology be made. he may also demand compensation for losscs.

The above paragraph shall also apply to infringcments upon a legal person's right of name.
reputation or honor.

Article 121. If a statc organ or its personnel. while exccuting its duties, encroaches upon the
lawful rights and interests of a citizen or legal person and causes damage. it shall bear civil




liability.

Anrticle 122. If a substandard product causcs property damage or physical injury to others, the
manufacturcr or scller shall bear civil liability according to law. If the transporter or storckeeper is
responsible for the matter. the manufacturer or seller shall have the right to demand compensation
for its losses.

Article 123. If any person causcs damage to other people by engaging in opcrations that arc
greatly hazardous 1o the surroundings. such as operations conducted high aboveground. or those
involving high pressure. high voltage. combustibles. explosives. highly toxic or radioactive
substances or high-speed means of transpon. he shall bear civil liability. however. if it can be
proven that the damage was deliberately caused by the victim, he shall not bear civil liability.

Articlc 124, Anv person who pollutes the environment and causes damage to others in violation of
stale provisions for environmental protcction and the prevention of pollution shall bear civil
liability in accordance with the law

Article 125. Any constructor who engagcs in excavation, repairs or installation of underground
facilities in a public place. on a roadside or in a passageway without setling up clear signs and
adopting safety measures and thereby causes damage to others shall bear civil liability.

Anticle 126. If a building or any other installation or an object placed or hung on a structure
collapses. detaches or drops down and causes damage (o others, its owncr or manager shall bear
civil liability. unless he can prove himself not at fault

Anticle 127, 1f a domesticated animal causes harm to any person. its keeper or manager shall bear
civil liability. If the harm occurs through the fault of the victim, the keeper or manager shall not
bear civil liability: if the harm occurs through the fault of a third party. the third party shall bear
civil liability.

Anticlc 128. A person who causes harm in exercising justifiable defense shall not bear civil
liability. If justifiable defense exceeds the limits of necessity and undue harm is causcd, an
appropniatc amount of civil liability shall be borne.

Article 129, If harm occurs through emergency actions taken to avoid danger. the person who gave
rise to the danger shall bear civil liability. If the danger arose from natural causcs. the person who
took the emergency actions may cither be exempt from civil liability or bear civil liability to an
appropriate extent. If the emergency measures taken arc improper or exceed the limits of necessity
and undue harm is causcd. the person who took the emergency action shall bear civil liability to an
appropriatc extent.

Anticle 130. If two or more persons jointly infringe upon another person's rights and cause him
damage. they shall bear joint liability. Article 131. If a victim is also at fault for causing the
damage, the civil liability of the infringer may be reduced.
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Atticle 132. If none of the partics is at faull in causing damage. they may sharc civil liability
according to the actual circumstances.

Article 133. If a person without or with limited capacity for civil conduct causes damage to others.
his guardian shall bear civil liability. If the guardian has done his duty of guardianship. his civil
liability may bec appropriately reduced.

If a person who has property but is without or with limited capacity for civil conduct causes
damage to others, the cxpenses of compensation shall be paid from his property. Shortfalls in such
cxpenses shall be appropriately compensated for by the guardian unlcss the guardian is a unit.
Scction IV Methods of Bearing Civil Liability

Anticle 134, The main methods of bearing civil liability shall be:

(1) cessation of infringements:

(2) rcmoval of obstacles:

(3) climination of dangers;

(4) return of propenty:

(5) restoration of original condition:

(6) repair. reworking or replacement;

(7) compensation for losscs:

(8) pavment of breach of contract damages:

(9) climination of ill effects and rehabilitation of reputation: and

(10) extension of apology.

The above methods of bearing civil liability may be applicd exclusively or concurrently.

When hearing civil cases, a peoplc's court, in addition to applying the above stipulations, may
serve admonitions. order the offender (o sign a pledge of repentance, and confiscate the property
used in carrying out illegal activities and the illegal income obtained therefrom. It may also

impose fines or detentions as stipulated by law.

CHAPTER VII Limitation of Action
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Anticle 135. Except as otherwise stipulated by law. the limitation of action regarding applications
1o people’s court for protection of civil rights shall be two years.

Anticle 136. The limitation of action shall be onc vear in cases concerning the following:

(1) Claims for compensation for bodily injurics:
(2) Sales of substandard goods without proper notice to that effect:

(3) Delays in paying rent or refusal to pay rent: or
(4) Loss of or damage to property left in the carc of another person.

Article 137. A limitation of action shall begin when the entitled person knows or should know that
his nghts have been infringed upon. However. the people’s count shall not protect his nights if 20
vears have passed since the infringement. Under special circumstances, the people's court may
extend the limitation of action.

Anticle 138, If a party chooscs to fulfil obligations voluntarily after the limitation of action has
expired. he shall not be subject to the limitation.

Anrticle 139. A limitation of action shall be suspended during the last six months of the limitation if
the plaintiff cannot exercise his right of claim because of force majeure or other obstacles. The
limitation shall resume on the day when the grounds for the suspension arc eliminated.

Article 140. A limitation of action shall be discontinued if suit is brought or if one party makes a
claim for or agrees to fulfilment of obligations. A ncw limitation shall be counted from the time of
the discontinuance.

Article 141, If the law has other stipulations concerning limitation of action. those stipulations
shall apply.

CHAPTER VIII Application of Law in Civil Relations with Forcigners

Article 142. The application of law in civil relations with forcigners shall be determined by the
provisions in this chapter.

If any international treaty concluded or acceded to by the People’s Republic of China contains
provisions differing from those in the civil laws of the People's Republic of China, the provisions
of the intcrnational treaty shall apply. unless the provisions arc oncs on which the People's
Republic of China has announced reservations.

International practice may be applied to matters for which neither the law of the People's Republic
of China nor any international treaty concluded or acceded to by the People's Republic of China

Rl




has any provisions.

Afticle 143. If a citizen of the People’s Republic of China settles in a foreign country. the law of
that country may be applicable as regards his capacity for civil conduct.

Article 144. The ownership of immovable property shall be bound by the law of the place where it
is situated.

Article 145. The partics (o a contract involving foreign interests may choose the law applicable to
scttlement of their contractual disputes. except as othenwise stipulated by law.

If the parties to a contract involving forcign interests have not made a choice. the law of the
country 10 which the contract is most closcly connected shall be applicd.

Anicle 146, The law of the place where an infringing act is committed shall apply in handling
compensation claims for any damage causcd by the act. If both parties arc citizens of the same
country or have established domicile in another country. the law of their own country or the
country of domicile may be applied.

An act committed outside the People’s Republic of China shall not be treated as an infringing act if
under the law of the Pcople's Republic of China it is not considered an infringing act.

Anicle 147, The marmage of a cilizen of the People's Republic of China to a forcigner shall be
bound by the law of the place where they get married. while a divoree shall be bound by the law
of the place where a court accepts the casc.

Anticle 148, Maintenance of a spousc after divorce shall be bound by the law of the country to
which the spouse is most closcly connected.

Anicle 149. In the statutory succession of an estate. movable property shall be bound by the law
of the decedent's fast place of residence, and immovable property shall be bound by the law of the
place where the property is situated.

Article 150. The application of foreign laws or intemmational practice in accordance with the
provisions of this chapter shall not violate the public interest of the People's Republic of China.

CHAPTER IX Supplcmentary Provisions

Article 151. The people’s congresses of the national autonomous arcas may formulate scparate
adaptive or supplementary regulations or provisions in accordance with the principles of this Law
and in light of the charactenistics of the local nationalitics. Thosc formulated by the people’s
congresses of autonomous regions shall be submitted in accordance with the law to the Standing
Cominittee of the National People's Congress for approval or for the record. Those formulated by
the people’s congresses of autonomous prefecturcs or autonomous counties shall be submitted to




the standing committee of the people’s congress in the relevant province or autonomous region for
approval.

Article 152. If an enterprise owned by the whole people has been established with the approval of
the competent authonity of a province. autonomous region or centrally administered municipality
or at a higher level and it has already been registered with the administrative agency for industry
and commerce. before this Law comes into force. it shall automatically quality as a legal person
without having to re-register as such.

Article 153. For the purpose of this Law. "force majeurc” means unforesccable, unavoidable and
insurmountablc objective conditions.

Article 154. Time periods referred to in the Civil Law shall be calculated by the Gregorian
calendar in years. months. days and hours.

When a time period is prescribed in hours, calculation of the period shall begin on the prescribed
hour. When a time period is prescribed in days, months and years. the day on which the period

begins shall not be counted as within the period: calculation shall begin on the next day

If the last day of a time period falls on a Sunday or an official holiday. the day aficr the holiday
shall be taken as the last day.

The last day shall end at 24: 00 hours. If business hours arc applicable. the last day shall end al
closing time.

Anticle 155. In this Law. the terms "not lcss than.” "not more than.” "within" and “expircs™ shall
include the given figurc: the terms "under" and "beyond" shall not include the given figurc.

Anrticle 156. This Law shall come into force on January 1, 1987.
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